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Court File No. CV-16-11549-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, C. c-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF URBANCORP (WOODBINE) INC. AND
URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES
OF HOGG'S HOLLOW INC., KING TOWNS INC,,
NEWTOWNS AT KINGTOWNS INC. AND DEAJA
PARTNER (BAY) INC. (Collectively, the “ Applicants)

AND IN THE MATTER OF TCC/URBANCORP (BAY)
LIMITED PARTNERSHIP

AFFIDAVIT OF BRANDON HODGE
(SWORN APRIL 9, 2018)

|, Brandon Hodge, of the City of Markham, in the Province of Ontario, MAKE OATH

AND SAY:

1 | am atax professional at MNP LLP, the external accounting firm for DS (Bay) Holdings
Inc. ("DS Bay”), and as such, have knowledge of the matters contained in this affidavit. Where |
haverelied on other sources of information, | have specifically referred to such sources and believe

them to be true.

Tax Liability of DS Bay

2. It is my understanding based on the Thirteenth Report to Court of KSV Kofman Inc. as
CCAA Monitor of Urbancorp (Woodbine) Inc. (“Woodbine Inc.”), Urbancorp (Bridlepath) Inc.
(“Bridlepath Inc.”), The Townhouses of Hogg's Hollow Inc., King Towns Inc., Newtowns at

Kingtowns Inc., Degja Partner (Bay) Inc. and TCC/Urbancorp (Bay) Limited Partnership (“Bay



-2-
LP") dated February 20, 2018 (the “Monitor’s Report™) that Bay L P isthe 100% owner of, among

other things, the Applicants Woodbine Inc. and Bridlepath Inc.

3. In April 2016, Woodbine Inc. and Bridlepath Inc. each filed a Notice of Intention to Make
a Proposal pursuant to section 50.14 of the Bankruptcy and Insolvency Act (the “NOI
Proceedings’). It ismy understanding from the Monitor’ s Report that while those companies were
in the NOI Proceedings, they each sold real property assets. The sale of the real property assets
generated taxable income to Bay L P of approximately $12.9 million for the year ended December

31, 2016.

4. It is my understanding from the Monitor’'s Report that DS Bay is alimited partner of Bay

LP, with a 20 per cent interest in Bay LP.

5. It is my understanding from the Monitor’s Report that pursuant to a Second Amending
Agreement dated May 15, 2008 that DS Bay is entitled to a priority return of $7 million from

earnings and partners' distributions from Bay LP.

6. Of the $12.9 in taxable income generated by Bay LPin 2016, approximately $12.6 million
was allocated to DS Bay. As a result of this alocation, DS Bay currently has an estimated tax
liability of approximately $3.2 million. DS Bay’ stax liability on account of the 2016 allocation of
Bay LP sincome will be payable to the Canada Revenue Agency (“CRA”) regardless of whether

or not any distribution of proceeds is actually madeto DS Bay by Bay LP.

7. It is my understanding from the Monitor’'s Report that DS Bay has no other assets or
sources of income other than its partnership interest in Bay LP. DS Bay isnot currently an applicant

in any of the insolvency proceedings relating to the Urbancorp Group. Asaresult, in the event that



3
3

no distribution to DS Bay is made by Bay LP, DS Bay will be insolvent, with a significant debt

owing to CRA.

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario on April

&L

Commissioner for Taking Affidavits Brandon Hodge

(or as may be)

Andrew Winton
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Court File No. CV-16-11549-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, C. c¢-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF URBANCORP (WOODBINE) INC. AND
URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES
OF HOGG’S HOLLOW INC., KING TOWNS INC,,
NEWTOWNS AT KINGTOWNS INC. AND DEAJA
PARTNER (BAY) INC. (Collectively, the “Applicants)

AND IN THE MATTER OF TCC/URBANCORP (BAY)
LIMITED PARTNERSHIP

AFFIDAVIT OF M. LILLY IANNACITO
(SWORN APRIL 10, 2018)

I, M. Lilly lannacito, of the Town of Newmarket, in the Regional Municipality of York, in

the Province of Ontario, MAKE OATH AND SAY:

1. I am a law clerk with the law firm of Lax O’Sullivan Lisus Gottlieb LLP, the lawyers for
DS (Bay) Holdings Inc. (“DS Bay”), and as such, have knowledge of the matters contained in this
affidavit. Where | have relied on other sources of information, | have specifically referred to such

sources and believe them to be true.

2. Attached as Exhibit “A” is a copy of an English translation of the amended prospectus
dated December 7, 2015, a copy of which was attached as Exhibit “A” to the affidavit of Mr. Gissin

sworn on May 16, 2016.



3. I am informed by Tamar Yosef, a lawyer at Goldfarb Seligman, Israeli counsel for Doreen
Saskin, that in June 2017, Guy Gissin, in his capacity as functionary of Urbancorp Inc.,
commenced a claim (the “Israeli Claim”) against Alan Saskin, TCC/Urbancorp Bay Stadium LP,
The Webster Trust, Urbancorp Management Inc., Urbancorp Holdco Inc., the Fuller Landau Group
(in its capacity as proposal trustee for Alan Saskin) and Doreen Saskin. Attached as Exhibit “B”

is a copy of an English translation of the Israeli Claim.

4. I am informed by Ms. Yosef that in November 2017, Doreen Saskin brought a motion to
have the Israeli Claim dismissed as against her on the basis that the Israeli Court should not have
granted Mr. Gissin leave to serve Ms. Saskin with the claim outside of Israel. Attached as Exhibit
“C” is a copy of an English translation of Doreen Saskin’s Motion to Vacate Leave to Effect

Service Outside Israel.

5. I am informed by Ms. Yosef that Mr. Gissin, through his Israeli counsel, and after getting
Ms. Saskin’s consent, delivered numerous motions for extensions to the deadline by which Mr.
Gissin was required to deliver his response to Ms. Saskin’s motion. Ms. Yosef informs me that in

these motions, Mr. Gissin claimed that he needed the extensions due to the workload in his office.

6. I am informed by Ms. Yosef that on March 20, 2018, without first requesting another
consent from Ms. Saskin, Mr. Gissin delivered a motion in Israel for an extension to the filing
deadline to respond to Ms. Saskin’s motion to a date after Ms. Saskin filed her objection to Mr.

Gissin’s motion in Ontario to approve the settlement concerning TCC/Urbancorp Bay Limited



Partnership, and in any event no later than May 10, 2018. An English translation of Mr. Gissin’s
motion is attached as Exhibit “D”.
SWORN BEFORE ME at the City of

Toronto, in the Province of Ontario on
April 10, 2

%/QC)

Commissioner for Taking Affidavits " M. Lilly Iannacito

(or as may be)

Andrew Winton
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This is Exhibit “A” referred to in the Affidavit of M. Lilly lannacito
sworn April 10, 2018

Eammissioner for Taking Affidavits (or as may be)

ANDREW WINTON
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This is Exhibit “A” referred to in the Affidavit of Guy Gissin
sworn May 16, 2016

A Commissioner for Taking Affidavits

TR




Supplementary Prospectus dated November 30, 2015, as amended on December 7, 2015

The offered securities offered herby have not been, and will not be, qualified for distribution in
Ontario or any other jurisdiction of Canada and may not be offered, sold, or delivered directly or
indirectly in Ontario or any other jurisdiction of Canada or to residents of Ontario or Canada. No
advertisement, solicitation or negotiation directly or indirectly in furtherance of any sales of the
offered securities described in this prospectus has occurred or will occur in Canada. By purchasing
the offered securities described in this prospectus, each purchaser represents and warrants to the
company that such purchaser is not a resident of Canada and that such purchaser does not have any
intention to distribute such offered securities in Canada or hold such offered securities for the benefit
of residents of Canada.

Urbancorp Ine,
A company incorporated under the laws of Ontario, Canada

(""the Company")

Prospectus for supplement
of

NIS 200,000,000 par value Debentures (Series A) (hereinafter: "the debentures (Series A)" or "the
offered securities"). ‘

For a description of the offered securities - see section 2.2 of the prospectus.

For details of the offering and manner of offering of the offered securities - see section 2.1 of the
prospectus.

NIS 200,000,000 par value debentures (Series A) (hereinafter: "the offered quantity”) are offered
to the public by way of a uniform offering, at par value in 200,000 units, consisting of and priced as
follows:

1,000 debentures (Series A) at a price of NIS 1 per debenture (Series A)

Total price per unit NIS 1,000

The debentures (Series A) are offered to the public by way of an auction to determine the annual
interest rate for the debentures (Series A). The annual interest rate to be determined in the auction
shall not exceed 8.15% per annum or any other rate determined by the supplementary notice. The
tender will be open on the date and the time to be determined by the supplementary notice.

The supplementary notice shall be published not earlier than five business days from the date of
publication of the prospectus. A supplementary notice was published, the period for submitting
orders to purchase securities offered under this Prospectus will end not earlier than the end of seven
hours, of which at least least five (5) trading hours, from the publication of the supplementary
notice, and no later than 45 days from the publication of the supplementary prospecuts.

11
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Supplementary Prospectus dated November 30, 2015, as amended on December 7,2015
This offering is the initial public offering of securities of the Company.

The Company intends to call with classified investors in a prior agreement, according to which the
classified investors will submit orders to purchase units in the tender in quanties and prices which
will be published as part of the supplementary notice, as described in section 2.4.7 of the
Prospectus.

The controlling shareholder has undertaken to delimit the operations of the Company. For details
see section 7.1.5 of the prospectus.

Companies related to the controlling shareholder provide management services to the Company and
the corporations it holds — for details see Chapter 9 to the prospectus.

The debentures (Series A) are rated A3 by Midroog. For details, see Appendix 2 to Chapter 2 of the
prospectus.

The auditors drew attention to Note 4 proforma financial information regarding the adjustment by
way of restatement of financial information as of June 30, 2015 and for the six and three month
periods ended then in order to retroactively reflect the effect of correcting the error in the
calculation of the construction costs and selling expenses costs in respect of projects for the sale of
apartments built by the Company.

To secure the full and accurate fulfillment of all Company obligations pursuant to the terms and
conditions of Debentures (Series A), including to secure the full and accurate payment of all the
principal and interest payments to be paid by the Company to the holders of Debentures (Series A);
the Company will create the liens specified below: (1) A fixed, exclusive first lien, unlimited in
amount, on the Dedicated Account, as defined in section 6.1.14 of the Deed of Trust (hereinafter:
the "Dedicated Account ) as specified above and set forth in section 6.4 of the Deed of Trust; (2) A
fixed, exclusive first lien, unlimited in amount, of the full rights of the Company, under the Owners
Loans, as defined in section 6.1.15 of the Deed of Trust, for as long as the Owners Loans have not
been repaid by the Subsidiaries (as defined in section 6.1.6 of the Deed of Trust). For details
regarding the terms of the Owners Loans, including the repayment terms, see section 6.5 of the
Deed of Trust. For further details, see section 6 of the Deed of Trust.

1t should be noted that the undertaking by the Company and by the Subsidiaries to transfer funds

into the Dedicated Account is a contractual obligation without any collateral and without any,

priority vis-a-vis third parties and this is not secured by any effective and/or legal arrangement
whereby the Trustee can ensure the implementation of this undertaking in advance. It should be
noted that the revenue from the sale of housing units which will be deposited with the Canadian
Legal Counsel and/or the Surplus amounts which will be held by Mattamy (as defined in the Deed
of Trust), as applicable, are not pledged in favor of the Trustee and it is therefore possible that third
parties will claim rights to the deposited amounts in the account or the amounts to be deposited in
the account. In addition, the said undertaking is not protected from the pledge and/or offset and/or
lien rights granted to the financing bank with respect to the liabilities of the Subsidiaries thereto in
connection with the Backup Projects (as defined in the Deed of Trust, hereinafter: the "Backup
Projects") and/or from third-party rights, including attachments.

In the event that the Company and/or the Subsidiaries and/or the Canadian Legal Counsel and/or
Mattamy fail to comply with their undertakings to transfer funds to the Dedicated Account, the
Trustee will not be able to prevent this breach of undertaking in advance, except for taking the steps




Supplementary Prospectus dated November 30,2015, as amended on December 7, 2015

available to the Trustee by law or pursuant to the Deed of Trust, in order to reroactively compel the
Company and the Subsidiaries to comply with their undertakings.

For the removal of doubt, it should be clarified that the Trustee has no interest and/or ability to
control and/or influence the management of the Backup Project and/or the Downsview Project
budgets, including changes to the budgets of the projects and/or withdrawal of funds from the
revenue of the Backup Projects.

For information about restrictions assumed by the Company with regard to dividend distribution,
see section 5.5 of the trust deed.

The Company plans to use the proceeds of the offering to repay loans provided by lenders, which,
among others, are secured by the controlling shareholder’s personal guarantees.

For details regarding the possible prepayment of the debentures (Series A), see section 7 of the trust
deed.

The debentures (Series A) offered to the public by way of an uniform offer, as stated in Part B
Offering Method Regulations. After the publication of this Prospectus, the Company will publish a
supplementary notice within which the details of the Prospectus will be completed and / or updated,
in accordance with Article 16 (1a) (2) of the Securities Act, 1968 and the Securities Regulations
(Supplemental Notice and Draft Prospectus), 2007 (hercinafter: "Supplemental Notice
Regulations"), Under which completed the missing details in the prospectus and / or updated,
pursuant to the Supplemental Notice Regulations, including details regarding early agreements with
classified investors and changes, if any, in the amount and the terms of the securities being offered
under this Prospectus. The tender of the interest rate shall be held no later than 45 days from the
date of publication of the supplementary prospectus. For additional information about the
Supplemental Notice, sce section 2.4.9 of the Prospectus.

With publishing, the supplementary notice will become an integral part of this prospectus.

The following are, in the management’s opinion, risks factors associated with the operations of the
Company, as of the date of the prospectus: (1) Macro-economic risks which includes: interest risk,
economic slow-down in Canada and availability and cost of borrowing; (2) Scctor-specific risk
which includes; Collapse of the real estate market in Toronto, Canada, Cost of confractors,
Liquidity risk and Operating cost and expenses for rental properties; and (3) Company-specific risks
which includes - dependence on key person, Property and liability risk, Exchange rate risks,
Construction risks and Geothermal risks (hereinafter — “the Risks Factors”). For details regarding
the Risk Factors and their impact on the corporation’s business in general, in accordance with the
Company’s assessments, sec section 7,17 of the prospectus.

[ Since the Company's establishment and until the date of publication of the prospectus, the Company
did not have any operations. As of this date, Mr. Alan Saskin (through a fully controlled
corporation) holds 100 common shares of the Company representing 100% of the issued and paid-
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Supplementary Prospectus dated November 30, 2015, as amended on December 7, 2015

up capital of the Company (hereinafter: the "Company’s Capital") and the voting rights therein
(hereinafter: the "Controlling Shareholder"). The controlling shareholder and his family
(hereinafter jointly — “the Interest Holders”) shall {ransfer to the Company, prior to the listing of
the debentures (Series A), which are offered to the public under this Prospectus, their interests
(including indirectly through Canadian corporation wholly owned and controlled by him) in five
corporations, which indirectly hold interests in investment properties and income-producing
properties in Toronto, Ontario, Canada, against the issue of Company's special class shares to a
corporation held by the Interest Holders and fully controlled by Saskin (hereinafter — “the
Transferred Interests”). It is noted that the transfer of the Transferred Interests is not conditional
on any suspensive conditions and is subject to the success of the public offering. For details on the
holdings of Interest Holders after the transfer of the Transferred Interests to the Company, see
section 3.3.2 of the Prospectus. It is noted that the Controlling Shareholder has not given and has
not undertaken to give the Company any indemnification with respect to the Transferred Interests
and/or the Transferred Companies.

The listing of the Debentures (Series A) is conditional on compliance with the provisions of the
TASE Rules and Regulations as set forth below and publishing an immediate report regarding the
confirmation by the Company’s legal counsels in Canada that the Transferred Interests have been
transferred to the Company (hereinafter — the “Confirmation by the Legal Counsels in Canada”),
all in accordance with the following provisions: (1) according to the TASE’ directives, the
minimum distribution of public holdings for the listing of the debentures (Series A) is 35 holders,
each holding a minimum value of securities of NIS 200,000 (for these purposes, a “holder” shall be
deemed -~ a holder whose holdings exceed the minimum mandatory value per holder; or a holder
with others, whose joint holdings exceed the minimum value per holder); (2) the value of the
public’s holdings in the debentures (Series A) after the listing thereof shall not be less than NIS 36
million.

If it turns out that the TASE’s requirements as set forth in sections (1) and (2) above have not been

.met, or the confirmation of the legal counsels in Canada has not been given and no immediate

report was published regarding the receipt of such approve, the offering of the debentures (Series A)
shall be cancelled, the debentures will not be listed on the TASE, no money will be collected from
the bidders, the securities will not be allocated to the bidders and the Company shall make an
immediate report to that effect.

The Company was established and incorporated in Ontario, Canada on June 19, 2015 in accordance
with the Ontario Business Corporation Act.

The Company is bound by the provisions of the Securities Law, 1968 (hereinafter — “the Securities
Law”) and the regulations thereunder, which apply to company incorporated outside Israel and
which are traded on the Tel Aviv Stock Exchange. The Company shall report in accordance with
the relevant reporting regulation pursuant to the Securities Law and its regulations, as long as the
public holds securities of the Company offered under this Prospectus.

Since the Company’s non-convertible debentures are offered to the public in Israel under this
Prospectus, and will be listed for trading on the stock exchange in accordance with the Israeli law,
the Company shall be subject, as aforesaid, to the provisions of Section 39A of the Securities Law
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and consequently, shall be subject to different provisions of the Companies Law (including
provisions regarding appointment of outside directors, an internal auditor, an audit committee and
controlling shareholder transactions pursuant to section 270(4A) of the Companies Law and these
provisions shall apply in addition to the provisions of the Company’s incorporation documents' and
the laws of the Province of Ontario, Canada.

Further to the foregoing, it is noted that with regard to insolvency and dissolution laws, including
asset dispositions, the Company shall only be bound by the laws of the Province of Ontario,
Canada.

Notwithstanding the foregoing, note that the Deed of Trust and appendices thereof, including
the debentures, are subject to Israeli law’. On any matter not listed on the Deed of Trust and
in any case of contradiction between statutory provisions and the Deed of Trust - the parties
shall act in conformity with provisions of Israeli law. The sole court of law authorized to hear
cases related to the Deed of Trust and appendices thereof, including the debenture enclosed as
appendix - is the competent Court of Law in Tel Aviv Jaffa.

For information about irrevocable written undertakings by the Company, the Controlling
Shareholder and officers of the Company, as they are at present and as they shall be from
time to time, not to object to any request by the Trustee and/or the debenture holders (Series
A) that may be filed with a Court of Law in Israel to apply the Israeli law with regard to any
settlement, arrangement and insolvency, if filed, not to object if a Court of Law in Israel seeks
to apply the Israeli law with regard to any settlement, arrangement and insolvency and not to
make any claims against the local authority of Israeli Courts with regard to proceedings
instituted by the Trustee and/or holders of Company debentures (Series A) — see section 1.1 of
the prospectus,

For the avoidance of doubt, it is clarified and noted that the undertakings by the Controlling

Shareholder and officers of the Company will explicitly include an irrevocable undertaking
not to initiate bankruptcy proceedings under foreign law and in a jurisdiction that is not
Israel,

Given the foregoing and subject to the fulfillment of obligations by the Controlling
Shareholder and officers, it is noted that any insolvency proceeding, other than in conformity
with the Israeli law in an Israeli court, can only arise from claims by foreign creditors,

In accordance with the opinion by the law firm of Harris Sheaffer LLP from Ontario, Canada® (the
Company’s place of incorporation), the Company's Articles of Association do not limit nor prohibit
the offering of the securities offered in this prospectus to the public in Israel. For additional details
on the Company and the Company’s incorporation documents, see also the opinion of the Harris
Sheaffer LLP law firm on this matter and its translation into Hebrew, which is attached to Chapter
11 of the prospectus.

' The Company’s articles of association include the same sections that apply to the Company by virtue of Section 39A
of the Securities Law.
2 1In this regard, see sections 33 and 34 of the Trust Deed between the Company and the Trustee for the debenture
holders (Series A), enclosed as Appendix 1 to Chapter 2 below.
Note that this letler does not constitute an opinion by legal counsel with regard to Section 17(b)(3) of the Securities
Act.

3
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Supplementary Prospectus dated November 30, 2015, as amended on December 7, 2015

For information about the tax implications with regard to investment in the securities offered under
this prospectus due, infer alia, to the application of the Ontario tax laws and the application of the
Israeli tax laws - see sections 2.7 and 7.12 of the prospectus. ‘

The Company has furnished the TASE with an opinion by the Canadian law firm of Mclean & Kerr
LLP (hereinafter — “the Opinion”), wherein it is opined that any “distribution” or “trade” as"such
terms are defined in the securities law of Ontario (hereinafter — “the Ontario Securities Law”) by a
company incorporated under the laws of Ontario, whose registered office is located in Ontario, may
be deemed as a distribution of securities in Ontario, which requires compliance with provisions
relating to prospectuses under the Ontario Securities Law, or which is exempt therefrom. However,
the Ontario Securities Commission (hereinafter — “the Commission™), in Interpretation Comment
No. 1, 0.S.C.B. 226 (1983) regarding “the distribution of securities outside Ontario” (hereinafter —
“the Interpretation Comment”) published its positions regarding the application of the Ontario
Securities Law on the distribution of securities outside Ontario. The Commission's position with
regard to the distribution of securities outside Ontario is that there is no need for a prospectus
pursuant to the Ontario Securities Law and there is no need for an exemption from prospectus
requirements under the Ontario Securities Law, when reasonable actions are taken by the issuer, the
underwriter or other participants making distributions, in order to ensure that these securities come
to rest outside Ontario.

In addition, the Interpretation Comment proposes several restrictions to be implemented and
precautions to be taken with regard to the distribution of securities outside Ontario in order to
ensure that these securities come to rest outside Ontario. For details see chapter 1 of the prospectus,

In accordance with the Opinion, subject to the provisions of chapter 1 of the prospectus, random
transactions on the secondary market of the Tel Aviv Stock Exchange by Ontario residents, are not
prohibited by the Ontario Securities Law, but remain subject to the Commission's ability to assert
jurisdiction if such is considered to be in the public interest (see chapter 1 of the prospectus).

Anyone purchasing the securities offered pursuant to this Prospectus shall be deemed to have
declared that they are Israeli residents, that they are not Canadian residents, they have no
intention of distributing the securities offered under the Prospectus in Canada, they did not
purchase said securities for a Canadian Citizen and/or for any person located in Canada, and
that they did not reside in Canada when filing an application to purchase said securities.

The competent authorities in Canada have not expressed an opinion in connection with the issuance
of the securities offered under the Prospectus and it is an offence, pursuant to the Canadian Law, to
claim otherwise.

No person is authorized to engage in the selling and/or distribution, directly or indirectly, of the
securities offered under this Prospectus in Canada. No action and/or advertisement and/or
negotiations have been carried out nor shall they be carried out in Canada, by the distributors or
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underwriters, directly or indirectly, for the purpose of promoting, selling, marketing or distribution
of the securities offered under this prospectus.

This Prospectus was not submitted to the securities authority in Canada, and the securities offered
under this Prospectus are not offered to residents outside Israel and shall not be authorized for
distribution in Ontario, Canada or anywhere else in Canada’s jurisdiction. Note that it is prohibited
to offer and/or sell the securities offered under this Prospectus in Ontario or anywhere else in
Canada’s jurisdiction.

This Prospectus shall not constitute an offering of securities in any country other than the
State of Israel

The Israeli Securities Authority’s permit to publish the Prospectus does not constitute verification
of the details contained therein or assurance of the reliability and integrity thereof, and does not
express an opinion regarding the nature of the offered securities.

Readers of this Prospectus are advised that this prospectus and the offering of securities pursuant
thereto, the purchase of securities pursuant thereto and any matter arising from and/or related to this
prospectus, shall only be subject to the laws of the State of Israel and shall not be bound by any
other laws. Sole jurisdiction on any matter relating to this prospectus and the offering of securities
thereunder lies exclusively with the competent courts in Israel, and the buyers of securities offered
under this prospectus in purchasing said securities, accept the laws of the state of Israel as the sole
governing jurisdiction and choice of legal system.

Total expenses related to the issuance of securities offered pursuant to this Prospectus will be listed
as part of the sypplementary notice.

The trustee for debentures (Series A): Reznik, Paz, Nevo Trustees Ltd. (hereinafter: "the
Trustee"). For information about legal proceedings conducted against the Trustee with regard to
discharging of their responsibilities, see section 2.8.12.1 of the prospectus.

Pricing Underwriter: Apax Issuances Ltd. The issuance of debentures (Series A) pursuant to this
prospectus is not guaranteed by underwriting. However, Apax Issuances Ltd. has served as the
pricing underwriter (as defined in Section 1 of the Securities Act, 1968) for the offering made under
this prospectus, which is involved in determining the structure of the offering, has signed drafts of
this prospectus which were published and is therefore obliged to sign the prospectus’,

Prospectus date: November 30, 2015

To the date of the prospectus, the Company didn't signed an underwriting agrecment. Details regarding an
underwriting agreement, if it will be signed, will be specified in the supplemental notice.
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1.1

Urbancorp Inc,
A company incorporated under the laws of Ontario, Canada
(In this Prospectus — “the Company”)

Chapter 1 — Introduction

General

The Company was established and incorporated in Ontario, Canada, on June 19, 2015,
in accordance with the provisions of the Ontario Business Corporation Act, R.8.0,

1990.

The Company is bound by the provisions of the Securities Law, 1968 (hereinafter —
“the Securities Law”) and the regulations thereunder, which apply to company
incorporated outside Israel and which are traded on the Tel Aviv Stock Exchange. The

Company shall report in accordance with the relevant reporting regulation pursuant to |
the Securities Law and ifs regulations, as long as the public holds the Company’s

securities which are offered under this Prospectus.

Pursuant to section 39A(A) of the Securities Law', the provisions of the Companies
Law, 1999 (hereinafter — “the Companies Law”) and regulations under the Securities
Law shall apply to a company incorporated outside Israel, which offers its shares or
debentures to the public in Israel, all in accordance with the provisions of the Fourth

Schedule to the Securities Law.

Since the Company’s non-convertible debentares are offered to the public in Israel
under this Prospectus, and will be listed for trading on the stock exchange in accordance
with the Israeli law, the Company shall be subject, as aforesaid, to the provisions of
Section 39A of the Securities Law and consequently, shall be subject to different
provisions of the Companies Law (including provisions regarding appointment of
outside directors, an internal auditor, an audit committee and contrlling shareholder

transactions pursuant to section 270(4A) of the Companies Law and these provisions

1 As amended under Amendment No. 50 to the Sccuritics Law (8.8.2012), page 678). Law Proposal —
Government 628, 2012, page 92.




shall apply in addition to the provisions of the Company’s incoporation documents® and

the laws of the Province of Ontario, Canada.

Following the aforesaid, it is noted that with regard to insolvency and dissolution laws,
including asset dispositions, the Company shall only be bound by the laws of the

Province of Ontario, Canada.

Notwithstanding the foregoing, it is noted that the trust deed and its appendices,
including the debentures, are subject to the provisions of the Israeli Law’, In any
matter not mentioned in the trust deed and in any case of a conflict between
statutory provisions and the provisions of the trust deed, the parties shall aet in
accordance with the provisions of the Israeli law.* The only court of law
authorized to hear cases related to the trust deed with its appendices and the

debenture attached as an appendix, shall be the competent court of Tel-Aviv-Jaffa.

Notwithstanding the foregoing, regarding the application of the laws of Ontario,
Canada, with respect to insolvency and dissolution, including asset dispositions,
the Company, the controlling shareholder and officers of the Company, as they
are at present and as they shall be from time to time, shall not oppose any request
by the trustee and/or the debenture holders (Series A), which may be filed with an
Israeli court, to apply the Israeli law with regard to settiement, arrangement and

‘insolyency, as they relate to the Company.

In addition, the Company, the controlling shareholder and officers of the
Com pany irrevocably undertake not to contest the authority of an Israeli court of
law in connection with proceedings filed by the trustee and/or the debenture

holders of the Company, as aforesaid.

Further to the aforesaid, the Company undertakes to furnish to the trustee, soon
after the offering, irrevocable written undertakings by the controlling shareholder
of the Company and by all the incambent officers of the Company on the date of
signing the trust deed and soon after the appointment of additional officers in the
Company and/or any change in the controlling shareholder of the Company, as

the case may be (hereinafter —“the undertakings of the controlling shareholder

2 The Company’s articles of association includes the same sections that apply to the Company by
virtue of Section 39A of the Securities Law, It is noted that none of the provisions in the articles
of association conflict with a cogent law in the Province of Ontario, Canada,

* In this regard, refer to sections 33 and 34 of the trust deed between the Company and the trustee of
the debentures (Series A), which is attached as Appendix 1 of Chpater 2 befow.

* It is clarificd that as of the datc of the Prospectus there is no contradiction between the provisions of
Israeli law to the provisions of the Trust Deed and there is no contradiction between the provisions
pertaining to the bonds described in the prospectus and trust deed and its accompanying documents.
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and the officers”), not to object to any request by the trustee and/or the debenture
holders (Series A), which may be filed with an Israeli court, if filed, to apply the
Israeli law with regard to a settlement, arrangement and insolvency of the
Company, not to apply to a court outside Israel, at their own initiative, in order to
receive protection against proceedings initiated by the trustee and/or the
debenture holders (Series A) of the Company, not to object if an Israeli court seeks
to apply the Israeli law with regard to settlement, arrangement and insolvency of
the Company and the subsidiary and not to contest the authority of an Israeli
court of law in connection with proceedings brought by the trustee and/or the

debenture holders (Series A) of the Company.

To remove any doubt, it is clarified and noted that the undertakings of the
controlling shareholder and officers shall explicitly include an irrevocable.
undertaking not to institute insolvency proceedings under foreign law and in a

jurisdiction other than Israel.

In view of the foregoing and subject to the fulfillment of undertakings by the
controlling shareholder and offcers of the Company, it is emphasized and clasified
that insolvency proceedings, other than in conformity with the Israeli law and in

Israeli court, can only arise from claims by foreign creditors.

The undertakings of the controlling sharelhiolder and officers shall be attached to
the immediate report regarding an appointment of an officer or a change of
control in the Company (as the case may be), which the Company shall publish in
accordance with the provisions of the Israeli law, which the Company shall
publish in accordance with the provisions of Israeli law as part of the pre-issuance
reports and on the appointment of any officer and/or the entry of a mnew

controlling shareholder, all during the life-term the Debentures (Series A).

The Company, controlling shareholders and officers of the Company, present or future,
irrevocably undertake and will irrevocably (as applicable) undertake not to raise claims
against the application, validity or manner of implementation of Section 39A of the

Securities Law as stated.




1.2 Permits and certifications

The Company has obtained all the permits, certifications and licenses which are
required under any law, for the offering and issue of securities under this Prospectus,

and the publication of the Prospectus.

The Securities Authority’s permit to publish the Prospectus does not constitute

verification of the details contained therein or assurance of the reliability and

integrity thereof, and does not _express an opinion regarding the nature of the

offered securities.

The Tel Aviv Stock Exchange (“TASE”) has given its principal approval for the listing
of the securities offered to the public under this Prospectus (hereinafter: "TASE
Approval for Supplementary Prospectus™).

The listing of the offered securities is conditional on a minimum mandatory free float in
debentures (Series A) as set forth in subsection 2.3.1.1 below, on a minimum
mandatory value of public holdings in the debentures (Series A) as set forth in
subsection 2.3.1.2 below and publication of an immediate report regarding the
confirmation from the Company’s legal counsels in Canada, that the transferred
interests (as they are defined in section 1.4.2 below) have been transferred to the
Company (hereinafter ~ “Confirmation by the Legal Counsels in Canada™), all as set
forth in subsection 2.3 below’, Since the debentures (Series A) totalling up to NIS 200
million par value are rated A3 by Midroog, the Company is not required to meet the
criteria for sharcholders equity. The Company shall publish an immediate report

immediately after receiving Confirmation by the Legal Counsels in Canada,

The Securities Authority’s permit to publish the Supplementary Prospectus does

not constitute verification of the details contained therein or assurance of the

reliability and integrity thereof, and does not express an opinion regarding the

nature of the securities offered under the Supplementary Prospectus or the price

at which they are offered.

3 It is clarified that if the requircment for a minimum frce float in the debentures (Scries A) or the
requirement for a minimum value of public holdings in the debentures (Series A), or the Approval of
the Legal Counsels in Canada has not been give and an immediate report regarding such approval
was published, the offering shall be cancelled.
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The approval of the Stock Exchange for the listing of the securities offered to the public
under this supplementary prospectus, as provided in section 2.4.9 of the Prospectus,
will be provided prior to the publication of a supplementary notice with respect to the

issue under this prospectus, as specified in section 2.4.9 of the Prospectus.

*

In accordance with the opinion by the law firm of Harris Sheaffer LLP from Ontario,
Canada® (the place of incorporation of the Company), the Company's Articles of
Association do not limit nor prohibit the offering of the securities offered in this
prospectus to the public in Israel and there is no prevention to list them for trading on
TASE, and all subject to section 1.3.3 below. It is noted that the Company may not
issue securities to the public in Canada without holding the license required by the law
of the Province of Ontario, Canada. For additional details on the Company and the
Company’s incorporation documents, see also the opinion of the Harris Sheaffer LLP
law firm on this matter and its translation into Hebrew, which is attached to Chapter 11

below.

The Company is a “Foreign Issuer” as the term is defined in the Securities Regulations
(Annual Financial Statements), 2010 (hereinafter — “Financial Statements
Regulations™) and is therefore subject to the provisions of Regulation 5 of the Financial
Statements Regulations, including with respect to the auditor, the launguage of the

Company’s financial statements and the auditor’s opinion.

*

Anyone purchasing the securities offered pursuant to this Prospectus shall be
deemed to have declared that they are Isracli residents, that they are not Canadian
residents, they have no intention of distributing the securities offered under the
Prospectus in Canada, they did not purchase said securities for a Canadian
Citizen and/or for any person located in Canada, and that they did not reside in

Canada when filing the application to purchase said securities.

This prospectus and the offering of securities pursuant thereto, the purchase
thereof and any matter arising from and/or related to this Prospectus, and the
offering of securities pursuant thercto and the purchase thereof, shall only be
subject to laws of the State of Israel and shall not be bound by any other laws; the

sole jurisdiction on any matter relating to this Prospectus and the offering of

®  Note that this letter does not constitute an opinion by legal counsel with regard to Section 17(b)(3)

of the Securities Act.




1.3

securities thereunder lies exclusively with the competent courts in Israel, and they
only, and the buyers of the securities offered pursuant to this Prospectus, in their
consent to purchase said securities - accept this sole jurisdiction and choice of legal

system,

Restrictions under securities laws in Canada

1.3.1 General

1.3.1.1 The Company has furnished the TASE with an opinion by Mclean & Kerr LLP

law firm from Ontario, Canada (hereinafter — “the Opinion”), wherein it is
opined that any “distribution” or “trade” as such terms are defined under the
Securities Act (Ontario) (the “Act”) by a company incorporated under the laws
of Ontario or whose head office is situate in Ontario (an “Ontario issuer”) may
be considered a distribution of securities in Ontario requiring compliance with
the prospectus provisions of the Act or an exemption therefrom. However, the
Ontario Securities Commission (the “Commission”) in its Interpretation Note 1,
(1983) O.S.C.B. 226 on “Distributions of Securities Outside Ontario” (the
“Interpretation Note”), has made known its views on the application of the Act
to distributions of securities outside of Ontario. The position of the Commission
taken with respect to distribution of securities outside of Ontario is that a
prospectus is not required under the Act por is an exemption from the
prospectus requirements of the Act necessary where a distribution of securities
is effected outside of Ontario by an Ontario issuer and where reasonable steps
are taken by the issuer, underwriter or other participants effecting such

distribution to ensure that such securities come to rest outside of Ontario.

1.3.1.2 In addition, the Interpretation Comment proposes several restrictions to be

implemented and precautions to be taken with regard to the distribution of
securities outside Ontario in order to ensure that these securities come to rest

outside Ontario.

Therefore, based on the recommendations of the Commission in the
interpretation and based on the opinion, the Company adopted the following

provisions for the distribution of the securities offered pursuant to the
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Prospectus (the "Offered Securities"), in order to ensure that the securities will

not be distributed in Ontario, Canada.

A. To include in the agreement of the distributor and any other participants
effecting such distributions against selling the Offered Securities to any

Ontario residents’,

B. To receive a statement from the distributor and any other participants
effecting such distributions that they have not, to the best of their knowledge,

sold any of the Offered Securities to Ontario residents.

C. A statement provided by the distributor any other participants effecting
such distributions to cach bondholder confirming its understanding that the

purchaser is not a resident of Ontario; and

D. To include the following paragraphs, among other precautions, in the
Prospectus and any publication or the public issuance documents of the

offered debentures, in English:

NO SECURITIES REGULATORY AUTHORITY HAS EXPRESSED AN
OPINION ABOUT THESE OFFERED SECURITIES AND IT IS AN
OFFENCE TO CLAIM OTHERWISE, THIS PROSPECTUS
CONSTITUTES A PUBLIC OFFERING OF THESE OFFERED
SECURITIES ONLY IN THOSE JURISDICTIONS WHERE THEY MAY
LAWFULLY BE OFFERED FOR SALE AND THERIIN ONLY BY
PERSONS PERMITTED TO SELL SUCH OFFERED SECURITIES, THE
OFFERED SECURITIES OFFERED HERBY HAVE NOT BEEN, AND
WILL NOT BL, QUALIFIED FOR DISTRIBUTION IN ONTARIO OR
ANY OTHER JURISDICTION OF CANADA AND MAY NOT BE
OFFERED, SOLD, OR DELIVERED DIRECTLY OR INDIRECTLY IN
ONTARIO OR ANY OTHER JURISDICTION OF CANADA OR TO
RESIDENTS OF ONTARIO OR CANADA,

NO ADVERTISEMENT, SOLICITATION OR NEGOTIATION
DIRECTLY OR INDIRECTLY IN FURTHERANCE OF ANY SALES OF
THE OFFERED SECURITIES DESCRIBED IN THIS PROSPECTUS HAS
OCCURRED OR WILL OCCUR IN CANADA, BY PURCHASING THE
OFFERED SECURITIES DESCRIBED IN THIS PROSPECTUS, EACH
PURCHASER REPRESENTS AND WARRANTS TO THE COMPANY
THAT SUCH PURCHASER IS NOT A RESIDENT OF CANADA AND
THAT SUCH PURCHASER DOES NOT HAVLE ANY INTENTION TO

! For that matter, the Company will announce in the supplementary notice that all distributors

have pledged that any offer of securities to be performed by them or on their behalf will be done in
Israel, and not to a resident of Canada.




DISTRIBUTE SUCH OFFERED SECURITIES IN CANADA OR HOLD
SUCH OFFERED SECURITIES FOR THE BENEFIT OF RESIDENTS OF
CANADA.

1.3.2 Clarification in relation to the securities offered in view of the restrictions imposed

under Canadian law

The competent authorities im Canada have not expressed an opinion in
connection with the issuance of the securities offered under the Prospectus and it

is an offence, pursuant to the Canadian law, to claim otherwise.

No person is authorized to engage in the selling and/or distribution, directly or
indirectly, or the securities offered under this Prospectus in Canada. No action
and/or advertisement and/or negotiations have been carried out nor shall they be
carried out for the purpose of promoting, setling, marketing or distribution of

the securities offered under this Prospectus.

This Prospectus was not submitted to the securities authority in Canada, and the
securities offered under this Prospectus are not offered to residents outside
Israel and shall not be authorized for distribution in Ontario, Canada or
anywhere else in Canada’s jurisdiction. Note that it is prohibited to offer and/or
sell the securities offered under this Prospectus in Ontario or anywhere else in

Canada’s jurisdiction.

This Prospectus shall not constitute an offering of securities in any country other

than the State of Israel.

1.3.3 Restrictions on the sale and purchase in the secondary market

In accordance with the Opinion, subject to the following, random transactions on
the secondary market of the Tel Aviv Stock Exchange, by residents of Ontario, are
not prohibited by the Ontario Securities Law. The sale of securities by parties
related to the Company to Ontario residents may not be consistent with the
principles set out in the Interpretation Comment. In these situations, the
Commission may assume authority for the proper implementation of the Ontario
Securities Law, in order to prevent the holding of securities for future sale in
Ontario and to otherwise protect the integrity of the Ontario capital markets. The
assumption of authority by the Commission as aforesaid may lead to the issue of
administrative orders, which the Company or the security holders living in

Ontario may be required to comply with,

*
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14 The Company’s capital

1.4.1 The Company’s issued and paid up capital as of the date of publication of the

Prospectus

Type of shares® Registered Capital Issued and paid-up
Ordinary shares with no par value Unrestricted 100

(hereinafter — “the Shares”)

1.4.2 The Company’s pro forma shareholders’ equity as of June 30, 2015 in thousands

of Canadian dollars

Shareholders investments 60,810

Capital reserve from revaluation of

fixed assets, net of tax 20,656
Net profit 8,967
Total equity attributed to shareholders 72,499

Saskin, the controlling sharcholder in the Company, through a fully owned
susidiary, intends to provide the Company, subject to the success of the offering,
an equity contribution, totaling CAD 12 million (hereinafter — “the Equity
Contribution”). Following said Equity Contribution, the pro forma equity
attributable to the Company’s shareholders (excluding minority interests) shall
increase from CAD 72.5 million as set out in the pro forma financial statements as
of June 30, 2015 to CAD 84.5 million, (information which is based on the extent of
the reported pro forma equity attributable to the Company’s shareholdersas as of
June 30, 2015). For details, see note 7 of the pro forma financial statements as of

June 30, 2015,

As of this date, Mr. Alan Saskin (hereinafter — “the Controlling Shareholder”) holds
(though a fully owned corporation) 100 shares of the Company, which represent 100%
of the issued and paid up capital of the Company (hereinafter — “the Company’s
Capital”) and the voting rights therein.

The controlling shareholder and his family (hereinafter jointly — “the Interest

Holders”) shall transfer to the Company, prior to the listing of the debentures (Series

8 Are not listed on the TASE,




A), which are offered to the public under this Prospectus, their interests (including
indirectly through Canadian corporation wholly owned and controlled by him) in five
corporations, which indirectly hold interests in investment properties and income-
producing properties in Toronto, Ontario, Canada, against the issue of Company's

special class shares to a corporation held by the Rights Holders and fully controlled by

Saskin (herecinafter — “the Transferred Interests” and ‘“the Transferred -

Corporations”, as the case may be).

It is noted that the transfer of the Transferred Interests is not conditional on any
suspensive conditions and shall come into force subject to the success of the public
offering” For details on the holdings of Interest Holders after the transfer of the

Transferred Interests to the Company, see section 3.3.2 of the Prospectus.

The Company shall publish an immediate report regarding the results of the offering

and the status of the transfer of the Transferred Interests.

The controlling shareholder did not undertake go give any indemnification to the
Company regarding the Transferred Interests to the Company and / or the Transferred

Corporations.

The pro forma shareholders cquity set forth in section 1.4.2 above reflects a
situation whereby the Transferred Rights were transferred on January 1, 2012, on
the date of establishment of the Transferred Corporations, or on the date in which
the Transferréd Interests were acquired by the Interest Holders, whichever is later
(sce note 1.C of the Company’s pro forma consolidated financial statements, in

chapter 10 below).

The Company requested the necessary approvals from third parties (Jenders and partners) and
as of this date it received the consent of such third parties, except of the written consent of
entities related to First Capital Realty, which is expected in the next few days prior to the
issuance.
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Chapter 2- Details of the Offering

The securities offered to the public

Details on the securities offered to the public

NIS 200,000,000 par value of registered Debentures (Series A) (hereinafter — “the
Debentures™), repayable in five (5) unequal installments on December 31, 2017,
June 30, 2018, December 31, 2018, June 30, 2019 and December 31, 2019
(inclusive) such that the first payment will constitute 10% of the total nominal value
of the principal of the Debentures (Series A) and the second, third and fourth
payments will constitute 22% of the total nominal value of the principal of the
Debentures (Series A) and the fifth payment will constitute 24% of the total nominal
value of the principal of the Debentures (Series A) bearing an annual (unlinked)
interest at a fixed rate that will not exceed 8.15% (but subject to adjustments in the
event of changes in the rating ofthe Debentures (Series A) and/or as a result of non-
compliance with a financial covenant) to be determined in a tender, payable on June
30 and on December 31 of each of the years 2016 until 2019 (inclusive), with the
first interest payment to be made on June 30, 2016 and the last interest payment to
be made on December 31, 2019. The Debentures (Series A) will not be linked

(principal and interest).

Subject to adjustments in the event of changes in the rating of the Debentures (Series
A) and/or as a result of non-compliance with a financial covenant and/or entitlement
to arrears interest (as it is defined in section 4(a) of the Terms Overleaf in the First
Addendum to the Deed of Trust, which is attached as Appendix 1 of this Chapter),
the interest rate on the Debentures (Series A) shall not exceed 8.15% (hereinafter —

the “Maximum Interest Rate™).

The Company may make an early redemption of the Debentures (Series A) at its

initiative, as specified in section 7.2 to the Deed of Trust.

Manner and mode of issuance of the securities

NIS 200,000,000 par value Debentures (Series A) offered to the public by way of a
uniform offering, as stated in the Securities Regulations (Method of Offering
Securities to the Public) Regulations, 5767-2007 - (hereinafter; "Manner of
Offering Regulations"), at a par value of 200,000 units, by way of a tender on the
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annual interest rale the Debentures (series A), shall bear (hereinafter: the "Tender"),

where the price of and composition of each unit is as follows:
1,000 Debentures (Series A) at a price of NIS 1 per Debenture (Series A)
Total price per unit NIS 1,000

The Debentures (Series A) are offered to the public by way of a tender on the annual
interest rate on the Debentures (Series A). The annual interest rate to be determined

in the tender shall not exceed the Maximum Interest Rate.

Debentures (Series A), offered under this supplementary prospectus and
supplementary notice that shall be published as specified below shall hereinafter be

called the "securities”" or the "offered securities”,

The tender will open on the date and time to be specified in the supplementary

notice (hereinafter: "the date of the tender").

Following the publication of this Prospectus, the Company will publish a
supplementary notice in accordance with section 16 (1A) (2) of the Securities Law,
5728-1968 (hercinafter: the "Securities Law"), and the Securities Regulations
(Supplementary Notice and Draft Prospectus), 5767-2007, in connection with the
issue of the securities offered under this Prospectus (hereinafter: the
"supplementary notice" and "supplementary notice regulations”, as applicable).
As part of the supplementary notice, the missing details in this Prospectus shall be
completed and/or the details that can be updated in this prospectus shall be updated,
in accordance with the provisions of these regulations, For details about the

supplementary notice, see section 2.4.9 below,

Listing of securities on the Tel Aviv Stock Iixchange

The TASE has given its approval in principle to complete this Prospectus, under
which the terms of the securities offered in this supplementary prospectus comply

with the provisions set out in the TASE regulations and guidelines thereunder.

Prior to the publication of the supplementary notice the Company shall request the
TASE to list the debentures offered under this supplementary prospectus and the
supplementary notice to be published at a later date. Subject to the approval of the
TASE for the listing stated above, the Company shall request the listing of the
securities for trading within 3 business days after the date of the tender. The

abovementioned TASE approval is subject to the requirements of the TASE with

B-2
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23.3.1

2.3.3.2

23.3.3

regard to the Debentures (Series A) as specified in sections 2.3.3.1 - 2.3.3.3 below.
If the Debentures (Series A) are not listed for trading, the proceeds of the issue shall
be returned to the applicants, together with the returns earned, if earned, net of legal

tax (if any).

The listing of the Debentures (Series A) is subject to fulfillment of the requirements
of the TASE Rules and Regulations including the publication of an Immediate
Report of the Company regarding the receipt of approval from the Company’s legal
counsels in Canada that the Transferred Interests (as they are defined in section 1.3.2
above) have been transferred to the Company (hereinafter — the “Approval of the
Legal Counsels in Canada”), all in accordance with the provisions of this section

betow:

In accordance with the TA SE Regulations, the minimum free float for the purpose of
listing the Debentures (Series A) is at least 35 different holders, each of which must
hold debentures worth at least NIS 200,000 (for this purpose a “holder” will be
deemed — one holder, where the value of his holdings exceeds the minimum value of
holding per holder as aforesaid or a joint holder, where the value of their joint

holdings exceeds the minimum value of holdings per holder as aforesaid).

The value of the public’s holdings in the Debentures (Series A) following the listing
on the TASE shall not be less than NIS 36 million.

Since the Debentures (Series A), for a total of up to NIS 200 million par value, are
rated with a A3 rating by Midroog Ltd. (hereinafter: the "Midroog"), the Company
is not required to comply with the shareholders’ equity criterion. For details on the

said rating see section 2.10 below and Appendix 2 of this section.

If it turns out that the TASE requirements as set forth in section 2.3.3.1 and 2.3.3.2
above have not be met, or no immediate report was published regarding the approval
of the legal counsels in Canada has not been obtained within 14 business days from
the date of the receipt of the monies by the lead manager of the issue, then the issue
of Debentures (Series A) will be cancelled and they will not be listed for trade on the
TASE, the money received from the issue coordinator shall be returned to the
subscribers and the securities will not be issued to the subscribers and the Company
will publish an immediate report to that effect. In this regard, it should be noted that
the transferred rights transferred shall be transferred proximate to the issue under

this prospectus
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The Public Offering

The period for submission of subscriptions

Following the receiving of the early commitments to purchase the securities offered
under this Prospectus from the classified investors (as received), the Company will
publish a supplementary notice specifying the date of the placing of orders on behalf
of the public for the purchase of securities offered pursuant to this Prospectus. In any
event, the date for the placing of orders on behalf of the public to purchase the
offered securities offered shall be at Jeast five (5) business days after the date of
publication of the supplementary prospectus or the date the draft prospectus was
published, and there are only negligible amendments in the supplementary
prospectus in comparison to the previous published draft or amendments that may be
included in a supplementary notice (whichever is earlier). The period for submitting
orders to purchase securities offered under this Prospectus will start no earlier than
five (5) trading hours from the date of publication of the supplementary notice
(hereinafter: "the date of the tender" or "the start of the period for the
submission of subseriptions") and will end on the same day at the time to be
determined in the supplementary notice (hereinafter: the "date of closing of the

subscription list").

The interested parties of the Company may participate in the tender and submit

offers,

Submission of subscriptions

Subscriptions for the purchase of units as part of the tender will be submitted to the
Apex Issuances Ltd. (hereinafter — the “Lead Manager of the Offering”) or
through bank branches or other members of the TASE (hereinafter — “entities
authorized to receive subscriptions”) on the dates specified in the supplementary
notice, as specified in section 2.4.9 below on forms that can be obtained at the

entities authorized to receive subscriptions.

Each subscription for the purchase of units in the tender that was submitted to the
entity authorized to receive subscriptions on the Date of the Tender shall be deemed
submitted on that day if it was received by the entity authorized to receive
subscription by up to the hour specified in the supplementary notice, provided it was
delivered by the entity authorized to receive subscriptions to the lead manager of the

offering the date specified in the supplementary notice, as specified in section 2.4.9
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2.4.2.6

2427
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below. Any request for purchase of units in the tender submitted directly to the lead
manager of the offering shall be considered as filed on the same day if it is accepted

by lead manager of the issue up to the hour specified in the supplementary notice.

The subscriptions shall be delivered to the lead manager of the offering by the
entities authorized to receive subscriptions on the date of the tender, by the hour
specified in the supplementary notice , in closed envelopes that will remain closed
until the end of the last day for submission of subscriptions, and will be placed by
the lead manager of the offering in a closed and locked box together with the

subscriptions that were submitted directly to the lead manager of the offering,

The entities authorized to receive subscriptions will be responsible and liable to the
Company and to the lead manager of the offering for the payment of the entire
consideration paid to the Company in respect of subscriptions that were submitted

by means thereof and which were accepted, in full or in part.

Each investor may submit up to three offers with different interest rates, which will
not exceed the maximum interest rate, provided the interest rate offered by it is
stated in percentage in increments of 0.05%. That is, offers may be submitted at the

Maximum Interest Rate and at lower rates in increments of 0.05%. An interest rate

stated in a subscription which is not equal to one of the interest increments, will be

rounded up to the nearest interest increment.

A subscription that fails to indicate any interest rate shall be deemed a subscription

stating the maximum interest rate.

A subscription indicating an interest rate that exceeds the maximum interest rate

shall be deemed a subscription that was not submitted.

Subscriptions may be submitted for the purchase of entire units only. A request for a
portion of a unit shall be deemed a request for the number of whole units stated
therein, and any fraction of a unit stated therein shall be deemed as if it was not
included in the subscription. A subscription that indicates less than one unit will not

be accepted.

The subscriptions for the purchase of units in the tender are irrevocable. The
submission of subscriptions by the entities authorized to receive subscriptions for
their clients shall be deemed an irrevocable commitment on their part to purchase
the securities issued to their clients as a result of a full or partial acceptance of

subscriptions submitted by them in accordance with the terms of this Prospectus, and
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2.4.4

to pay through the lead manager of the subscription the full price pursuant to the

terms of this Prospectus.

“Subscriber” for this purpose — includes a family member that resides with him as
well as a classified investor that submits subscriptions for units pursuant to section

2.4.7 of the Prospectus.

Process of the tender, publication of its results and payment of consideration

On the date of the tender, on the date specified in the supplementary notice the box
will open and the envelopes will be opened in the presence of the Company’s
representative, a representative of the lead manager of the offering and an
accountant, who will supervise the proper execution of the process and the results of

the tender will be summed up and processed, as set forth below.

On the first trading day after the date of the tender (hereinafter - “the Clearing
Day”), no later than 10:00, a notice will be delivered to the subscribers by the lead
manager of the offering, by means of the entities authorized to receive subscriptions,
through which the applications were submitted, stating the number of units that were
accepted. The notice will indicate the interest rate determined in the tender, the
number of units to be allocated to the subscriber and the consideration due in respect
of the units. Upon receipt of the notice, and on the same day until 12:00, the
subscribers, whose subscriptions were accepted, in whole or in part, will transfer to
the Jead manager of the offering, through the entities authorized to receive

subscriptions, the full consideration payable for the units that were accepted.

On the first trading day after the Date of the Tender, the Company will report the
results of the tender to the Securities Authority and the TASE by means of an

immediate report.

Determining the interest rate in the tender and the allotment of units

All the units in the subscriptions that are subsequently accepted, shall be issued at a
uniform interest rate per unit (hereinafter — “the Uniform Interest Rate™), which
will be the lowest interest rate in the subscriptions for units in which it was indicated
therein as the interest rate together with subscriptions indicating lower interest rates,
will suffice for the allocation of all the units offered to the public under this
Prospectus. The units shall be allotted as follows: to the public under this

Prospectus. Allocation of units shall be as set out below
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2.4.42

24.43

If the total number of the units in the subscriptions (including units tendered by the
classified investors as stated in section 2.4.7 below), that are accepted, is less than
the total number of the units offered to the public — all the subscriptions will be
accepted in full. In this case, the uniform interest rate will be the maximum interest

rate.

If the total number of the units in the subscriptions (including units subscribed for by
the classified investors as stated in section 2,4.7 below), which are accepted, is equal
to or higher than the total number of the units offered to the public — all the units

offered to the public will be issued as follows:

A. Subscriptions that state an interest rate above the uniform interest rate — will

not be accepted.

B. Subscriptions that state an interest rate below the uniform interest rate
(hereinafter — “Subscriptions at an Interest Rate below the Uniform

Interest Rate”) — will be accepted in full.

C. Subscriptions that state an interest rate that is equal to the uniform interest rate
(hereinafier — “Subscriptions at the Uniform Interest Rate”) will be
accepted proportionately to the number of units tendered so that the ratio
between the number of units received by each subscriber and the total number
of units remaining for distribution, after deducting the units allotted to
subscribers who submitted Subscriptions at an Interest Rate below the Uniform
Interest Rate and after the allotment to classified investors in accordance with
the provisions of section 2.4.7 below, shall be equal to the ratio between the
number of units tendered at the uniform interest rate and the total number of
units for which subscriptions at the uniform interest rate were submitted to the
Company (excluding units for which prior commitments were made by

classified investors as stated in section 2.4.7 below).

If, following the allotment stated in section 2.4.4.2 above, a minimum free float for
the Debentures (Series A) as stated in section 2.3.1.1 above (hereinafter — the
“Minimum Free Float”) is not achieved, then the preferential allotment to
classified investors as stated in section 2.4.7 below will be cancelled, and all the
subscriptions in the same tender, including the subscriptions of the classified

investors, will be issued as follows;
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A. Subscriptions that state an interest rate above the uniform interest rate — will

not be accepted.

B. Subscriptions that state an interest rate below the uniform interest rate
(hereinaftér — “Subscriptions at an Interest Rate below the Uniform

Interest Rate”) — will be accepted in full.

C. Subscriptions (including subscriptions submitted by classified investors in line
with their prior commitments as stated in section 2.4.7 below) which state an
interest rate that is equal {o the uniform interest rate, will be accepted
proportionately to the number of units tendered so that the ratio between the
number of units received by each subscriber and the number of units remaining
for distribution, after deducting the units allotted to subscribers who submitted
Subscriptions at an Interest Rate below the Uniform Interest Rate, will be
equal 1o the ratio between the number of units tendered at the uniform interest
rate and the total number of units for which subscriptions at the uniform
interest rate were submitted to the Company (including units for the purchase
of which prior commitments were made by classified investors as stated in

section 2.4.7 below).

2.4.44 Tf, following the allotment stated in section 2.4.4.3 above, a minimum free float for
the Debentures (Series A) as stated in section 2.3.1.1 above, is not achieved, then the

allotment will be carried out as follows:

Subscriptions that state an interest rate above the uniform interest rate — will not be

accepted.

Subscriptions (including subscriptions submitted by classified investors in line with
their prior commitments as stated in section 2.4.7 below) that state an interest rate
which is equal to and/or below the uniform interest rate, will be accepted
proportionately to the number of units tendered so that the ratio between the number
of units received by each subscriber and the total number of units offered to the
public will be equal to the ratio between the number of units tendered and the total
number of units for which subscriptions at the uniform interest rate and/or at an
interest rate below it were submitted to the Company (including units for which
prior commitments were made by classified investors as stated in section 2.4.7

below).
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24.4.6

2.44.7

2.4.5
2.4.6

2.4.6.1

If following the allotment of units stated in section 2.4.4.3 above, a minimum free
float for the Debentures (Series A) as stated in section 2,3.1.1 above, is not achieved,
then the allotment will be carried out again for the purpose of determining a new
uniform interest rate that will not exceed the maximum interest rate, and which will
be the lowest interest rate at which the securities included in the units can be
allotted, such that the minimum free float requirements stated in section 2.3.1.1 are
met, provided the subscriber is not allotted a higher number of units than the number
subscribed for, or at a lower interest rate than that indicated in his subscription
(hereinafter — the “New Uniform Interest Rate”). If a new uniform interest rate was
determined as stated in this section, the allotment will be carried out as described in
section 2.4.4.4 above and the “new uniform interest rate” shall be deemed to have

been stated instead of the “uniform interest rate”.

If a minimum free float cannot be achieved (as stated in section 2.3.1.1 above) as
part of the allotment described in section 2.4.4.5 above, for the Debentures (Series
A) offered under this prospectus, the offering will be cancelled, the Debentures

(Series A) will not be issued and money from the subscribers will not be collected.

If, as a result of the allotment of Debentures (Series A) as aforesaid, fractions will be
created, they will be rounded up, insofar as possible, to the nearest whole unit.
Excess units remaining as a result of the rounding up will be purchased by the lead

manager of the offering.

Each subscriber will be deemed to have committed to purchase all the units allotted
to him as a result of a full or partial acceptance of his subscription, pursuant to the

rules set forth above.
[Deleted]

The Special Account

Prior to the date of the tender the lead manager of the offering will open a special
interest-bearing trust account in the Company’s name with a banking corporation
(hereinafter — “the Special Account”). This account will be managed exclusively by
the lead manager of the offering in the Company’s name and on its behalf in
accordance with the provisions of the Securities Law 5728-1968 (hereinafter: the
“Securities Law”), and into this account shall be deposited the amounts paid for the
units the subscription of which were granted through the lead manager of the

offering and through other members of the stock exchange under the terms of the
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2.4.6.2

2.4.6.3

2.4.7

Prospectus and the lead manager of the offering shall treat them and act in

accordance with the Securities Law and the terms of the Prospectus.

On the first trading day following the tender date, the entities authorized to receive
subscriptions, through which the subscribers submitted their requests, will deposit in
the Special Account, by 12:00 noon, the full amount of the consideration for the
units that were accepted, as stated in section 2.4.4 of the Prospectus. The said funds
will be deposited in liquid, unlinked, interest-bearing, shekel deposits on a daily
basis. The Company confirms that the receipt of proceeds from the issue by the lead

manager of the issue is equal to the Company having received consideration,

Within two business days after the closure of the tender the lead manager of the
offering will transfer the funds remaining in the Special Account to the Company (or
per its instruction as stated below) against the delivery of certificates of the

debentures (Series A) offered to the public (hereinafter — the “Allotment Date™).

Classified investors

The supplementary notice shall specify the names of the classified investors, the
mymber of units which each one committed to order in the tender and the specified

interest rate. For details of distribution fees, see section 2.9 below.

During the period commencing on the date of publication of the prospectus and
ending on the date of publication of the supplementary notice, the Company
shall contact the classified investors, as defined in section 1 of the Securities
(Manner of Offering Securities to the Public) Regulations, 5767-2007 (above
and below — “Manner of Offering Regulations)', in order to receive from
them their early commitments for the purchase of units offered under this
Prospectus. All the commitments of the classified investors shall be submitted
to the Company on order forms through the lead manager of the offering, and
will state the number of units and the rate of interest, as stipulated hereunder in

this section.
In this section:

“Oversubscription” - the ratio between the subscribed amount of securities at the
interest rate determined in the tender and the amount remaining for distribution,

provided it exceeds one.

)

“Classified investor” — an investor listed in section 15A(B)(1) or (2) of the Securities Law, In addition. a

classified investor must commit to the purchase of securities at a minimum amount of NIS 800,000,

B-10
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“Amount remaining for distribution” — the amount of securities offered in the
tender, after the deduction of the securities for which subscriptions were made at an
interest rate below the determined interest rate. The total amount of subscriptions by
the classified investors shall not exceed the number stipulated in the Manner of

Offering Regulations.

Pursuant to the Manner of Offering Regulations, in the event of oversubscriptions

the allotment to classified investors shall be as follows:

If the oversubscription is up to 5 times the offered amount of units, each classified

investor will be allotted 100% of the amount he committed to purchase.

If the oversubscription is more than 5 times the offered amount of units, each

classified investor will be allotted 50% of the amount he committed to purchase.

If the amount of securities remaining for distribution is insufficient for allocation as
aforesaid, then the amount allotted to the classified investors will be pro rata to their

early commitments at the determined interest rate.

Subscriptions by the classified investors will b submitted as part of the tender and
will be deemed as subscriptions submitted by the public for the purpose of
determining the rate of interest, and in accordance with the provisions of section
2.4.4 of the Prospectus. If there is no oversubscription, the subscriptions of the
classified investors will be deemed as subscriptions submitted by the public for the
purpose of allotment of the securities. The units will be sold to the classified

investors at the same interest rate as the one d(—;tel1nined in the tender.

Receipt of early commitments from the classified investors prior to the publication
of the supplementary notice will be done is in accordance with the principles

determined in the Manner of Offering Regulations.

The classified investors may subscribe for and purchase units at an amount that
exceeds the amount specified in their early commitment, however, excess units that
were subscribed for and accepted will not be deemed subscriptions by classified
investors for purposes of the Prospectus, but rather as subscriptions submitted by the

public for all intents and purposes.

The consideration paid by the classified investors will be transferred to the lead
manager of the offering through TASE members, one trading day following the
tender date, by 10:30, and will be deposited by it in the Special Account as stated in

section 2.4.6.1 above.
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2.4.7.5 The Company will pay the classified investors an early commitment fee which will
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be published in the supplementary notice, for the units purchased by them in
practice, in accordance with the orders submitted by virtue of their early

commitment, if any, as specified in section 2.4.7 above.

A classified investor may, on the date of the tender, reduce the interest rate he
indicated in his prior commitment as aforesaid aforesaid (in 0.05% increments), as
specified in the supplementary notice, by delivering a written notice to the lead
manager of the offering, which will be received by the lead manager of the offering

by the time to be specified in the supplementary notice.

Allotment of securities, letters of allotment and certificates of securities

On the date of allotment and provided conditions have been met for the transfer of
funds deposited in the Special Account by the lead manager of the offering as stated
in section 2.4.6.3 of the Prospectus and against the transfer of funds, the Company
shall allot to the subscribers, through the Registration Co. of United Mizrahi Bank
Ltd. (hereinafter — the “Nominee Company”) the securities included in the units
that were tendered and accepted, wholly or partially, the consideration for wlhich

was paid in full, through the delivery of certificates in respect of the Debentures

“(Series A) to the subscribers (through the Nominee Company). The debenture

cettificates may be split or transferred or waived in favour for others subject to a
letter of transfer or split or waiver, as the case may be, and its delivery with the
addition of the certificates, to the Company, and subject to payment by the

subscriber of any tax or levy or expenses involved therein.

Supplementary notice

Following the publication of this Prospectus, the Company will publish a
supplementary notice in accordance with section 16(1A)(2) of the Securities Law,
under which any missing details in this Prospectus will be completed and/or
updated, including, but not limited to, details of the early engagements of the
Company with classified investors and changes, if any, of the amount and the
conditions of the offered securities offered. In the supplementary notice, the
Company shall include every detail that can be included in accordance with the

Supplementary Notice regulations, including the following details:

A, Determination of the date of the tender and the period for the submission of

subscriptions.
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B. Main issues of the underwriting agreement, including the fees paid by names of

the underwriters they are a party.

C. Approval of the TASE for the listing of the securities offered to the public

under this Prospectus.

D. A change in the quantity and/or the interest rate and/or price of the Debentures
(Series A) offered pursuant to this Prospectus of no more than 20% of the
quantity and/or price and/or interest rate specified in paragraph 2.2.1 above,
and subject to the product of the number of units offered at the price not
changing by more than 30% of the said product, derived from the price and
quantity stated in the prospectus. The said updated quantity, price and interest

rate will be specified in the supplementary notice.

E. A breakdown of the early commitments made, including the names of the
classified investors as defined in the regulations of the offering, as well as the

amount and rate of interest to which the classified investors have committed.

F. Details of expenses mcurred by the offering and the issue of the securities,

including early commitment fees, centralization and distribution.

G. Any detail, the amendment of which is required due to an amendment in the
terms of the said offered securities, including the issvance costs, for the offered

securities and their purpose.

H. Following the publication of the supplementary notice, the period for
submitting orders to purchase the securities offered to the public pursuant to
this prospectus will end not earlier than the end of seven hours, of which at
least least five (5) trading hours, from the publication of the supplementary
notice, and no later than 45 days from the publication of the supplementary
Prospectus, meaning till January 13™ 2016.

During the period commencing on the date of publication of the supplementary
prospectus and ending on the date of publication of the supplementary notice, the
Company will contact the classified investors, in order to receive from them their early
commitments to purchase the units offered under this supplementary prospectus. All
of the commitments of the classified investors shall be submitted to the Company on
order forms through the lead manager of the offering and will state the number of
requested units and the rate of interest, not exceeding the maximum interest rate that

will be published as part of the supplementary notice.
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2.5

2.6

2.6.1 -

2.6.2

2.6.3

The supplementary notice will be submitted through the electronic due diligence

system and shall be distributed in a manner and where this prospectus was published.

Upon its publication, the supplementary notice shall become an integral part of this

Prospectus.

The TASE approval of the listing of the Debentures (Series A) offered under this
supplementary prospectus shall be given prior to publication of the supplementary
notice with respect to the offering under this supplementary prospectus, as specified

above.

Avoiding capital dilution

In the period between the date of this prospectus and the allotment of securities
offered under this Prospectus, the Company shall not perform any act, except for the
offering under this Prospectus, which could lead to “dilution of capital” as this term
is defined in Regulation 38 of the Securities Regulations (Details, Structure and
Form of Prospectus), 5729-1969.

Avoiding making arrangements

The Company, the directors and the underwriter undertake, by their signature on this
Prospectus, to refrain from making any arrangements not stated in the Prospectus,
with respect to the offering of the securities, their distribution and circulation to the
public and undertake not to grant a right to the buyers of the securities under this
Prospectus to sell the securities they purchased beyond that stipulated in the

Prospectus.

The Company, the directors and the underwriter undertake, by their signature on this
Prospectus, to notify the Securities Authority of any arrangement known to them
with a third party that contradicts their undertakings as stated in section 2.6.1 of the
Prospectus.

The Company, the directors and the underwriter undertake, by their signature on this
Prospectus, to refrain from making arrangements with respect to the securities
offered under the Prospectus with any third party whatsoever, which to the best of
their knowledge, made arrangements in contrast to the provisions of section 2.6.1 of

the Prospectus.
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2.6.4

The Company, the directors and the underwriter shall not receive subscriptions for
secutities under this Offering from a distributor, which has not undertaken in writing
to act in accordance with the provisions of this section. The Company and the
underwriter shall submit to the Securitics Authority a copy of the letter of

undertaking of said distributors,
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2.7

2.7.1

Taxation

Taxation of income under Canada

The following is, as of the date hereof, a summary of the principal Canadian federal
income tax considerations generally applicable under the Tax Act to a holder of the
Debentures who acquires and holds the Debentures pursuant to the Offering and
who, for purposes of the Tax Act and at all relevant times, holds the Debentures as
capital property, deals at arm's length and is not affiliated with the Corporation (a
“Holder”). Generally, the Debentures will be considered to be capital property to a
Holder provided that the Holder does not hold the Debentures in the course of
carrying on a business of buying and selling securities and has not acquired them in

one or more transactions considered to be an adventure in the nature of trade.

This summary is not applicable to a Holder: (i) that is a “financial institution” (as
defined in the Tax Act for purposes of the mark-to-market rules); (ii) that is a
“specified financial institution” (as defined in the Tax Act); (iit) an interest in which
is a “tax shelter investment” (as defined in the Tax Act); (iv) who makes or has made
a functional currency reporting election pursuant to section 261 of the Tax Act; (v)
who has entered into or will enter into a “derivative forward agreement” (as defined
in the Tax Act) with respect to any Debentures; or (vi) that is a resident of Canada
nor deemed to be resident in Canada. Any such Holder should consult its own tax

advisor with respect to an investment in the Debentures.

This summary is based on the current provisions of the Tax Act and (management’s)
understanding of the current published administrative practices and assessing policies
of the Canada Revenue Agency (the “CRA”). This summary also takes into account
all specific proposals to amend the Tax Act that have been publicly announced by or
on behalf of the Minister of Finance (Canada) before the date hereof (the “Proposed
Amendments”). This summary assumes that all such Proposed Amendments will be
enacted in the form proposed, however, no assurance can be given that the Proposed
Amendments will be enacted in the form proposed, if at all. This summary is not
exhaustive of all possible Canadian federal income tax considerations and, except for
the Proposed Amendments, does not take into account any changes in the law,
whether by legislative, governmental or judicial action, nor does it take into account
provincial, territorial or foreign tax considerations, which may differ significantly

from those discussed herein.
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This summary is of a general nature only and is not intended to be, nor should it be
construed to be, legal or tax advice to a particular Holder of the Debenture, and no
representations with respect to the income tax consequences to any Holder or
prospective Holder are made. Consequently, Holders and prospective Holders should
consult their own tax advisors for advice with respect to the tax consequences to
them of acquiring the Debenture pursuant to the Offering, having regard to their

particular circumstances.
Holders Not Resident in Canada

The following summary applies to a Holder of the Debentures who, at all relevant
times, for the purposes of the Tax Act and any applicable income tax treaty or
convention: (i) is neither a resident of Canada nor deemed to be resident in Canada,
(if) does not use or hold, is not deemed to use or hold and will not vse or hold the
Debenture in carrying on a business in Canada, (iii) is entitled to receive all
payments (including interest and principal) in respect of a Debenture, and (iv) deals
at arm’s length with any transferee that is resident in Canada and to whom the Holder
disposes of a Debenture (a “Non Resident Holder”). In addition, this summary does
not apply to an insurer who carries on an insurance business in Canada and
elsewhere or an authorized foreign bank (as defined in the Tax Act) or a Non-
Resident Holder that is at any time a “specified shareholder” (as defined in

subsection 18(5) of the Tax Act) in relation to the Corporation.

(1) Taxation of Interest on Debentures

A Non-Resident Holder will generally not be subject to Canadian withholding tax in
respect of amounts paid or credited or deemed to have been paid or credited by the
Corporation as, on account or in liev of, or in satisfaction of, interest or principal on
the Debentures, 1f in the future tax withholding obligation to the Company will incur,
the Company shall report in an immediate report prior to the date of payment, and
the obligation to apply tax deductible will be on the company.

(i) Disposition of the Debentures

A Non-Resident Holder will not be subject to tax under the Tax Act in respect of any
capital gain realized by such Non-Resident Holder on a disposition or deemed
disposition of a Debenture unless the Debenture is, or is deemed to be, “taxable
Canadian property” (as defined in the Tax Act) to the Non-Resident Holder at the
time of disposition. The Debentures will not constitute taxable Canadian property of
a Non-Resident Holder.




2.7.2

Taxation of income under the laws of the State of Israel

As usual when making any investment decision, the investor must consider the tax
consequences arising from investing in the securities offered in the prospectus. The
prospectus does not purport to provide an authoritative and/or complete
interpretation of the provisions of the law or an exhaustive description of the tax
provisions applying to the securities offered in the prospectus, and it does not take
the place of legal and professional advice on the subject, which must be obtained

based on the specific parameters of each investor.

On July 25, 2005 the Knesset passed the Income Tax Ordinance Amendment Law
(No. 147), 5765-2005. The amendment significantly modifies the provisions of the
Income Tax Ordinance [New Version], 5721-1961 (hereinafter; "the Ordinance")
pertaining to the taxation of securities traded on the stock exchange. As of the date
of this prospectus, not all the new regulations in the wake of the amendment have
been published. Furthermore, there is still no practice in place for some of the
provisions of the amendment, and no court ruling exists that interpret the new tax

provisions in the amendment.

On August 13, 2012 the Deficit Reduction and Change in the Tax Burden Law
(Legislative Amendments), 5772-2012 was published in the Official Gazette. The
law included Amendment No. 195 to the Ordinance (hereinafter: "Amendment
195"), in the framework of which section 121B was added, providing that an
individual with taxable income of more than NIS 800,000 in the tax year (adjusted to
the index) will be liable, starting from 2013, to an additional tax on the portion of his
taxable income in excess of NIS 800,000, at a rate of 2% beyond that stated above
("surtax") (for 2015 — an income above NIS 810,720).

On August 5, 2013 the Change in National Priorities Law (Legislative Amendments
for Achieving the Budgetary Targets for 2013 and 2014), 5773-2013 was published
in the Official Gazette, in the framework of which, inter alia, the corporate tax rate

was increased starting from 2014 to 26.5%.

As usual when making any financial investiment decision, one must consider the tax

consequences arising from investing in the offered securities,
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The provisions of the prospectus regarding the taxation of securities do not purport
to be an anthoritative interpretation of the statutory provisions referred to herein, and
they do not take the place of professional advice based on the specific parameters

and particular circumstances of each investor.

Under the current law, the securities offered in this prospectus are subject to the tax

arrangements described in brief below:

Capital gains on the sale of securities

In accordance with section 91 of the Ordinance, a real capital gain on the sale of
securities by an Israeli-resident individual is liable to tax at the marginal rate
applying to the individual under section 121 of the Ordinance, subject to a maximum
of 25%, and the capital gain will be regarded as the highest bracket in the scale of
his taxable income, provided that the sale of the securities does not constitute
business income of the individual and the individual did not claim financing
expenses. Regarding the sale of securities by an individual who is a "substantial
shareholder" in a company, i.e. he held, directly or indirectly, alone or jointly with
another® — of at least 10% of one or more types of means of control in the company
on the date of the sale of the securities or at any time during the 12 months prior to
such sale (hereinafter: "substantial shareholder”) — the tax rate on a real capital
gain earned by him will stand at a maximum of 30%. Notwithstanding the foregoing,
a capital gain of an individual on the sale of a debenture that is not linked to the
index’ (or that is not denominated in a foreign currency or whose value is not linked
to a foreign currency) will be liable to tax at a rate not exceeding 15%, or 20% in the
case of a material shareholder, and the entire capital gain will be deemed a real
capital gain. Furthermore, where an individval claimed real interest expenses and
linkage differences on securities, the capital gain on the sale of the securities will be
liable to tax at a rate of 30%, up to the enactment of provisions and conditions for
the deduction of real interest expenses under sections 101A(a)(9) and101A(b) of the
Ordinance. Said reduced tax rate will not apply to an individual whose income from
the sale of securities constitutes "business" income, m accordance with the
provisions of section 2(1) of the Ordinance. In this case, the individual will be
charged a marginal tax rate in accordance with the provisions of section 121 of the

Ordinance.

2 As this term is defined in section 88 of the Ordinance.
3 As this term is defined in section 91 of the Ordinance.
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2.7.2.2 A body of persons will be liable to tax on real capital gains on the sale of securities

2723

2.72.5

at the rate prescribed in section 126(a) of the Ordinance, as explained above (26.5%

starting from January 1, 2014),

An exempt mutual fund as well as provident funds and entities exempt from tax
under section 9(2) of the Ordinance are exempt from tax on capital gains from the
sale of securities, as stated, if they satisfy the conditions prescribed in that section.
The income of a taxable mutual fund from the sale of securities is subject to the tax
rate applying to the income of an individual that does not constitute income from a
"business” or "profession,” unless the law provides explicitly otherwise. If no special
tax rate has been set for the income, it will be liable to tax at the maximum rate

stipulated in section 121 of the Ordinance.

Regarding withholding tax from real capital gain in the sale of offered securities, in
accordance with sections 164-243 of the Ordinance and provisions of the Income
Tax Regulations (Deduction from Proceeds, Payment or Capital Gain From Sale of
Securities, Sale of a Trust Fund Unit, or from a Future Transaction), 5763- 2002, the
payer paying the seller (as this term is defined in these regulations) a consideration
on the sale of a security that is not linked to the index, at a rate of 15% of the capital
gain when the seller is an individual, and 26.5% of the real capital gain when the
seller is a group of persons. However, this is subject 1o approvals of exemption (or a
reduced rate) from withholding tax and subject to the offset of losses the
withholding tax payer is authorized to perform. In addition, no tax will be withheld
in the case of provident funds, mutual funds and other entities exempt from
withholding tax under the law. It is noted that if on the date of sale, the full
withholding tax is not deducted from the real capital gain, the provisions of section
91 (d) of the Ordinance and directives concerning the reporting and making a

payment in advance with respect of such sale shall apply.

2.7.3 Tax rate applying to interest income on debentures

2.7.3.1 [Deleted]

2.7.3.2 [Deleted]

2,133

In accordance with section 125C(c) of the Ordinance, an individual will be liable to

tax at a rate of 15% on interest (including partial linkage differences as defined in
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2.73.5

2.73.6

2.1.3.7

section 3(e6) of the Ordinance) or discounting charges arising from a debenture not

linked to the index.

In accordance with section 125C(d) of the Ordinance, said reduced tax rates will not
apply, inter alia, if one of the following conditions is fulfilled: (1) the interest
constitutes income from a "business" or "profession" in accordance with section 2(1)
of the Ordinance or is recorded or required to be recorded in the individual's account
books; (2) the individual claimed a deduction on interest expenses and linkage
differences in respect of the debentures; (3) the individual is a substantial
shareholder — as defined in section 88 of the Ordinance — in the company paying the
interest; (4) the individual is an employee of the company paying the interest or
provides services or sells products to it, or he has another special relationship with
the company, unless it was proven to the satisfaction of the assessing officer that the
interest rate was set in good faith and was not influenced by the existence of such a
relationship between the individual and the body of persons; (5) another condition
set by the Minister of Finance with the approval of the Knesset Finance Committee
is fulfilled. In such cases, marginal tax will apply in accordance with the provisions

of section 121 of the Ordinance,

The tax rate applying to income from interest or discounting fees of an Isracli-
resident body of persons other than a body of persons regarding which the
provisions of section 9(2) of the Ordinance apply to the determination of its
income, excluding accrued interest in accordance with section 3(h) of the

Ordinance, is the corporate tax rate (26.5% starting from January 1, 2014).

An exempt mutual fund as well as provident funds and entities exempt from tax
under section 9(2) of the Ordinance are exempt from tax on income from interest or
discounting fees, as stated, subject to the provisions of section 3(h) of the Ordinance
regarding interest or discounting fees accrued in the period of holding by another.
The income of a taxable mutual fund from interest or from discounting fees will be
liable to the tax rate applying to the income of an individual which is not income

from a "business" or "profession,” unless it is determined otherwise.

In accordance with the provisions of section 9(15d) of the Ordinance, a foreign

resident’ is exempt from tax on income from interest, from discounting fees or from

* Foreign resident — A person who is a foreign resident on the day of receipt of the interest, the discounting fees
or the linkage differences, as the case may be, excluding any of the following: (1) a substantial shareholder in the
issuing body of persons; (2) a relative, as this term is defined in paragraph 3 of the definition of a relative in
section 88 of the Ordinance, of the issuing body of persons; (3) a person who is employed by, provides services
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linkage differences in respect of a debenture traded on the stock exchange in Israel
that was issued by an Israeli-resident body of persons, provided the income is not in
a permanent enterprise of the foreign resident in Israel. Subject to the provisions of
the treaty for the avoidance of double taxation concluded between the State of Israel
and the country of residence of the foreign resident, and subject to a certification by

the Tax Authority, the exemption will not apply in the following cases:

a. The foreign resident is a substantial shareholder in the issuing body of persons,

or

b. The foreign resident is a relative, as defined in paragraph (3) of the definition of

"relative” in section 88 of the Ordinance, of the issuing body of persons, or

¢. The foreign resident is employed by, provides services or sells products to or has
a special relationship with the issuing body of persons (unless it was proven that
the interest rate or discounting fees was set in good faith and was not influenced

by the existence of the special relationship).

d. A foreign resident company which is held by Israeli residents, as stipulated in

section 68A ofthe Ordinance.

Pursuant to the provisions of section 4a of the Income Tax Ordinance, the place
where income was derived from interest, discount fees and linkage differences, shall
be determined based on the Payer’s place of residence. As a consequence, if it is
determined that the Payer is not an Israeli resident and the recipient of the interest or
discount fees is also not an Israeli resident, this income shall not be liable for tax in

Israel.

If the above exemption does not apply, the interest income of a foreign resident
(individual and body of persons) arising from securities will be subject to a tax rate
in accordance with the provisions of the Ordinance, as explained above, or in
accordance with the provisions of the treaty for the avoidance of double taxation that
was concluded between the State of Israel and the country of residence of the
foreign resident, subject to the receipt of a suitable certification from the Tax

Authority.

[Deleted]

to, sells products to or has a special relationship with the issuing body of persons, unless it was proven to the
assessing officer's satisfaclion that the interest rate or the discounting fees were set in good faith and were not
influenced by the existence of such relationship; (4) a foreign-resident company held by an Israeli resident, as
provided in section 68A of the Ordinance.
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2.73.10

27.3.11

2.7.3.12

In accordance with the Income Tax Regulations (deduction from interest, dividend
and certain profits), 2005, and the provisions of section 170 of the Ordinance, the
rate of withholding tax on interest (as defined in the above regulations)® paid on
stock exchange traded debentures, for an individual (also a foreign resident) who is
not a substantial shareholder in the company paying the interest, where the
debentures are not linked to the consumer price index or to a foreign currency, is
15%. On the other hand, for an individual who is a substantial shareholder in the
company paying the interest or working in the company paying the interest or
provides services or selling products to the Company, the tax rate will be the
maximum marginal rate under section 121 of the Ordinance, as explained above. For
a body of persons (Isracli resident and foreign resident), tax will be deducted at the
corporate tax rate prescribed in section 126(a) of the Ordinance (26.5% effective
from 2014 and thereafter).

In accordance with the provisions of section 2(4) and other relevant statutory
provisions and other relevant statutory provisions, a discount on debentures® is
deemed the same as interest liable to tax and to withholding tax as discussed above.
Withholding tax is deducted from discounting charges on the debenture principal
maturity dates. It is clarified that in accordance with the Tax Authority directives
dated December 27, 2010, the deduction of withholding tax from interest (including
from discounting fees)’, as stated, and its transfer to the Tax Authority is done by
stock exchange members and not by the company. The company shall transfer to the
stock exchange members (through the stock exchange) the gross interest amount as
well as the information in its possession regarding the holders and the security on

which such interest is being paid.

Regulation 4 of the Income Tax Regulations (Calculation of Capital Gain on the
Sale of a Security Traded on the Stock Exchange, Government Loan or Mutual Fund
Unit), 5763-2002, provides that upon the redemption of debentures traded on the
stock exchange on which discounting fees are also paid,® the proceeds of the
redemption will be deemed to be the proceeds plus the discounting fees if all of the
following conditions are fulfilled: (1) the capital gain on the sale of the debenture is

not tax free; (2) a capital loss is created on the redemption date; and (3) the

* Interest — interest, linkage differences not exempt under any law, including partial linkage differences, as
defined in section 9(13) of the Ordinance, and discounting fees.

¢ That stated is relevant only 1o an offering of additional debentures (Series A) at a discount.

"That stated is relevant only to an offcring of additional debentures (Scries A) at a discount.

& That stated is relevant only to an offering of additional debentures (Serics A) at a discount
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redemption is not by the controlling person or the person who held the debenture
from when it was allotted or issued, all the above up to the amount of the capital
loss, The discounting fees that are regarded as proceeds under these provisions will

not be deemed as income under section 2(4) of the Ordinance.
[omitted]

Offering of additional debentures in a series expansion

In accordance with the provisions of section 2(4) of the Income Tax Ordinance
(New Version), 1961, discounting fees on debentures are regarded as interest liable
to tax, to which the rules of deduction of tax at source apply upon redemption. As a
general rule, the discounting rate is set as the difference between the stated value of
the debentures and the proceeds that will be received, where this difference is
positive. Debentures (Series A) which are being offered to the public under this

prospectus are not issued at a discount.

Should the Company issue in the future additional series’ A debentures, in a series
expansion, at a different discounting rate than for the same series (including no
discount, if relevant), it will apply, prior to the expansion of the series, to the Tax
Authority for its certification that for the purpose of deducting withholding tax on
discounting fees on debentures (Series A), the debentures will be set a uniform
discounting rate according to a formula that weights the different discounting rates,
if any, in the same series (hereinafter in this section: "the weighted discounting
rate"). If such a certification is received, the Company will calculate, prior to the
series expansion, the weighted discounting rate on all the debentures in accordance
with that certification, and prior to the series expansion the Company will issue an
immediate report in which it specifies the weighted discounting rate for the entire
series, and tax will be deducted on the dates of r.edemption of debentures from that
series according to said weighted discounting rate and in accordance with the
provisions of the taw. In such case, all the other statutory provisions relating to the
taxation of discounting charges will apply, If no such certification is received from
the Tax Authority, the Company will issue an immediate report, prior to the series
expansion, in which it advises that no certification was received and that the uniform
discounting rate will be the highest discounting rate created in respect of the series,
and all the other statutory provisions relating to the taxation of discounting fees will
apply. The stock exchange members will deduct withholding tax upon the

redemption of the series, according to the rate reported as stated.
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Accordingly, there may be cases in which the withholding tax will be deducted on
discounting fees at a higher rate than the discounting fees set for holders of
debentures from the series prior to the series expansion (hereinafter: "the excess
discounting fees"), whether or not a certification was received from the Tax
Authority for setting a uniform discounting rate for that series. A taxpayer who held
debentures from said series prior to the series expansion and until the redemption of
the debentures held by him, will be entitled to file a return with the Tax Authority
and to receive a tax refund in the amount of the tax that was deducted from the

excess discounting fees, to the extent he is entitled to such a refund by law.

The stock exchange members will deduct at source from the interest payments made
by thein to the debenture holders the tax payments that are required to be deducted at
source, except for entities that are exenpt from such deduction in accordance with
the law. On the debenture principal maturity dates the stock exchange members will

deduct withholding tax on the discounting charges, if any, as discussed herein.

Offsetting losses from the sale of the offered securities

In general, losses from the sale of the offered securities shall be deductible only in
cases where, if capital gains were created, they would be liable for tax. A capital loss
from the sale of securities by an individual or a company shall be deductible against
real capital gains in accordance with the principles prescribed in section 92 of the
Ordinance, whether the losses/gain derived from an asset (including a marketable
security in or outside Isracl (except for a taxable capital gain which will be offset at
aratio of 1 to 3.5). A capital loss from the sale of securities during the tax year may
be offset, during the same tax year, also against dividends or interest in respect of
the same security and also against dividend or interest income in respect of other
securities, provided the tax rate applicable to interest or dividend from the other
securities does not exceed the rate of Companies tax in accordance with section
92(a)(4) to the Ordinance. Losses from the sale of securities that cannot be deducted
in the tax year as aforesaid, can be deducted in the subsequent tax years, one after
the other, only against capital gains and land betterment as stated in section 92(b) of
the Ordinance, provided a report is submitted to the assessment officer indicating the
tax year in which the loss was incurred. On August 31, 2011 an Amendment was
published in the records to Income Tax Regulations (Deduction from Proceeds,

Payment or Capital Gains on the Sale of Securities, on the Sale of a Trust Fund Unit
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or in a Future Transaction), 2011, The said amendment provides that the calculation
of capital gains for the purpose of deducting withholding tax on the sale of
marketable securities, trust fund units and future transactions (hereinafter —
“Marketable Securities”), the assessee will offset the capital loss in respect of the
sale of Marketable Securities under its management, provided that the gains were
created in the same year as the loss, whether prior to or subsequent to the date in
which the loss was recorded. The said amendment will take effect as of January 1,
2012. Real Josses on securities as the term is defined in section 6 of the Adjustment
Law (in its wording prior to the cancellation thereof), that were created prior to
January 1, 2006 and were not offset prior to that date, and which may be carried
forward pursuant to the provisions of Section 6, may be offset only against gains
from the sale of securities traded on the stock exchange. If the seller was a financial
institution when the loss was created, for purposes of section 28 (b) of the ordinance,

the loss shall be deemed as a carried forward loss in a business.

The above general description does not take the place of individual advice by
experts, taking into consideration the specific circumstances of each investor. It
is recommended to anyone considering purchasing securities under this
prospectus to apply for professional advice that clarifies the tax consequences

for him, taking into consideration his specific circumstances.

Owing to significant tax changes that have occurred in the capital market in the
wake of the income tax reform, the proper practice for implementing its
provisions has still not developed, and there might be several interpretations
regarding the manner of their implementation. Moreover, there may be
legislative changes in the provisions of the reform, Naturally, the content and
effect of such changes cannot be foreseen, including in relation to the tax

rulings received by the Company.

As usual when making any financial investment decision, one must consider the
tax consequences arising from an investment in the securities offered under this
prospectus. It is clarified that the above description reflects the statutory
provisions as in effect on the prospectus date, and that these provisions could
change and lead to different results. It should also be emphasized that the
foregoing does not purport to be an authoritative interpretation of the statutory
provisions referred to in the prospectus. Hence, the foregoing general

discussion is not a substitute for individual advice by experts, taking into
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consideration the specific circumstances of each investor, It is recommended to
anyone considering purchasing securities under this prospectus to apply for
professional advice that clarifies the tax consequences for him, taking into

consideration his specific circumstances.




2.8

Terms of the Debentures (Series A)

In section 2.8 below the following terms shall have the meaning set out next to them

“Debenture Holder”

and/or “Holder”

“Amount of the

Principal”

“Nominee Company”
“Trading Day”
“Business Day” or “Bank
Business Day”

“Debentures”

“The Trustee”

“Special Resolution”

BEach of the following;: (1) a person in whose name a
debenture is registered with a TASE member, and
such bond is included in the debentures registered in
the Register of Debenture Holders, in the name of
the Nominee Company; (2) the person in whose
name a debenture is registered with the Register of

Debenture Holders;

The outstanding par value of the debentures;

Registration Co. of United Mizrahi Bank Ltd. or a

nominee company in its place;

The day on which transactions are performed on the
TASE;

Any day on which the TASE Clearing House and

most of the banks in Israel are open for transactions;

Registered Debentures (Series A) of NIS 1 par

value, which are offered under this Propsectus;

Reznik Pax Nevo Trusts Ltd. and/or anyone serving
from time to time as frustee for the Debenture

Holders (Series A) pursuant to the Deed of Trust;

A resolution adopted at a general meeting of the
Debenture Holders (Series A), at which holders of
at least fifty (50%) of the outstanding par value of
the Debentures (Series A) were present, in person or
by proxy, or at an adjourned meeting, at which
Debenture Holders were present, in person or by
proxy, holding at least twenty percent (20%) of
such outstanding balance, and which was adopted
(whether at the original meeting or at the adjourned

meeting) by a majority of at least two thirds (2/3) of
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the outstanding par value of the Debentures (Series

A), which is represented in the vote;

“Rating” Rating by a rating agency authorized by the
Supervisor of the Capital Market, Insurance and
Savings in the Finance Ministry;

“Rating Company” Midroog Ltd. (hereinafter — “Midroog”), Standard

& Poor’s Maalot (“Maalot”®) or another rating
agency that was authorized by the Supervisor of the
Capital Market, Insurance and Savings in the

Finance Ministry;

In this Deed of Trust and in the Debentures, the rating shall have the meaning

set forth in the table below:

CALR

ilA- as rated by Maalot or A3 as rated by Midroog or a
rating equivalent to these ratings, which will be assigned
by another rating company which is rating or will rate the

Debentures (Series A).

66BBB+ ki

iIBBB-+ as rated by Maalot or Baal as rated by Midroog or
a rating equivalent to these ratings, which will be assigned
by another rating company which is rating or will rate the

Debentures (Series A).

‘GBBB”

iIBBB as rated by Maalot or Baa2 as rated by Midroog or a
rating equivalent to these ratings, which will be assigned
by another rating company which is rating or will rate the

Debentures (Series A).

“BBB-”

iIBBB- as rated by Maalot or Baa3 as rated by Midroog or
a rating equivalent to these ratings, which will be assigned
by another rating company which is rating or will rate the

Debentures (Series A).

6‘BB+”

ilBB+ as rated by Maalot or Bal as rated by Midroog or a
rating equivalent to these ratings, which will be assigned

by another rating company which is rating or will rate the
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2.8.3

2.8.4

Debentures (Series A).

Date of repayment of the debenture principal

The Debentures (Series A) shall be paid in five (5) unequal installments on
December 31, 2017, June 30, 2018, December 31, 2018, June 30, 2019 and
December 31, 2019 (inclusive) such that the first payment will constitute 10% of the
total nominal value of the principal of the Debentures (Series A) and the second,
third and fourth payments will constitute 22% of the total nominal value of the
principal of the Debentures (Series A) and the fifth payment will constitute 24% of
the total nominal vatue of the principal of the Debentures (Series A).

Interest on the Debentures (Series A)

The outstanding balance of the principal of the Debentures (Series A) shall bear

fixed annual interest at a rate to be determined in a tender.

The interest on the Debentures (Series A) shall be paid on June 30 and on December
31 of each of the years 2016 to 2019 (inclusive), for the six-month period ending on
the day before the payment date (hereinafter — “the Interest Period”). The interest
rate payable in respect of a specific interest period (excluding the first interest
period) (i.e. the period commencing on the payment day of the previous interest
period and ending on the last day before the next payment date after the
commencement thereof) shall be calculated as the annual interest rate divided by
two. The first interest payment on the Debentures (Series A) will be made on June
30, 2016, for the period commencing on the first trading day after the date of tender
on the Debentures (Series A) and ending on June 29, 2016, is calculated on the basis
of 365 days a year according to the number of days in this period. Following the
results of the interest rate tender, the Company shall publish the periodic interest rate
(which is the annual interest rate divided by two) and the interest payable in respect

of the first interest period.

The last payment of interest on the Debentures (Series A) shall be made together
with the last payment on account of the principal on the Debentures (Series A) on
December 31, 2019, against the delivery of debenture certificates to the Company on
the payment date. Withholding tax shall be deducted from each payment.

Deleted

Deferral of dates
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2.8.5
2.8.6

2.8.6.1

2.8.6.2

If the date specified for making any payment of principal and/or interest falls on a
day that is not a business day, the payment date shall be deferred to the business day
immediately following that day, with no additional payment, and the "effective date"
for determining entitlement to redemption or interest shall not be changed by reason

thereof.

[Deleted]

Principal and interest payments on the Debentures

Any payment on account of principal and/or interest shall be made on the dates
specified in section 2.8.1 and 2.8.2 of the Prospectus, and subject to the terms
stipulated therein, Any payment on account of principal and/or interest shall be
made to holders whose names are registered in the register of Debenture Holders, on
the effective date for said payment, except for the final payment of principal and
interest, that shall be made against the delivery of the relevant debenture certificates
on the payment date, at the Company's registered office or at any other place as
notified by the Company, at least 5 bank business days before the date designated
for the final payment. With respect to arrears interest that will apply in the event of
delay in the payment of any amount on account of the principal and/or the interest,
see section 4(a) of the “Terms Overleaf” in the First Addendum to the Deed of Trust

attached as Appendix 1 hereto.

“The LEffective Day” for determining eligibility for the payment of principal or
interest shall be 6 days before the date of any payment, as follows: June 24 (in
relation to payment that falls on June 30) and December 25 (in relation to payment
that falls on December 31) of each of the years 2016 to 2019 in relation to interest
payments and on June 24 (in relation to payment that falls on June 30) 2018 til1 2019
and on December 25 (in relation to payment that falls on December 31) of each of
the years 2017 until 2019 in relation to principal payments. The final payment of
principal and interest shall be made against the delivery of the debenture certificates
on the payment date, at the Company's registered office or at any other place as
notified by the Company, at least 5 bank business days before the date designated
for the final payment. That is, the effective day for the final payment of principal

and interest shall be the payment day.

Any payment under the Debentures to a registered holder shall be made by checks or
by a bank transfer to the credit of his bank account, the details of which will be

delivered to the Company in advance by said holder, in accordance with the
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2.8.6.4

2.8.6.5

2.8.6.6

2.8.7

2.8.7.1

2.8.7.2

provisions of section 2.8.6.4 below, to which the said payments shall be transferred.
Any payment under the debenture to unregistered holders shall be made through the
TASE Clearing House,

If the Company is unable to pay any amount to the holder of debentures for reasons
related to the holder, it will deposit this amount with the Trustee, as stated in section
2.8.7 below.

Any debenture holder who so wishes, may notify the Company of the details of the
bank account to credit the payments under the Debentures to the account as stated,
or of a change in the details of said account or in his address, as the case may be, in
anotice sent by registered mail fo the Company. The Company shall be required to
act in accordance with the holder's notice of change 15 business days after the date

on which the Company received such notice.

If the debenture holder fails to give the Company timely notice of the details of the
bank account to which payments under the Debenture should be transferred, any
such payment shall be made in a check sent by registered mail to his last address
recorded in the register of holders. The sending of a check to a holder by registered

mail as stated, shall be deemed, for all intents and purposes, as payment of the

- amount specified thereon on the date of mailing thereof, subject to the check being

deposited in the bank and actually cashed.

Withholding tax shall be deducted from each interest payment; however, the
Company shall refrain from deducting tax at source if prior to the payment the
holder presents to the Company a certificate. of exemption from withholding tax

from the tax authorities.

Failure to pay for reasons out of the Company’s control

Any amount due to a Debenture Holder which was not paid, for a reason out of
the Company’s control, while the Company was willing and able to pay said
amount, shall cease to bear interest from the date designated for its payment
and the Debenture (Series A) Holder will only be entitled to the amounts he
was entitled to on the date prescribed for repayment thereof on account of the

principal or the interest.

The Company shall deposit with the Trustee, at the ecarliest possible date
following the date designated for payment and no later than 14 days from the

date designated for payment, the sum of the instalment that was not paid on
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2.8.7.3

2.8.7.4

time, as set out in section 2.8.7.1 above, and shall give notice in writing
according to the addresses available to it, if any, to the Debenture (Series A)
Holders, of such deposit, and such deposit shall be deemed as settlement of
such instalment to the Holder, and, in the event of the settlement of all the
amounts due under the Debenture (Series A), also as redemption of the

Debenture by the Company.

Any amount held by the Trustee in trust for the holders shall be deposited by
the Trustee in a bank and held by it, in its name or on its behalf, at its
discretion, in permitted investments as set forth in section 17 of the Deed of
Trust. If the Trustee did same it will owe the holders entitled to said amounts,
only the proceeds from the disposal of the investments less the expenses related
to said investments, including for the management of the trust account and less
its fees and mandatory payments, and it shall pay same to the holders against
such proof as shall be required thereby to its satisfaction, Once the Trustee
receives notice from the holder that such impediment has been lifted, the
Trustee shall transfer to the holder all the funds accumulated in the deposit as a
result of the disposal of the investment, net of all the reasonable expenses and
the trust fund management fees and net of any applicable tax under the law.
Payment shall be effected against presentation of certifications, which are

acceptable by the Trustee, regarding the holder’s right to receipt thereof.

The Trustee shall hold such funds and shall invest them pursuant to the
provisions of section 17 of the Deed of Trust, up to the end of one year from
the final settlement date of the Debentures. After such date, the Trustee shall
refund such amounts to the Company, (including profits thereon), less its
expenses and less its fees and other expenses which were expended in
accordance with the provisions of this Deed (such as payment to service
providers, etc.), and the Company shall hold such amounts in trust for the
Debenture Holders (Series A) that are entitled to such sums for a period of up
to seven (7) years from the final maturity date of the Debentures (Series A),
and in respect of the sums transferred to it by the Trustee, as aforesaid, the
provisions of section 2.8.7.3 above shall apply to it, mutatis mutandis. Funds
that are not claimed from the Company by the Debenture Holders (Series A) at
the end of seven (7) years from the maturity date of the Debentures (Series A)

shall be transferred to the Company’s possession, and it may use the remaining
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2.8.10

funds for any purpose whatsoever. As soon as the amounts are refunded to the
Company the Trustee will not owe the Debenture Holders (Series A) any

payment in respect of the amounts held by it as aforesaid.

The Company shall send a written confirmation of the refunded amounts to the
Trustee as stated in section 2.8,7.4 above and the receipt thereof in trust on
behalf of the Debenture Holders (Series A) and shall indemnify the Trustee for
any claim and/or expense and/or damage of any type whatsoever incurred by it,
in consequence of, and due to, the transfer of the funds as aforesaid, unless the
Trustee has acted negligently (except for negligence which is exempt by taw as

shall be in effect from time to time), in bad faith or maliciously.

Register of Debenture Holders

The Company shall maintain and manage at its registered office a register of
holders of Debentures (Series A) in accordance with the Securities Law, which

shall be open to review by any person.

The Company shall not be obligated to record in the register of holders of
Debentures (Series A) any notice concerning an explicit, implicit or presumed
trust, or a pledge or charge of any nature and kind, or any equitable right, claim
or offset or any other right, in connection with the Debentures (Series A). The
Company shall only recognize the title of the person in whose name the
debentures were registered, provided always that the legal heirs, administrators
of the estate or executors of the will of the registered owner and any person
becoming entitled to debentures due to the bankruptcy of any registered owner
(and in the case of a corporation — due to its winding up) shall be entitled to be
registered as the holder after producing proofs which, in the opinion of the

Company's managers, establish his right to be registered as a debenture holder.

Change of rights

The rights attached to the debentures may be changed as described in section 28

of the Deed of Trust, which is attached as Appendix 1 hereto.

Splitting of Debenture Certificates

In respect of Debentures (Series A) registered in the name of one holder, one
certificate shall be issued to the holder or, at his request, and several certificates
shall be issued to him in a reasonable number (the certificates discussed in this

section are hereinafter referred to as: the "certificates"). Any debenture certificate
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2.8.11

2.8.11.1

2.8.11.2

2.811.3

may be split into several debenture certificates with a total nominal amount equal to
the nominal amount of the certificate it is proposed to split, provided such
certificates are only issued in a reasonable quantity. The split shall be made against
delivery of the relevant debenture certificate to the Company at its registered office
for the performance of the split, together with a written request to make the split,
signed by the registered holder. All the costs entailed in the split, including taxes and
levies, if any, shall be borne by the party requesting the split.

Transfer of Debentures

The debentures are transferrable with respect to the full amount of the nominal
principal, and also a part thereof, provided it is in whole shekels. Any transfer of the
debentures shall be made by a deed of transfer drawn up in the accepted form, duly
signed by the registered holder or his legal representatives and by the transferee or
his legal representatives, which shall be delivered to the Company at its registered
office together with the certificates of the debentures which are being transferred on
the basis thereof as well as any other reasonable proof as requested by the Company
in evidence of the transferor's right to transfer them, If any tax or other mandatory
payment applies to the deed of transfer of the debentures, the Company shall be
given reasonable proof of the payment thereof. The Company's articles as relating to
the transfer and endorsement of fully paid-up shares shall apply, mutatis mutandis,

as the case may be, to the transfer and endorsement of the debentures.

If only part of the principal amount of a debenture is transferred, the debenture
certificate shall first be split, as provided in section 2.8.10 above, into the number of
debenture certificates necessitated thereby, such that the total of the amounts of the
principal in those debenture certificates is equal to the amount of the principal of

such debenture certificate.

Following the fulfilment of all the above stated conditions, the transfer shall be
recorded in the Register, and the Company may demand that a caveat regarding such
transfer be recorded on the transferred debenture certificate that is to be transferred
to the transferee, or that a new debenture certificate be issued to him in its stead, and
the transferee shall be subject to all the conditions set forth in the transferred
debenture certificate, such that the term "holder" where it appears shall be deemed to
refer to the "ransferee," and the transferee shall be regarded as the "holder" for

purposes of the Deed of Trust.




2.8.12 The Deed of Trust

2.8,12.1 General

On December 7, 2015, the Company signed a Deed of Trust with respect to the
Debentures (Series A) with Reznik Paz Nevo Trusts Ltd. (heremafter — “the

Trustee” and “the Deed of Trust”, as the case may be).

The details of the Trustee as given to the Company, as of the date of the Prospectus,
are as follows: Reznik Paz Nevo Trusts Ltd from 14, Yad Harutzim Street, Tel Aviv.
Telephone number: 03-6389200; Fax number: 03-6389222. Contact: Attorney
Michal Avtalion- Rishoni, email: Michal@rpn.co.il

The Trustee is a company registered in Israel, which is engaged in trusteeship, and it
meets all the eligibility requirements of the Securities Law and the regulations

thereunder, to serve as a trustee to the debenture holders.

The Trustee has declared in the Deed of Trust that it fulfils all the eligibility
requirements for trustees of debentures pursuant the Securities Law, 1968
(hereinafier — “the Securities Law™) and any other law and that he has agreed to
sign the Deed of Trust and to act as trustee to the debenture holders under this

Prospectus.

To the best knowledge of the Company, on January 6, 2014 the trustee leamed that
REIT 1 Ltd. (hereinafter - "REIT") had filed a lawsuit against Edri-El Properties
Ltd. (hereinafter - "Edri-El") and against the Trustee (who served as a Trustee of the
holders of the Debentures (Series B) of Edri-El). According to REIT, the lawsuit for
NIS 56 million was filed due to; "basic violations of the sales agreement by Edri-El
and violation of the written undertaking of the Trustee to remove the liens on the

properties”. The Trustee rejected and rejects the claims of REIT.

On August 14, 2014 the trustee learned that Edri-El had filed a lawsuit against the
Trustee (who served as trustee for the holders of Debentures (Series B) of Edri-El).
According to Edri-El, the lawsuit was filed for both direct and indirect damages
caused to Edri-El as a result of the violation of the undertaking by the Trustee to
remove the liens on the properties which led to the failure of a transaction to sell two
properties of Edri-El for the amount of NIS 32,5 million. The Trustee rejected and

rejects the claims of Edri-El.

On December 8, 2014 Reznik Paz Nevo R.P.N Trustees 2007 Ltd. a fully owned

subsidiary of the Trustee (hereinafter: "RPN") (who serves as Trustee for the holders
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of Debentures (Series B) of Ampal American Israel Corporation (hereinafter -
"Ampal") learned that, that Merhav MNF Ltd., a subsidiary of Ampal (hereinafier -
"Merhav") and Mr. Yossi Maiman (hereinafter: “Maiman"), the controlling
shareholder of Merhay, had filed a third party notice against RPN and others in
connection with a lawsuit against Merhav and Maiman on behalf of the Merhav
Group - Ampal Ltd. and Merhav - Ampal Energy Ltd. with regard to an enterprise
producing ethanol in Colombia that was to have been performed by Merhay.
According to Merhav and Maiman, the actjons carried out by RPN and‘others during
the negotiations to formulate an arrangement with the creditors of Ampal caused the
failure of the ethanol enterprise and as a result they are responsible for the debt of
Merhav and Maiman to Ampal in connection with the lawsuit. RPN out rightly

rejected and rejects the claims of Merhav and Maiman.,

The Trustee’s signature on the Deed of Trust does not constitute an opinion by the
Trustee as to the nature of the offered securities or the advisability of investment in

these securities.

The full text of the Deed of Trust and the debentures attached to the Deed of Trust is
attached as Appendix 1 to this chapter. The description hereunder is not a substitute

to reading the full text of the Deed of Trust.

2.8.12.2 Additional data from the Deed of Trust
In addition to that stated in section 2.8.12.1 above, the table below presents
summaries of the other material provisions of the Deed of Trust, which is
attached as Appendix 1 to chapter 2:
Subject Section in the Deed of Trust
A Purchase of debentures by the Company and/or a related person Section 3 of the Deed of Trust

and the implementation of a distribution

Issuance of supplementary debentures Section 4 of the Deed of Trust

Adjustment of the interest rate due to changes in the rating of

€1 the Debentures (Series A) and/or as a result of non-compliance | Sections 3.2 and 5.3 of the Deed
with a financial covenant of Trust
D. Collateral Section 6 of the Deed of Trast
E. | Early redemption initiated by both the TASE and the Company | Section 7 of the Deed of Trust
F. Right to declare the debentares due and payable Section 8 of the Deed of Trust
Claims and proceedings instituted by the Trustee, if any, against ,

G. P & the Cornpgx/ly V> 2B Section 9 of the Deed of Trust
H Trust of proceeds received by the Trustee as a result of

declaring the debentures due and payable and/or as aresult of | Section 10 of the Deed of Trust
proceedings taken by the Trustee, if taken, against the Company
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Trustee’s powers to delay the distribution of funds

Section 12 of the Deed of Trust

Trustee’s notice regarding payments to Debenture Holders of
funds received by it

Section 13 of the Deed of Trust

Company’s failure to pay the Debenture Holders for reasons
beyond its control

Section 14 of the Deed of Trust

&

Investment of funds

Section 17 of the Deed of Trust

=

The Company’s undertakings to the Trustee

Sections 18 to 19 of the Deed of
Trust

Trustee’s reports to the Debenture Holders

Section 22 of the Deed of Trust

Special powers of the Trustee

Section 24 of the Deed of Trust

Trustee’ powers to engage agents

Section 25 of the Deed of Trust

Indemnification of the Trustee

Section 26 of the Deed of Trust

Notices

Section 27 of the Deed of Trust

Waiver, settlements or alterations to the Deed of Trust

Section 28 of the Deed of Trust

Appointment of Trustee and Termination of Trustee's Office

Section 31 of the Deed of Trust

clafelm|o|=]o |z

Trustee’s fees

Appendix 23 of the Deed of
Trust

<

Register of Debenture Holders

Section 29 of the Deed of Trust

Split and transfer of debentures

Sections 9 and 10 of the Terms
Overleaf in the First Addendum
to the Deed of Trust

Meetings of Debenture Holders

Section 32 of the Deed of Trust
and the Second Addendum to
the Deed of Trust

Representation of the Debenture Holders

The Third Addendum to the
Deed of Trust

Pricing Underwriter, Coordination and Distribution

The offering of bonds (Series A) under the prospectus is not secured by an

underwriting commitment. However, Apex Issuances Ltd. ("Apex") acted as the

pricing underwriter (as defined in Section 1 of the Securities Act, 1968) involved in

setting the issuance composition. Serving as a pricing underwriter, Apex signed

prospectus' drafts which were published to the public, hence will be required to sign

the prospectus.

Description of early commitments given, including the distribution fees regarding

such commitments will be described in the supplementary notice.
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2.10

Rating

On December 6, 2015 Midroog has announced an A3 rating to debentures of up to
NIS 200 Million issued by the Company as a new series of debentures. Midroog
has given its consent for the inclusion of the rating report in the prospectus. The

rating report is attached as appendix 2 of the chapter
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Deed of trust for the Debentures (Series A) and its appendices
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Appendix 2

Company rating report Midroog Litd.




Deed of Trust
Drawn Up and Signed on December 7, 2015
(Replaces and cancels a Deed of Trust dated November 29, 2015)

Between:
Urbancorp Ine.

A foreign company incorporated in the District of Ontario, Canada, the registered office of

which is at the following address:
120 Lynn Williams Street, Suite 2A, Toronto Canada

and its address in Israel for the purpose of this Deed of Trust and for the purpose of service

of judicial documents is:
C/0 Shimonov and Co — Law Firm
11, Derech Menachem Begin, Ramat Gan, Rogovin Tidhar Tower, 23" Floor
Tel: 03-6111000
Fax: 03-6133355

{(Hereinafter, the "Company")

Of the first part;
And

Reznik Paz Nevo Trusts Ltd.

Of 14 Yad Harutzim Street, Tel Aviv 67778
Tel: 03-6389200

Fax: 03-6289222

(Hereinafter, the "Trustee")

Of the second part;
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the Board of Directors of the Company decided to approve the issue of Debentures

(Series A) under the terms of the Prospectus ;

on December 6, 2015 Midroog Ltd. (hereinaﬁer —“Midreog”™) announced the
assignment of an A3 rating to the new debenture series to be issued by the Company,

with a total value of up to NIS 200 million par value;

as of the date of signing this Deed of Trust the Company is in compliance with all the
terms of the rating company for the purpose of assigning the abovementioned rating to

the debenture series (Series A) ;

the Trustee is a private company limited in shares that wag incorporated in Israel
pursuant to the Companies Law, 5759-1999 (hereinafter: “the Companies Law”), the

main purpose of which is to engage in trusteeship activities;

the Trustee has declared that there is no impediment under the Securities Law, 5728-
1968, or any other law, 1o prevent it from entering into this Deed of Trust with the
Company and that it complies with the requirements and qualifications stipulated in the
Securities Law to serve as Trustee for holders of the Debentures (Series A) offered

under the Prospectus;

the Trustee has no material interest in the Company and the Company has no personal

interest in the Trustee;

the Company declares that there is no impediment under any law to enter into this Deed

of Trust with the Trustee;

under the Prospectus the Company is to issue up to NIS 200,000,000 par value
Debentures (Series A) as specified in section 2 of this Deed of Trust;

the Debentures (Series A) will be listed for trade on the Tel Aviv Stock Exchange Ltd;

subject to the success of the issue, the Company will be a reporting corporation;

the Compary has applied to the Trustee to serve as Trustee for the holders of
Debentures(Series A) and the Truslee has agreed to sign this Deed of Trust and to act as
the Trustee of the holders of Debentures (as they are defined above), all subject to and in

accordance with the terms of this Deed of Trust;

Now, therefore, it is agreed, declared and stipulated by the Parties as follows;
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Preamble, Interpretation and Definitions
1.1 The preamble to this Deed of Trust and the appendixes attached hereto constitute an
integral part hereof,
1.2 The division of this Deed of Trust into sections as well as the section headings herein is

for the purpose of convenience and easier reference only, and shall not be used for the

purpose of interpretation.

1.3 In this Deed of Trust, where the context so admits, the plural shall include the singular
and vice versa, the masculine gender shall implicitly also refer to the feminine gender
and vice versa, and any reference in the context to a person shall include a corporate
body, all insofar as there is no other explicit and/or implicit provision in this Deed of

Trust or if the content or the context does not demand otherwise.

1.4 With respect to any matter not mentioned in this Deed of Trust and in the event of a
conflict between the provision of the Law and this Deed of Trust, the provisions of the
Israeli Law only shall prevail. In any event of contradiction between the provisions set
forth in the Prospectus in connection with this Deed and/or Debentures, the provisions

of this Deed of Trust shall prevail'.

15 In this Deed of Trust and in the Debentures, the following terms shall have the meaning

set out alongside them, unless otherwise implied in the content or context.

1.5.1  “This Deed” or “Deed of Trust”: this Deed of Trust including the appendices
attached thereto that constitute an integral part thereof;

1.52  “Tender”: the tender on the fixed annual interest rate on the Debentures

(Series A) to be issued by the Company pursuant to the Prospectus;

1.5.3  “Debentures (Series A)”: Debentures (Series A) to be issued by the Company

pursuant to the Prospectus (as specified below);

"'The Company clarifies that as of the date of the Prospectus there is no contradiction between the provisions of
Israeli law and the provisions of the Trust Deed and that there is no confradiction between the provisions pertaining
to Debentures specified in the Prospectus and the provisions of the Deed of Trust and the documents attached

therelo.
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1.5.6

1.5.7

158

1.5.9

1.5.10

1.5.11

1.5.12

1.5.13

1.5.14

1.5.15
1.5.16

1.5.17
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“Debenture Series™; registered Debentures of up to NIS 200,000,000 par
value, the terms of which are as set out in the Certificate of Debentures (Serjes

A) and the Prospectus, pursuant to which they are to be issued;

“The Prospectus”: the Company’s Prospectus published in November 2015
and to be amended in December 2015,

“The Trustee”: Reznik Paz Nevo Trusts Ltd. and/or anyone serving from time

to time as Trustee for the Debenture Holders pursuant to this Deed;

“Register of Debenture Holders” and/or “the Register”: the register of
Debenture Holders as set forth in section 29 of this Deed,;

“Holder” and/or “Debenture Holder”: each of the following: (1) a person in
whose name a debenture is registered with a TASE member, and such
debenture is included in the Debentures registered in the Register of Debenture
Holders, in the name of the Nominee Company; (2) the person in whose name

a debenture is registered with the Register of Debenture Holders;

“Debenture Certificate”: a Debenture certificate the wording of which

appears in the First Schedule to this Deed,

“The Law” or “the Securities Law’”: the Securities Law, 5728-1968 and the

regulations promulgated thereunder, as shall be in effect from time to time;

“The Companies Law”: the Companies Law, 5759-1999 and the regulations

promulgated thereunder, as shall be in effect from time to time;

“Business Day” or “Bank Business Day”: any day on which the TASE

Clearing House most of the banks in Israel are open for transactions;
“Trading Day”: day on which transactions are performed on the TASE;

“Nominee Company”: the Mizrahi Tefahot Bank Registration Company Ltd.

or any substitute nominee company;
“Amount of the Principal”; the nominal value of the Debentures;

“TASE”: the Tel Aviv Stock Exchange Ltd;

“Ordinary Resolution": a resolution passed at a General Meeting of Holders of

|
|
]
Debentures (Series A), of which at least 25% of the nominal value of the |
outstanding Debentures (Series A) were present in person or by proxy, or at an 1

|
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1.5.18

1.5.19

1.5.20

-8

adjourned meeting at which any number of participants were present, and at
which the resolution was passed (whether at the original meeting or the
adjourned meeting) by a majority of at Jeast fifty percent (50%) of the nominal

value of the outstanding Debentures (Series A) represented at the vote;
“Special Resolution™

A resohution adopted at a General Meeting of the Holders of Debentures
(Series A), at which holders of at least 50% of the nominal value of the
outstanding Debentures (Series A) were present, in person or by proxy, or at
an adjourned meeting, at which Debenture Holders were present, in person or
by proxy, holding at least 20% of such outstanding balance, and which was
adopted (whether at the original meeting or at the adjourned meeting) by a
majority of at least two thirds (2/3) of the nominal value of the outstanding

Debentures (Series A), represented in the vote.

“Conflicting Matter”; as per the meaning in Section 9.3 of the Second
Schedule to this Deed;

“Rating”™: rating by a rating agency authorized by the Head of the Capital

Market, Insurance and Savings in the Finance Ministry;

In this Deed of Trust and in the Debentures, the rating shall have the meaning

set forth in the table below:

“ALG

ilA- as rated by Maalot or A3 as rated by
Midroog or a rating equivalent to these ratings,
which will be assigned by another rating
company which is rating or will rate the

Debentures (Series A).

"BBB+ " iIBBB+ as rated by Maalot or Baal as rated by

Midroog or a rating equivalent to these ratings,
which will be assigned by another rating
company which is rating or will rate the

Debentures (Series A).

UBBBH

iIBBB as rated by Maalot or Baa2 as rated by

Midroog or a rating equivalent to these ratings,
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which will be assigned by another rating
company which is rating or will rate the

Debentures (Series A).

“BBB-¢

iIBBB- as rated by Maalot or Baa3 as rated by
Midroog or a rating equivalent to these ratings,
which will be assigned by another rating
company which is rating or will rate the

Debentures (Series A).

‘4BB+5!

ilBB+ as rated by Maalot or Bal as rated by
Midroog or a rating equivalent to these ratings,
which will be assigned by another rating
company which is rating or will rate the

Debentures (Series A).

1.5.21

1.5.22

1.5.23

1.5.24

1.5.25

1.5.26

“The Rating Company”: Standard and Poors Maalot Ltd. (above and below:
“Maalot”), Midroog Ltd. (above and below: “Midroog”) or another rating
company that was authorized by the Supervisor of the Capital Market,

Insurance and Savings in the Finance Ministry;

“Reporting Corporation”; as defined in the Securities Law, as specified in

the Second or Third Addendum to the Securities Law;,
“Controlling Shareholder”; Mr, Alan Saskin;

“Report Regulations”: The Securities Regulations (Periodic and Immediate
Reports), 5730-1970.

“Financial Statements”: audited or reviewed annual or quarterty
consolidated financial statements which the Company is required to publish in

accordance with the Securities Law and the regulations thereunder.

“Dollar” or “Canadian Dollar”; Canadian dollar

Wherever the TASE rules apply or will apply to any act pursuant to this Deed of Trust,

they shall take precedence over the provisions of this Deed of Trust, and the dates of

the said act shall be set in accordance with the TASE rules.
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1.7

1.8

1.9

2.1

2.2

- 10 -
In the event of any conflict between the provisions of this Deed of Trust and the
documents attached thereto, the provisions of the Deed of Trust shall prevail.

In the event of any conflict between the provisions of the Prospectus in connection with

this Deed and/or the Debentures, the provisions of this Deed of Trust shall prevail®.

Signature of the Deed of Trust by the Trustee isnot an expression of the opinion
thereof concerning the quality of the securities being offered or that they are a

worthwhile investment,

Issue of the Debentures; Terms of Issue; Pari Passu Debentures

“The Company will issue the Debentures (Series A) as described in the preamble to this

Deed. The Debentures (Series A) will be listed for trade on the TASE and the Company

will act in an optimal manner for their trading on the TASE for their entire life-term,

The terms of the Debentures (Series A) that will be issued under the Prospectus shall be

as follows:

Up to NIS 200,000,000 par value registered Series A Debentures (hereinafter: “the
Debentures”), repayable in five (5) unequal installments on December 31, 2017, June
30, 2018, December 31, 2018, June 30, 2019 and December 31, 2019 (inclusive) such
that the first payment will constitute1 0% of the total nominal value of the principal of
the Debentures (Series A) and the second, third and fourth payments will constitute
22% of the total nominal value of the principal of the Debentures (Series A) and the
fifth payment will constitute 24% of the total nominal value of the principal of the
Debentures (Series A), bearing a fixed annual (unlinked) interest at a rate not exceeding
the rate determined in the tender (but subject to adjustments in the event of change in
the rating of the Debentures (Series A) and/or faifure to comply with the financial
covenants set forth in section 5.2 and 5.3 below) as shall be determined in the Tender,
payable on June 30 and December 31 of each of the years 2016 to 2019 effective from
June 30, 2016 to December 31, 2019 (inclusive) for the six-month period that ended on
the day prior to the date of payment (hereinafter — the “Interest Period”). The interest

rate payable in respect of a specific interest period (except for the first interest period)

2 For further details see footnote 4 of section 1.1 of the Prospectus.
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(namely, the period commencing on the date of payment of previous interest period and
ending on the last day before the date of payment following commencement thereof)
shall be calculated as the annual interest rate divided by two. The first interest payment
is payable on June 30, 2016 for the period commencing on the first trading day after the
date of the tender on the Debentures (Series A) and ending on June 29, 2016 (above —
the “First Interest Period”), calculated on the basis of 365 days a year and based on
the actual days in this period, and the final interest payment will be paid on December
31, 2019. The Debentures (Series A) will not be linked (principal and interest).

Subject to adjustments in the event of a change in the rating of the Debentures (Series
A) and/or failure to comply with a financial covenant as specified in section 5.2 and 5.3
below and/or entitlement to arrears interest (as it is defined in section 4A of the
overleaf terms in the First Schedule to this Deed), the interest rate on the Debentures
(Series A) shall not exceed the rate to be determined in the tender and shall not be less

than this rate (hereinafter; the “Maximum Interest Rate”),

2.3 The Company reserves the right to an early redemption of the Debentures provided the
terms set forth in section 7 of this Deed are fulfilled.

2.4 The Debentures (Series A) shall rank pari passu among themselves, with respect to the
Company’s obligations under the Debentures, without any preference or priority of one

over the other.

Acquisition of Debentures by the Company and/or a related person and distribution

3.1 The Company reserves its right, subject to the law, to acquire the Debentures (Series A)
at any time and from time to time, without prejudice to the duty to repay the
outstanding Debentures (Series A). In the event of said acquisition, the Company shall
notify the Trustee in writing, without derogating from the duty to submit an Immediate
Report applicable thereto. In the event that the Debentures (Series A) are acquired by
the Company, the Company shall apply to the TASE Clearing House to withdraw the

Debentures so acquired.

In the event of the said acquisition by the Company the acquired Debentures (Series A)
will expire immediately, will be cancelled and delisted from trading and the Company
may not re-issue these Debentures, Nothing in the foregoing shall derogate from the
Company’s right to make an early redemption of the Debentures (Series A) as stated in

section 7 below.
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33

34
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The controlling shareholder of the Company (directly or indirectly) and/or a member of
his family (spouse as well as a sibling, parent, the parent of a parent, offspring or an
offspring of his spouse, or the spouse of each of them) and/or a subsidiary of the
Company and/or a related company of the Company and/or an associate of the
Company and/or a company controlled by any of them (directly or indirectly) (except
for the Company itself with respect to which the provisions of section 3.1 above shall
apply) (hereinafter — “Related Person™) may acquire and/or sell Debentures (Series A)
at their discretion (and subject to any law), at any time and from time to time, including
by means of an issue by the Company, Debentures (Series A) that will be issued under
the Trust Deed. In the event of the said acquisition and/or sale by a subsidiary of the
Company and/or a company controlled by it the Company shall file an Immediate
Report to that effect, The Debentures (Series A) that will be held be a Related Person,

as above, shall be deemed an asset of the Related Person, and if they are listed for

trading, they shall not be delisted from the TASE, and shall be transferrable as the other
Debentures (Series A). The Debentures (Series A) owned by a Related Person shall not

confer on such person voting rights at meeting of Debenture Holders (Series A) and
may not be counted for purposes of determining the existence of a quorum at such
meetings. Meetings of Holders shall be held in accordance with the provisions of the
Second Addendum to the Trust Deed, A Related Person shall report to the Company, to
the extent that he is obligated by law to do so, any acquisition of Debentures (Series A)
and the Company shall submit to the Trustee, at its request, the list of related persons
and the quantities held by them on the date requested by the Trustee based on the
reports received, as noted above, from related persons, which were reported by the
Company via the MAGNA system. It is hereby clarified that reporting via the MAGNA

system shall constitute reporting to the Trustee for the purposes of this section.

Nothing in the foregoing section shall bind the Company and/or a Related Person or the
Debenture Holders (Series A) to acquire Debentures and/or sell the Debentures (Series

A) in their possession.

restriction with respect lo the distribution of dividends or the buyback of its shares,

|
|
1t is clarified that as of the date of signing this Deed the Company is not subject to any |
|
|
|

except as specified in section 5.5 below and subject to the provisions of the law in the

District of Ontario, Canada,

Issue of additional Debentures
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The Company may, from time to time, without requiring the approval of the Trustee
and/or the Holders existing at that time, to issue additional Debentures (Series A)
(whether by way of a private placement or a public offering or by any other way) under

a Prospectus), including to a Related Person (as it is defined in section 3.2 above), on

such terms as it sees fit (the terms of the additional issued shall be identical to the terms
of Debentures (Series A)). However, in this case the annual fees of the Trustee will be
adjusted in accordance with the specifications set out in Appendix 23 of this Deed, The
outstanding Debentures (Series A) on the date of expansion of the series and the
additional Debentures (Series A) (from the date of issue thereof) shall constitute one
series for all intents and purposes. The Company shall apply to the TASE to list the

said additional Debentures (Series A) for trading, once they are issued.

Notwithstanding the aforesaid, an additional issue of Debentures (Series A) shall be
carried out provided all the terms set forth below are met: (a) the additional issue of
Debentures (Series A) does not adversely affect the rating of the Debentures (Series A)
that were initially issued under this Deed, as it shall be at that time (namely: the rating
on the eve of the expansion of the series); (b) on the date of the additional issue the
Company shall be in compliance with the financial covenants set forth in section 6.11
of this Deed; (¢) on the date of the additional issue, in accordance with the recent
financial statements published prior to the date of the additional issue, and following
the additional issue, the Company is in compliance with the said financial covenants;
(d) on the date of the additional issue there was no cause for immediate repayment of
the Debentures; (e) on the date of the additional issue the Company is fulfilling its
material obligations to the Debenture holders; (f) the expansion of the series will not
harm the ability of the Company to redeem the Debentures; (g) the maximum scope of
the series shall not exceed NIS230 million par value. It should be noted that that this
section does not, constitute the Trustee’s agreement for immaterial breaches of this
Deed by the Company. The Company will submit to the Trustee at least 7 days before
the additional issue a written certification signed by the chief financial officer that the
said terms in sections (b) to (g) above, the Trustee will rely on the certification of the
Company and will not perform an additional examination on its behalf, In addition the
Company will submit to the Trustee certification from the rating company or the rating
company report, according to which an additional issue will not impact the rating of the

Debentures as it shall be on the eve of the expansion of the series (publication of the
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said certification or rating company report by the Company shall constitute submission

to the Trustee for the purposes of this section).

The Debentures (Series A) will have an equal security ranking pari passu, among

themselves, without any preference or priority of one over the other.

1f the discount rate set for the additional Series A Debentures, if any, differs from the
discount rate of the outstanding Debentures (Series A) at that time (including lack of
discount, if relevant), the Company shall apply to the tax authority, prior to the
expansion of the bond series, in order to obtain its approval that, for purposes of
deducting withholding tax from the discount fees in respect of the Series A Debentures,
a uniform discount rate be determined for the Debentures (Series A) based on a formula
that weights the different discount rates in the series, if any (hereinafter : the

“Weighted Discount Rate™).

In the event that such approval is obtained, the Company will calculate the Weighted
Discount Rate in respect of all the Debentures (Series A), and will publish an
Immediate Report stating the uniform Weighted Discount Rate for the entire series,
prior to the expansion of the series, and tax will be deducted on the dates of repayment
of the Debentures (Series A), according to the Weighted Discount Rate and in
accordance with the provisions of the law. In such case, all other provisions of the law
relating to the taxation of discount fees shall apply. If such approval is not obtained, the
Company will publish an Immediate Report, immediately prior to the issue of the
additional Debentures (Series A), stating the highest discount rate in respect of that
series. The members of the TASE will deduct withholding upon the repayment of the

Debentures (Series A), in line with the said discount rate which will be reported.

Therefore, there may be cases in which withholding tax will be deducted in respect of
discount fees, at a rate higher than the discount rate set for the holders of Debentures
(Series A) prior to the expansion of the series (hereinafter — “Excess Discount Fees”),
and this will affect them unfavorably whether or not the tax authority approved a
uniform discount rate for the relevant series. In this case, an assessee that held
Debentures (Series A) prior to the expansion of the series, will be entitled to file a tax
report with the tax authority and receive a tax return in the amount of the tax that was
deducted from the Excess Discount Fees, provided he is entitled to such return under

the law.
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Without derogating from the generality of the foregoing, the Company reserves the
right, subject to the provisions of any applicable law, to issue at any time and from time
to time (whether by way of a private placement or public offering or by any other way)
and without requiring the approval of the Debenture Holders (Series A) and/or the
approval of the Trustee, as the case may be, including to a Related Person (as it is
defined in section 3.2 above), additional series of Debentures, as the Company sees fit,
except for Debentures whose commercial terms (namely, the percentage of the
principal repaid on each payment date and the repayment dates of the principal, the
interest rate and the dates of payment thereof, as well as no indexation of the principal
and interest rate) are identical to the terms of the outstanding Debentures (Series A) and
except for debentures that have priority over Debentures (Series A) with respect to ;
priority of repayment solely in the event of dissolution (namely, debenture series may

be issued which be secured by some form of collateral).

Notwithstanding the aforesaid, the issue of debentures as stated in section 4.2 above
(hereinafter in section 4.2 only —the “Additional Issue”) is subject to the fulfilment of

all the terms set forth below: (a) the said Additional Issue will not adversely affect the

rating of the Debentures (Series A) that were initially issued under this Deed, as it shall

‘be on that date (namely, the rating on the eve of the Additional Issue); (b) on the date of

the Additional Issue, in accordance with the recent financial statements published prior |
to the date of the Additional Issue, and immediately following implementation of the
Additional Issue, the Company is in compliance with the financial covenants specified
in section 6.11 of this Deed; (¢) on the date of the Additional Issue there is no cause for
immediate repayment of the Debentures; the Company will submit to the Trustee a

written certification signed by the chief financial officer that the aforesaid conditions in

sections (b) and (c¢) above have been fulfilled, no later than 7 days prior to the
Additional Issue and certification that the terms of the Additional Issue do not have
priority over the terms of the Debentures (Series A) upon dissolution of the Company.
The said Additional Issue will be carried out subject to prior certification by the Rating
Company that the Additional Issue will not affect the rating of the Debentures (Series

A) as shall be in effect at the time.

The certification of the rating company will be published prior to the Additional Issue.
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Subject to the provisions of any law, the Company shall inform the Trustee of
additional issues of said Debentures a reasonable time prior to the issue and will submit

to the Trustee any report it published in connection therewith pursuant to any law.

5. The Company’s undertakings

5.1

52

The Company hereby undertakes to pay, on the designated dates, the principal and
interest amounts payable under the terms of the Debentures (Series A), if payable, and
to comply with all the other terms and obligations imposed on it, pursuant to the terms

of the Debentures (Series A) and under the terms of this Deed.

Adjustment of the interest rate to changes in the rating of Debentures (Series A):

For purposes of this section below it should be clarified that if the Debentures (Series
A) will be rated by more than one rating company, the review of the rating for the
purpose of adjusting the interest rate to a change in the rating (if any) shall be done, at

any time, based on the lower rating thereof.

The interest rate on the Debentures (Series A) will be adjusted to changes in the rating

of the Debentures (Series A) as set forth in this section:

1t is hereby clarified that if an adjustment of the mterest rate is required in accordance
with the mechanism described in this section above and below and in accordance with
the mechanism described in section 5.3 below, then in any case (except in the case of
entitlement to interest for late payment pursuant to section 4(a) of the terms overleaf)
the maximum additional interest rate will not exceed the interest rate determined in the

Tender by more than 1.50%,

In this regard:

The A-, BBB+, BBB, BBB-, BB+ and BB- are as defined in the table in section 1.5.20
above.

“The Basic Rating” — A- rating.

“The Additional Interest Rate” — rate of 0.25% per annum for each downgrade of

one notche below the Basic Rating (namely, in respect of a downgrade to BBB+) and

0.25% per annum per each additional notch below the Basic Rating (namely, beginning
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from a downgrade to BBB-) up to a maximum interest rate addition of 1% per annum,

namely: up to a rating downgrade to BBB+.

A,

If the rating of the Debentures (Series A) by the rating company (in the event that
the rating company is replaced, the Company will submit to the Trustee a report
comparing between the ratings scale of the replaced the rating company and the
ratings scale of the new rating company) is revised during any interest period, so
that the rating assigned for the Debentures (Series A) is two or more notches
(hereinafter: the “Downgraded Rating”) below the Basic Rating, the annual
interest rate on the outstanding principal amount of the Debentures (Series A)
will be raised by the incremental interest rate or a portion thereof (as specified
below), in accordance with the aforementioned notches, in respect of the period
from the date of publication of the new rating by the rating company to the full
repayment of the outstanding principal amount of the Debentures (Series A),
subject to changes in the interest rate in accordance with the provisions of section
5.3 below. If the interest rate is raised before than due to breach of the financial
covenants as set forth in section 5.3 below, then the interest rate increase in
respect of the downgrade will be limited so that the additional interest per annum

does not in any event exceed 1.50%.

No later than one business day after the rating company’s announcement that the
rating of the Debentures (Series A) has been downgraded as defined in subsection
(A) above, the Company shall publish an Immediate Report stating: (a) the
downgrading of the Debentures, the Downgraded Rating, the rating report and the
date of the Rating Downgrade of the Debentures (Series A) (hereinafter — the
“Date of the Downgrade™); (b) the Company’s compliance/ non-compliance
with the financial covenants described in section 5.3 below according to the last
audited or reviewed consolidated financial statements of the Company that were
published before the date of the Immediate Report and whether there was a
change in the interest rate due to its compliance / non-compliance with the
financial covenants as aforesaid; (c) the accurate interest rate on the outstanding
principal amount of the Debentures (Series A) for the period from the start of the
current interest rate period until the Date of the Downgrade (the interest rate shall
be calculated based on 365 days a year) (hereinafter — the “Original Interest
Rate” and the “Original Interest Rate Period”, respectively); (d) the interest
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rate on the outstanding principal of the Debentures (Series A) for the period from
the Date of the Downgrade until the date of the nearest interest payment, that is:
the Original Interest Rate plus the Additional Interest Rate per year (the interest
rate is calculated based on 365 days a year) (hereinafter — the “Revised Interest
Rate™), provided the interest rate was not increased before that due to breach of
the financial covenants as stated in section 5.3 below, in which case the interest
rate increase in respect of the rating downgrade will be limited so that the
additional interest per annum does not exceed 1%; () the weighted interest rate
paid by the Corﬁpany to the Debenture Holders (Series A) in the nearest interest
payment, arising from the provisions of subsection (¢) and (d) above; (f) the
annual interest rate reflected by the by weighted interest rate; (g) the annual
interest rate and the semi-annual interest rate (the semi-annual interest rate is
calculated by dividing the annual interest rate by the number of interest payments

per year, namely, divided by two) for the forthcoming periods.

1f the date of the Rating Downgrade in respect of the Debentures (Series A) falls
during the period commencing four days before the record date for any interest
payment and ending on the interest payment date nearest to the said record date
(hereinafter — “the Deferral Period™), the Company shall pay the Debenture
Holders (Series A), on the nearest interest payment date, the Original Interest
Rate prior to the change; and, provided the interest rate was not raised before that
due to any breach of the financial covenants as stated in section 5.3 below, the
interest rate arising from the added interest at a rate equal to the Additional
Interest Rate per annum during the Deferral Period, will be paid on the next
interest payment date, The Company will publish an Immediate Report stating the

accurate interest rate payable on the next interest payment date.

In the event of a revision in the rating of the Debentures (Series A) by the rating
company which affects that the interest rate on the Debentures (Series A) as
stated in section A above or E below, the Company shall inform the Trustee in
writing one business day after the date of publication of the said Immediate

Report,

1t is clarified that if after the downgrade which affected the interest rate on the
Debentures (Series A) as stated in section 5.2 (A) above, the rating company

upgrades the rating of the Debentures (Series A) and insofar as the interest rate
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was not increased before that due to breach of the financial covenants as stated in
section 5.3 below, the interest rate will be reduced annually in increments of
0.25% per each notch (in respect of an upgrade from a rating of BB+ to BBB- or
for an upgrade from a BBB- to a BBB rating, or for an increase from BBB to a
BBB+ rating or for an increase from BBB+ to the Basic Rating) (in accordance
with the provisions of section 5.2(A) above), and if the rating company upgrades
the rating of the Debentures (Series A) to a rating equivalent or higher than an A-
rating (hereinafter: the “High Rating”), and insofar as the interest rate was not
increased before that due to breach of financial covenants as stated in section 5.3
below, the interest rate payable by the Company to the Debenture Holders (Series
A) on the relevant interest payment date, will decrease, in respect of the period in
whicl the Debentures (Series A) were assigned the High Rating, so that the
interest rate on the outstanding principal amounts of Series A Debentures will be
the interest rate determined in the Tender, to be published by the Company in an
Immediate Report regarding the results of the issue, with no increase in respect of
the Downgrade as stated in section 5.2 (and in any case, the interest rate on the
Debentures will not be lower than the interest rate determined in the tender). In
such case the Company shall act in accordance with subsections (B to (D) above,
with the necessary changes arising from a High Rating instead of the

Downgraded Rating,

If the Debentures (Series A) cease to be rated for a reason attributed to the
Company (for example, but not limited to, failure to fulfill the Company’s
obligations to the rating company, including failure to make payments and/or
reports as part of the Company’s undertaking to the rating company) for a period
of 21 days, before the final repayment, provided the interest rate was not
increased as stated in subsection (A) above, the withdrawal of the rating shall be
deemed the downgrading of the Debentures (Series A) by four notches below the
Basic Rating, such that the interest rate increase will be 1%, and the provisions of
subsections (B) to (E) shall apply accordingly without derogating from the
provisions of subsection 8.1.18 hereunder. To remove any doubt it is clarified
that if the Debentures (Series A) cease to be rated, prior to final repayment of the

Debentures, for a reason out of the Company’s control, this will not affect the
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interest rate as stated in section (A) above and the provisions of section 5.2 will
not apply.

In the event that the rating company is replaced or the Debentures (Series A)
cease to be rated by a rating company, the Company shall publish an Immediate
Report within one business day from the date of the change, to explain the
reasons for replacing the rating company or the withdrawal of the rating, as the

case may be.

To remove any doubt, it is clarified that: (1) a change in the rating outlook ofthe
Debentures (Series A) will not entail a change in the interest rate on the
Debentures (Series A) as stated in this section above; (2) as long as the
Debentures (Series A) are rated by two rating companies, subsection (F) above
will not apply unless the two rating companies cease to rate the Debentures

(Series A).

In the event of a downgrade the Company will act in accordance with section 5.2
(B) above. If, prior to the Date of the Downgrade, the interest rate increases due
to breach of one or more of the financial covenants in accordance with the
mechanism specified in section 5.3 below, the change in the interest rate with
respect to the adjustment mechanism specified in this section 5.2 above will be
limited such that in any case, the increase in the interest rate (if any) will not

cumulative more than 1.50% above the interest rate determined in the Tender.

The Company undertakes to take steps so that, insofar as it is under its control,
the Debentures (Series A) will be rated by the rating company throughout the
term of the Debentures (Series A) and to that end the Company undertakes to pay
the rating company all the amounts which it has undertaken o pay the rating
company and to submit to the rating company the reasonable reports and
information it requires, as part of the agreement between the Company and the
rating company. In this regard, failure to make the payments which the Company
has undertaken to pay to the rating company and failure to submit the reasonable
reports and information required by the rating company, as part of the agreement
between the Company and the rating company, shall be deemed reasons and
circumstances under the Company’s control. The Company does not undertake

not to replace the rating company or to terminate the agreement therewith
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during the term of the Debentures (Series A). Should the Company replace
the rating company which, on the date of replacement, is the sole rating
company that rates the Debentures (Series A) and/or ceases the work of the
rating company (in the event that it is a sole rating company), the Company
undertakes to notify the Trustee and the Debenture Holders within one
trading day and in its notice shall state the reasons for replacing the rating
company, all within one trading day from the date of the said replacement
and/or date of the decision to cease the work of the rating company,
whichever is earlier. It should be clarified that the foregoing shall not
derogate from the Company’s right to replace the rating company or cease
the work of the rating company (in the event that it is not a sole rating

company), at its sole discretion and for any reason it deems fit.

53 Interest rate adjustment resulting from failure to comply with financial covenants

The interest rate on the Debentures (Series A) will be adjusted due to breach of one of

the financial covenants as set forth below:

a.  The consolidated nominal equity of the Company (excluding minority interests)

C e will not be less than $ 70 million (this amount will not be linked to the CPI);

b. The ratio of the consolidated equity of the Company (including minority
interests) to the total consolidated assets, net of customer advances, shall not be

less than 22%;

c. The ratio of the adjusted net financial debt to the total adjusted assets shall not
exceed 69%;

In sections 5.2 and 5.3 above and below, each of the above financial covenants shall be

named: “financial covenant” and collectively "financial covenants").
For purposes of this subsection only:

“Net adjusted financial debt” — The short-term and long-term interest bearing debt
from banks and financial institutions plus interest-bearing debt to the holders of
Debentures issued by the Company, net of cash and cash equivalents and net of short-
term investments, marketable securities and deposits (including said assets with limited
use), all based on the financial statements of the Company, plus the proportionate

consolidation of affiliated companies and companies and jointly controlled companies;
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"Interest-bearing debt to holders of Debentures issued by the Company" — This is
the Company's debt to the holders of debenture in accordance with the financial

statements of the Company. If this debt is hedged by means of exchange rate hedging
transactions, then the calculation of the said total debt shall be adjusted in accordance

with the effective currency rate derived from the said protection transactions.

"Adjusted assets - The balance sheet of the Company in accordance with the latest
financial statements of the Company, plus the proportional consolidation of the

properties of affiliated companies and companies under joint control

It is hereby clarified that if and to the extent adjustment of the interest rate is required
in accordance with the mechanism described in this section above and below and in
line with the mechanism described in section 5.2 above, then in any case (except in the
case of entitlement to interest for delay in payment pursuant to section 4(a) of the terms
overleaf) the maximum additional interest rate above the interest rate determined in the

Tender will not be more than 1.50%.

In this regard:

“The Additional Interest Rate” — A rate of 0.5% for each breach of the financial
covenants, The interest rate will only be raised once due to the breach of a financial
covenant, if there is any such breach, the interest rate will not be raised again if a
breach of the same financial covenant continues. Therefore, in the event of failure to
comply with the three financial covenants there will be an increase of 1.5% in the
interest rate. It is emphasized that where a rating downgrade led to an increase in the
annual interest rate pursuant to the provisions of section 5.2 above, in any case the
additional interest rate by virtue of this section together with the additional interest rate
by virtue of section 5.3, with respect to the breach of the financial covenant, shall not

exceed 1. 5%.

“The Breach Date” — This is the date of publication of the financial statements that

point to the breach.

A.  Ifthe Company breaches a financial covenant pursuant to the reviewed or audited
consolidated financial statements of the Company (hereinafter — “the Breach”),
the annual interest on the outstanding principal amount of the Debentures (Series
A) will increase by the Additional Interest Rate in respect of the Breach, above

the interest rate in effect at the time, prior to the change, in respect of the period
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from the Date of the Breach until the date of repayment of the outstanding
principal amount of the Debentures (Series A) or until the date of publication of
the Company’s financial statements pursuant to which the Company is in
compliance with the financial covenant, whichever is earlier, provided the interest
rate was not increased before that due to the breach of a different financial
covenant as stated in this section 5.3 and/or to a rating downgrade as stated in
section 5.2 above. Ifthe interest rate was increased before that due to the breach
of a different financial covenant as per this section 5.3 and/or due to a rating
downgrade as stated in section 5.2 above, then the interest rate increase due to the
breach of a financial covenant as provided in this subsection will be limited so

that the annual interest rate increase will not exceed 1.5%.

In the event of said breach, no later than one business day after the publication of
the Company’s reviewed or audited {inancial statements (as the case may be), the
Company shall publish an Immediate Report stating the following: (a) its failure
to comply with the said undertaking and detailing the financial covenant on the
date of publication of the financial statements; (b) the current rating of the
Debentures (Series A) based on the last rating report that was published prior to
the Immediate Report; (c) the exact interest rate on the Debentures (Series A) for
the period from the current interest rate period until the Date of the Breach (the
interest will be calculated based on 365 days a year) (hereinafter: the “Original
Interest Rate” and the “Original Interest Period™), respectively); (d) the
interest rate on the outstanding Debentures (Series A) from the Date of the
Breach until the date of the nearest interest payment, that is, the Original Interest
Rate plus the Additional Interest Rate per year (the interest rate will be calculated
based on 365 days a year) (hereinafter: the “Current Interest Rate”), provided
the interest rate was not increased before that due to the breach of a different
financial covenant as stated in this section 5.3 and/or due to a rating downgrade
as stated in section 5.2 above, in which case the interest rate increase due to
breach of financial covenant as provided in this subsection will be limited, so that
the annual additional interest will not exceed 1.5%; (€) the weighted interest rate
payable by the Company to the Debenture Holders (Series A) on the nearest
interest payment date, which arises from the provisions of subsection (2) and (3)

above; (f) the annual interest rate arising from the weighted interest rate; (g) the

SrovanT
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annual interest rate and the semi-annual interest rate (the semi-annual interest rate
will be calculated as the annual interest rate divided by the number of interest

payments a year, that is, divided by two) for the forthcoming periods.

If the Date of the Breach occurs during the period commencing four days prior to
the record date for the payment of any interest and ending on the interest péyment
date that is nearest to the record date (hereinafter — the “Deferral Period”), the
Company shall pay the Debenture Holders (Series A), on the nearest interest
payment date, the Original Interest Rate only, while the interest rate resulting
from an increase at a rate equal to the Additional Interest Rate per year during the
Deferral Period, will be paid on the next interest payment. The Company shall
publish an Tmmediate Report stating the accurate interest rate payable on the next

interest payment date.

In the event of a breach of a financial covenant which affects the interest rate on
the Debentures (Series A) as stated in section 5.3(A) above or in section 5.3(E)
below, the Company shall notify the Trustee in writing within one business day

from the date of publication of the said financial statements,

To remove any doubt it is clarified that if after the breach, the Company will
publish its audited or reviewed financial statements (as the case may be),
pursuant to which the Company will be in compliance with the said financial
covenant, then the interest rate paid by the Company to the Debenture Holders
(Series A), on the relevant interest payment date, will decrease, in respect of the
period in which the Company complied with the financial covenant, which
commenced on the date of publication of the financial statements that point to its
compliance with the financial covenant, so that the interest rate on the
outstanding principal amount of the Debentures (Series A), provided the interest
rate was not raised before that due to a rating downgrade of Series A Debentures
as stated in section 5.2 above and/or due to the breach of a different financial
covenant as stated in this section 5.3 above, will be the interest rate that was
determined in the Tender, as published by the Company in an Immediate Report
regarding the results of the issue (and in any case, the interest rate on the
Debentures will not be lower than the interest rate in the Tender) or another
interest rate determined due to a downgrade in the rating of Debentures (Series

A) as stated in section 5.2 above, and/or due to the breach of a different financial
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covenant as stated in this section 5.3 above. In such case the Company shall act in
accordance with subsections (b) to (d) above, mutatis mutandis, as the case may

be, arising from the Company’s compliance with this financial covenant.

F.  The examination as to whether the Company is in compliance with the financial
covenants will be conducted on the date of publication of the Company’s
financial statements and as long as the Debentures (Series A) are outstanding, in
relation to the quarterly/annual financial statements which the Company

published until that date.

G.  The Company will indicate its compliance or non-compliance with the financial

covenants in the quarterly or annual Board of Directors Report, as applicable.

To remove any doubt it is clarified that, subject to the foregoing, the incremental
interest rate payments arising from the rating downgrade as stated in section 5.2
above and/or as a result of the Company’s failure to comply with the financial
covenants as stated in section 5.3 above are cumulative. Therefore, in the event of
a rating downgrade and a breach of a financial covenant by the Company, the
Debenture Holders (Series A) will be entitled to an additional interest as specified

above provided the annual interest rate increase does not exceed 1.5%.

1t should further be clarified that the interest compensation specified in section
5.2 above and this section 5.3 do not derogate from or affect any other or
additional remedy available to the holders of Debentures (Series A) or to the
Trustee under the terms of Debentures (Series A) and the provisions of this Deed

or according to the law.

Tt is clarified that as of the date of signing this Deed the Company is not subject to any
restriction with regard to the distribution of dividends or the buyback of its shares,
except as set forth in section 5.5 below and subject to the provisions of the law in the

District of Ontario, Canada.

The Company undertakes that as long as there are outstanding Debentures (Series A), it
will not implement any distribution, plus it will not declare, pay or distribute any
dividend, unless the total amount of the funds deposited in the Dedicated Account (as
specified in section 6.1.14 below) equals 100% of the liability value of the Debentures
together with the amounts equal to the future interest payments up to the final

redemption date of the Debentures (net of amounts deposited in the interest cushion
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account) up to the end of the life-term of the Debentures (hereinafter: the "Dividend
Restriction™):

The Company undertakes that the irregular transactions specified below will be subject,

in addition to approvals pursuant to the provisions of Article 275 of the Companies

‘Law, to the advance approval of the Debenture Holders (Series A), by an ordinary

majority:

(a) The Company’s irregular transactions with its controlling shareholder, or the
Company’s irregular transactions with another person, in which the controlling
shareholder has a personal interest, or agreements of the Company with the
controlling shareholder or his relative, directly or indirectly, including through a
company controlled thereby, regarding services provided to the Company, and if
he is an officer of the Company — regarding the terms of his position and
employment, and if he is an employee of the Company and not an officer therein —

regarding his employment by the Company; and

(b) The Company’s irregular transactions with its controlling shareholder, or the
Company’s irregular transactions with another person, in which the controlling
shareholder has a personal interest, or contracts between the Company and the
controlling shareholder or his relative, directly or indirectly, through a company
controlled by him, regarding the purchase and/or sale of properties, except for the
transfer of properties to the Company against the allocation of shares only
(without financial consideration), and except for irregular sales transactions (as

specified below);
(Above and hereinafter: “Special Transactions™)

With respect to section 5.6 , for the avoidance of doubt, it should be noted that the
transactions deseribed below shall not be considered "special transactions” and
therefore shall not require the approval of the holders as provided in section 5.6 above:
(1) the transfer of properties to the Company for no financial consideration or against
the allocation of shares only; (2) the acquisition of the share of the Company's partners
in the existing properties of the Company on the date of signing the Deed of Trust
and/or of the partmers of companies held by the existing property company of those
companies on the date of signing this Deed of Trust; (3) the approval, update or

renewal of transactions specified in section 9 of the Prospectus approved prior to the
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date of publication of the Prospectus (as opposed to the approval of conditions that
deviate from those described in section 9; (4) provision of guarantees by the controlling
shareholder (directly and/or indirectly) in favor of the financing bodies of the Company
and/or entities controlled by the Company; (5) non- exceptional and exceptional
transactions, in accordance with Companies Regulations (Relief in Transactions with
Interested Parties), 5760-2000; (6) entering into insurance policies to insure the
properties of the Company and the investee companies against the usual risks, within a
framework of policies that covers the properties of the Company as well as the
properties of the controlling shareholder, whatever they are (with the premiums totals
being allocated by the insurance company to the various properties); (7) the granting of
an indemnity to the controlling shareholder and/or his relative as specified in Chapter 9
of the Prospectus and a new indemnity notice, as may be updated, if updated, in
accordance with the Companies Law and the regulations thereunder as they shall be
from time to time and entering into a directors and officers insurance policy as is

accepted.

The Company will submit to the Trustee certification from the chief financial officer in

the Company, within two working days from the date of publication of any financial

statements, quarterly or annually, as applicable, that no special transactions, as stated in

this section 5.6 above, were performed without obtaining the permission of the holders
of Debentures (Series A). If the certification stating that no special transactions were
performed without obtaining the permission of the holders of Debentures (Series A), as
specified in this section 5.6 above, is part of the Board of Directors Report included in
the quarterly report or annual report of the Company, this certification in the report will
be considered as delivery of the certification to the Trustee and the Company will not

be required to submit specific certification to the Trustee as stated above.

In this section — “controlling shareholder” and “control”, are within their meaning in
the Securities Law, “irregular transaction” — within its meaning in the Companies

Law.

Interest cushion

A. The Company shall transfer an amount equal to the first interest amount that is
expected to be paid to the Debenture Holders (hereinafter: the "First Interest
Cushion Amount") to the Trustee by transfer of the First Interest Cushion Amount
from an account in the name of the issue coordinator in which the proceeds of the
issue shall be kept in a bank account opened by the Trustee and in his name solely

SRR
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in trust for Debenture Holders (Series A) (hereinafter: the "Interest Cushion
Account"), The transfer of funds shalf be made in accordance with the provisions
specified in section 6.7.2 below.

Signatory rights in the Interest Cushion Account shall be assigned solely to the
Trustee. Without derogating from the provisions in this subsection above, the
Trustee shall invest the funds in the Interest Cushion Account in accordance with
the provisions set forth in section 17 of the Deed of Trust.

If on the morning of the 2™ day of each calendar month after the payment date of
any interest, and in the event the said day is not a business day then on the
following business day (hereinafter: "Cushion Completion Dates") the amount
deposited in the Cushion Interest Account is fower than the near payment of
interest, the Company shall transfer to the Cushion Interest Account an amount
equal to the amount required for the purpose of equalizing the amounts deposited
in the Cushion Interest According to on the Cushion Completion Date (hereinafter;
"Current Cushion Amount") within 4 business days from the date of the
completion of the cushion.

It is clarified that in the event the Debenture Series (Series A) is extended in the
future, the Company shall deliver to the Cushion Interest Account, as a condition
for the extension and before transferring the proceeds of the extension to the
Company, the funds that shall constitute the relative share in the Cushion Interest
Amount for the additional Debentures that were issued as part of the extension of
the said Series or the difference that is required so that the amount deposited in the
interest cushion account is equal to the next interest payment after the date of the
said series expansion.

It is clarified that in the event of entitlement to the additional interest rate, as
defined, in section 5.2 and/or 5.3 above is applicable, the Company shall deposit
the funds that shall constitute the Cushion Interest Amount in the Cushion Interest
Account in respect of the updated interest rate (namely, plus the additional interest
rate) or the required difference so that the Cushion Interest Account shall have an
amount that is equal to the interest payment amount shortly after the said interest
update date, whichever is lower, within 4 business days of the date of publishing
an Immediate Report about a change in the said interest rate.

It is clarified that faifure to deposit funds in the Cushion Interest Account within 14
business days of the relevant date, whether as part of the first shelf proposal or
following the occurrence of events as specified in section 5.8 shall give rise to
grounds to call for inumediate repayment of the balance of Debentures (Series A) in
circulation as specified in section 8.1.32 hereunder.

To dispel any doubt it is clarified that the undertakings of the Company to transfer
the funds to the Cushion Interest Account shall not be secured by a mechanism that
will assure performance of this undertaking. In the event that the Company fails to
meet its undertakings to transter the funds to the Cushion Interest Account, the
Trustee shall not have the ability to prevent this violation but shal take all
measures granted to him by law and in accordance with the Deed of Trust, to
enforce on the Company the performance of its undertaking retroactively.
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H. On the final payment date of the Debentures (Series A) all funds that are kept in
the Cushion Interest Account, except for the expense cushion as defined in section
5.9 below, (with deduction of expenditures and commissions) shall be transferred
by the Trustee directly to the Nominee Company for the purpose of the said final
repayment, subject to obtajning the prior approval of the Company regarding the
amount required to supplement the payment of the said Debentures and transfer of
the said amount by the Company to the Nominee Company concurrently. This
section will be regarded as an irrevocable instruction by the Company to transfer
the said funds to the said nominee company.

1. Ttis clarified that the first Cushion Amount and the current interest amount,
including yield accrued thereon shall be held by the Trustee in trust for the
Debenture Holders (Series A). The Company shall have no rights or claims with
respect to the said amounts and under no circumstances shall the Company be
entitled to receive the said amounts. In addition to the foregoing, the Company
declares that all of the rights in the interest cushion account and the funds to be
deposited therein are the rights of the holders of the Debentures only, and it hereby
irrevocably waives any right that it will have, if any, in connection with the interest
cushion account and funds deposited therein.

5.8 Expenditure cushion

Without derogating from the provisions set forth in section 26 of the Deed of Trust, an amount
equal to $100 thousand (according to the representative dollar rate on the first trading day after
the tender date) shall be 'deposited out of the net proceeds of the issue in the Trust Account (as
defined in section 6.1 hereinabove) that shall serve for the purpose of paying the current
expenditures and the ad ministration expenditures of the Trustee in the event the Debenture
Holders (Series A) are called for immediate repayment and/or in the event that the Company has
violated the provisions of the Deed of Trust (hereinabove and hereinafter: "Expenditure
Cushion"). The Expenditures Cushion amount shall be kept in the Cushion Interest Account
until the full and final payment of the Debenture Holders (Series A). After obtaining the
approval of the chief financial officer in the Company regarding the full repayment of all
Debentures (Series A) the Expenditures Cushion (together with all yield accrued thereon), to the
extent it was unused, shall be transferred to the Company in accordance with the details

provided by the Company.,

In the event the Expenditures Cushion amount is insufficient for covering the expenditures of
the Trustee in connection with the calling for immediate repayment of the Debentures (Series A)
and/or the violation of the provisions of the Deed of Trust, the Trustee shall act in accordance

with the provisions set forth in section 26 hereunder.
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Sector and region of activities

As of the date of this Deed, the Company's operating sectors are (a) promotion, construction,
development and sale of real estate for sale in Canada; (b) acquisition of holdings and
improvement of real estate (including land), as well as the acquisition and operation of income-
producing properties in Canada, and (c) holding of geothermal installations in real estate
propetties in Canada (hereinafter: the "Sectors of Activity”). The Company undertakes not to

operate in the sectors of activity or other sectors of activity outside Canada.

The Company undertakes to operate in the segments of operation in the Greater Toronto Area,

Canada only.
Appointment of a representative of the Company in Israel

The Company undertakes to appoint a representative of the Company in Israel (hereinafter:
"Representative of the Company in Israel") within 90 days as of the date of issue of the
Debentures (Series A) to whom court processes to the Company and/or officers thereof may be
passed to the address stated in the preamble hereto. A serving to the Company Representative in
Israel shall be deemed as valid and binding in connection with any claim and/or demand of the
Trustee and/or the Debenture Holders (Series A) in accordance with this Deed of Trust. The

Company shall be entitled to replace the Company Representative in Israel from time to time.

At the time of the appointment and replacement of the Company Representative in Isfael, the
Company shall report his details in an Immediate Report and shall deliver notice to the Trustee
in respect thereof. In the event of the appointment of a new representative, the Immediate Report
and the notice to the Trustee shall in addition include the date on which the appointment of the

new representative becomes effective.

Until the appointment of the Company Representative in Israel as specified above (and only
until that time) the address of the Company in Israel shall be as specified in the preamble to this

Deed of Trust.

Collateral and undertakings

Definitions

In this section 6 the following terms will have the meaning placed alongside them, unless a

_contrary intention is implied from the content or context thereof:

"Lawrence Property Urbancorp (Lawrence) Inc.
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Company"
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6.1.4

6.1.5

6.1.9

6.1.10

6.1.11

"Mallow Property
Company"

"Patricia Property
Company"

""Caledonia Property
Company"

"Downsview Property
Company"

"Subsidiaries"

"Lawrence Project"

"Mallow Project"

"Patricia Project”

"Caledonia Project"

"Downsview Project"
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Urbancorp (Mallow) Inc.

Urbancorp (Patricia) Inc.

Urbancorp St Clair Village Inc.

Urbancorp Downsview Park
Development Inc.

Lawrence Property Company,
Mallow Property Company,
Patricia Property Company,
Caledonia Property Company and
Downsview Property Company.

Real estate development project
(land reserve), consisting of 88
townhomes with a total saleable
area of 236,478 sq. ft. (total land
area of the project is 324,633 sq.
ft.).

Real estate development project
(land reserve), consisting of 39
townhomes with a total saleable
area of 109,280 sq. ft. (total land
area of the project is 134,402 sq.
ft.).

Real estate development project
(land reserve), consisting of 39
townhomes with a total saleable
area of 126,690 sq. ft. (total land
area of the project is 119,361 sq.
ft.).

Real estate development project
under planning, consisting of 41
residential semi-detached
townhomes with an area of
118,300 sq. ft.

Company's share (51%) of three
development projects under planning;

a. Downsview Phase I 491




. Downsview Blocks A & P 473
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townhomes with a total saleable
area of 769,763 sq. ft.;

townhomes with a total saleable
area of 367,166 sq. ft.;

. Downsview 29 Lots — consisting of
60 townhomes with a total saleable
area of 168,000 sq. ft.
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6.1.12

6.1.13

6.1.14

“Backup Projects”

“Liability value of the
debentures”

"Dedicated account"

"Owners loans"

Z34.

Lawrence Project, Mallow Project,
Patricia Project, Caledonia Project and
Downsview Project. For details of the
Patricia, Mallow, Lawrence, Caledonia
and Downsview Projects, including
details of the Surplus of the said
projects, see section 7.1.8.2 of the
Prospectus and Part Five of the Board
of Directors Report attached to Chapter
7 of the Prospectus.

The management format of such
projects in Ontario is specified in
section 8.1.2 (7a) of the Prospectus.

At any time, the unpaid principal of the
Debentures plus accrued interest
(including arrears interest), in
accordance with the terms of the
Debentures, that has yet to be paid in
practice.

An account of the Company to be
opened in a bank in Israel with an AA
or higher rating, in which the full rights
of the Company thereto will be pledged
in favor of the Trustee, as set forth in
section 6.4 below. In the Dedicated
Account, the amount designated for
Owners Loans (as specified in section
6.7.2 below) will be deposited first,
from wherein the Owners Loans will be
provided (as specified in section 6.1.15
below), and thereafter the Surplus will
be deposited therein (as specified below
in section 6.1.20) including repayments
of Owners Loans.

Loans which will be provided by the
Company to the Subsidiaries from the
proceeds of the Debenture issue,
pursuant to this Deed, that will serve as
working capital (full or partial) in the
relevant Baclkup Project of that
subsidiary, including by way of
repayment of the loan taken to finance




6.1.16

6.1.17

"Trust Account”

""Canadian Legal Counsel"
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the working capital of that project. The
amount of the Owners Loan will be
equal to the net proceeds of the issue,
net of the transfer tax amount (as
specified in section 6.2 of the
Prospectus), the interest cushion and
the expenditure cushion ( as specified
in sections 5.7 and 5.8 of the Deed of
Trust), however, not exceeding $46
million. The full rights of the Company
pursuant to the Owners Loans will be
pledged in favor of the Trustee. The
terms of the Owners Loans, including
the repayment terms of the principal
and interest for the said loans, will be as
specified in section 6.5 below.

The Owners Loans will be repaid from
time to time, as specified in section 6.5
below, and the aforementioned pledge
will apply to the balances of the
Owners Loans, as they will be from
time to time, without requiring the
amendment of the lien on the Owners
Loans.

A Trust Account to be opened by the
Trustee in its name in a bank in Israel
with an AA or higher rating in favor of
the holders of Debentures (Series A)
and in favor of the Company.

Legal counsel (one or more lawyers)
from the law firm of Harris, Sheaffer
LLP, located in Ontario, Canada or
another law firm hired by the Company
and/or the Subsidiaries on their behalf
that is recognized as a leading law firm
in the field of real estate in the District
of Ontario, Canada. The Canadian
Legal Counsel will serve as the Trustee
for receiving all of the revenue for the
housing units (deposits and final
payment) in connection with any of the
Backup Projects (except for the

07
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6.1.18

“Inspector”
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Downsview Project) in the Trust
Account managed thereby, wherein it is
the sole authorized signatory for the

release of the said revenues from the

said account. The Canadian Legal
Counsel will act to release the Surplus
of the Backup Project to the Dedicated
Account in accordance with the
instructions of the Inspector only, in
accordance with reports to be submitted
by the Inspector on a monthly basis
until the end of the project, and the
Inspector will have no discretion in
connection with the release of the
Surplus.

The Advisor/Inspector (one or more)
contracted by the Subsidiaries that is
appointed by the financing lenders to
the Backup Project, to supervise the
project budget. It should be noted that
the Tnspector will remain in office until
the end of the project (even after
payment of the liabilities to the lenders)
or until afler redemption of the
outstanding batance of the Debentures,
whichever is earlier, and will submit
monthly reports to the Canadian Legal
Counsel. It should be clarified that the
term "Inspector” refers to the
Subsidiaries except for the Downsview
Property Company which is managed
by Mattamy.

1t should be clarified that the Inspector
does not have any obligation to the
holders of the Debentures and/or the
Trustee, only to the Subsidiaries. It
should further be clarified that the
Inspector's reports are prepared for the
use of the Company, the financing
lenders and the Canadian Legal
Counsel and/or Mattamy, and these will
not be published or otherwise made
available to the Trustee. The Trustee




6.1.19

6.1.20

"Mattamy"

“Surplus”
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does not have the ability to ensure that
the Subsidiary will communicate with
the Inspector and it relics in this respect
on the irrevocable notice of instructions
of the Canadian Legal Counsel as
specified in section 6.3.2 below, which
will instruct the release of the Surplus
in the Backup Project (excluding the
Downsview Project) to the Dedicated
Account in accordance with the
Inspector’s instructions only,

Mattamy Homes, the Company's
partner in the Downsview Project
which manages the Downsview Project
in accordance with section 7.8.6.2 A of
the Prospectus.

The funds which each of the
Subsidiaries will be entitled to receive,
in practice, in respect of the Backup
Projects during the construction of the
Backup Project and/or on the
completion of construction and
population of the Backup Project
following the payment of all debts to
the lenders financing the relevant
project, with respect to that project,
including working capital, as defined
below, which the Company and/or the
Subsidiaries provided and/or will
provide in favor of the Backup Project,
and earnings derived thereto from the
Backup Project, except for funds
designated for compulsory payments,
including payments of taxes and leyies,
payments to service providers, suppliers
or subcontractors, which will provide
the Subsidiaries with services in respect
of the Backup Project, undertakings to
the purchasers of units in the project,
management fees and project overheads
which will be paid by the Subsidiaries,
except for pending and future expenses
which in the reasonable opinion of the
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Inspector are required to be held as a
reserve, all in accordance with the
budget of the project which will be
administered by the Inspector
(hereinafter: the “Permitted
Amounts”). In addition, the Surplus
will include all funds which will be due
to the Company and/or the Subsidiaries
in the event of the sale of a Backup
Project, partly or wholly, except for the
amounts required for the payment of all
debts to the lenders financing the
relevant project, with respect to that
project, plus the Permitted Amounts. In
this regard it should be clarified that the
Company and/or the Subsidiaries will
be permitted, at any time, at their sole
discretion, without obtaining the
approval of the Trustee and/or the
holders of Debentures to sell one or
more of the Backup Projects, provided
that the proceeds due to the Company
will be transferred to the Designated
Account.

6.1.21 “Working capital” In this matter: the funds invested by the
Company and/or the Subsidiaries in the
Backup Project, whether by way of a
loan (including Owner Loans that will
be provided from the proceeds of the
issue-as specified in section 6.5 below)
or by way of a capital investment.

6.2 To secure the full and accurate fulfillment of all Company obligations pursuant to the terms and
conditions of Debentures (Series A), including to secure the full and accurate payment of all the
principal and interest payments to be paid by the Company to the holders of Debentures (Series
A); the Company will create the liens specified below:

6.2.1 A fixed, exclusive first lien, unlimited in amount, on the Dedicated Account, as specified
above and set forth in section 6.4 below;

6.2.2 A fixed, exclusive first lien, unlimited in amount, of the full rights of the Company,
under the Owners Loans as specified above, for as long as the Owners Loans have not
been repaid by the Subsidiaries, The terms of the Owners Loans, including the
repayment terms, shall be as set forth in section 6.5 below;
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The liens specified in sections 6.2.1 to 6.2.2 above shall be referred to collectively as the
"Liens".

The rights of the Company in the Dedicated Account and all the funds and/or deposits
and/or securities to be deposited from time to time in the Dedicated Account and any
proceeds received in respect thereof, including the yields thereto and the rights of the
Company pursuant to the Owners Loans will hereinafter be referred to as the "Pledged
Assets".

6.3 In addition, the Company undertakes to provide the Trustee, and to cause the Subsidiaries (as

applicable) to provide the Trustee, with the following documents and undertakings:

63.1

6.3.2

6.3.3

An irrevocable notice of instructions to the Subsidiaries, worded to the satisfaction
of the Trustee, signed by the Company and confirmed by the Subsidiaries,
whereby as long as the outstanding balance of the Debentures has not been repaid:
(1) Any amount which the Subsidiaries will be entitled to receive from the Surplus
will first be used to repay Owners Loans; (2) Any Surplus funds which the
Company and/or the Subsidiaries will request to withdraw, including with respect
to repayment of the Owners Loans, will be transferred only to the Dedicated
Account, and not to any other destination; (3) To only use the funds of the project,
for payment of the permitted deductions (as specified in section 6.1.20 below) in
accordance with the instructions of the Inspector; (4) To notify the Trustee of any
change in the identity of the Canadian Legal Counsel; (5) In accordance with the
Owners Loans agreements, not to delay and/or offset any amount of their debt
against a debt or undertaking of the Company of any kind.

Regarding the Backup Projects except for the Downsview Project — an irrevocable
notice of instructions to the Canadian Legal Counsel, with wording acceptable to
the Trustee, signed by the Company and its Subsidiaries and certified by the
Canadian Legal Counsel , whereby as long as the outstanding balance of the
Debentures have not been paid; (1) All the Surplus funds deposited in the hands of
the Trustee which the Company and/qr the Subsidiaries request to withdraw,
including repayments on Owners Loans, will be transferred only to the Dedicated
Account and not to any other destination; (2) Not to transfer funds from sales
deposited in the hands of the Trustee except in accordance with the Inspector’s
instructions; (3) To notify the trustee of any event in which the Canadian Legal
Counsel is replaced by another entity which will have the rights to instruct the
withdrawal of such money

Regarding the Downsview Project — An irrevocable notice of instructions to
Mattamy, with wording acceptable to the Trustee, signed by the Company and
approved by Mattamy, whereby as long as the outstanding balance of the
Debentures have not been paid: (1) All the Surplus funds to be managed by
Mattamy which the Company and/or the Downsview Property Company (through
which the Company’s share of the project is held) request to withdraw in
accordance with the partnership agreement with Mattamy and in accordance with ,
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6.3.4

6.3.5

6.3.6

6.3.7
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the waterfall distribution set forth in the partnership agreement in the Downsview
Project, including for the repayment of the Owners Loans, will be transferred only
to the Dedicated Account and not to any other destination; (3) To notify the
Trustee of any event in which Mattamy has ceased to manage the Downsview
project or any event of the sale of its share in the Downsview Project.

For the removal of doubt, it should be clarified that the Trustee has no
interest and shall have no interest and/or ability to control and/or influence
the management of the Backup Projects and/or the budgets of the Backup
Projects, including changes to the budgets of the project and/or withdrawal
of funds from the revenue of the Backup Projects, Pending full repayment of
the Subsidiaries' obligations to third parties in connection with the Backup
Projects, the Canadian 1egal Counsel and/or Mattamy will not be required
to transfer the Surplus funds in the Backup Projects, wholly or partly, to or
in the name of the Subsidiaries.

An opinion of the Canadian Legal Counsel, addressed to the Trustee, concerning
the manner of the creation of each of the aforementioned liens, specifying the
required documents and required resolutions from the Company for the creation of
the liens and the registration thereof under the law applicable to the Company. The
opinion shall also specify the manner and method of exercising of each of the liens
under the relevant law. The Trustee will rely on the aforementioned instructions by
the Canadian Legal Counsel without being required to verify them. The opinion
will include an instruction to the Trustee regarding which confirmations or
documents it is to receive each year to verify the validity of the liens in accordance
with the law under which they were registered and/or created. The Trustee will
rely on the instructions of the Canadian Legal Counsel without being required to
verify them.

Confirmation from the Canadian Legal Counsel that the Company and the
Subsidiaries (as applicable) have passed all the required resolutions to create the
liens (as applicable), and that the authorized signatories on behalf of the Company
and/or the Subsidiaries have signed all the documents required for the creation and
registration of these liens, and that the liens have been duly registered and are valid
and enforceable. The relevant lien documents will be attached to the confirmation
of the Canadian Legal Counsel.

The Company’s notification to the Bank in which the Dedicated Account will be
opened regarding the authorized signatories in the Dedicated Account, jointly held
by the Company and the Trustee, as well as the confirmation of the bank that it
will not amend the authorized signatories in the Trust Account without the prior
written consent of the Trustee.

Confirmation from the Bank in which the Dedicated Account will be managed,
with wording acceptable to the Trustee, regarding the waiver of all lien and offset
rights in the Dedicated Account.
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The original declaration, with wording acceptable to the Trustee, of the CEO of the
Company and/or the Subsidiaries, as applicable, the chief financial officer or other
senior officer of the Company and/or the Subsidiaries, as applicable, certified by a
tawyer, in accordance with which, inter alia, the relevant lien is not in
contradiction to the other liabilities of the Company and/or the relevant subsidiary,
as applicable,

6.4 The Dedicated Account

6.4.1

6.4.2

6.4.3

The Lien — A fixed, exclusive first lien, unlimited in amount, in favor of the
Trustee, on the full rights of the Company to the Dedicated Account, including
sub-accounts and all funds and/or deposits and/or securities to be deposited from
time to time into the Dedicated Account and any proceeds received therefrom,
including the yields thereof. Above and hereinafter the “Dedicated Account” is a
bank account to be opened by the Company in the Company's name in a bank in
Israel. Immediately following the publication of the Prospectus, the Company will
open the Dedicated Account and will register the lien on the Dedicated Account in
favor of the Trustee in the Registry administered by the Registrar of Liens in Israel,
and in accordance with the opinion of Canadian Legal Counsel. The Trustee and
the Company will co-operate and will sign all the documents required for creating
and/or registering the lien on the Dedicated Account; the Trustee will be awarded
signatory authorization in the Dedicated Account as set forth in section 6.4.2
below.

Signatory authorization in the Dedicated Account and manner of investment
of funds — The Trustee, together with any person designated by the Company, will
be an authorized signatory of the Dedicated Account, such that any withdrawal of
funds from the Dedicated Account will require a signature by the Company on the
one hand and the Trustee on the other hand; however, the policy regarding the
investment of the funds in the Dedicated Account and the implementation thereof
will be at the sole discretion of the Company and will be carried out solely by the
Company, provided that such investment is in solid investment channels including
Government Debentures, Treasury Notes, NIS deposits ete. and the Trustee will
not be entitled to object thereto and will not be liable to the holders of Debentures
(Series A) and/or to the Company for any loss incurred by such investments. The
Company will ensure that the Trustee has online viewing access to the account,

Designation of funds in the Dedicated Account— The Company will not be
entitled to use the funds accrued (after provision of the Owners Loans from the
amount designated for Owners Loans as specified in section 6.7,2 below) in the
Dedicated Account, except for the payments of principal and interest to the holders
of Debentures (Series A) (inctuding in the event of immediate redemption of the
Debentures) and/or implementation of early redemption of Debentures (Series A).
The Company will not be entitled to use the funds in the Dedicated Account to
purchase securities issued by the Company and/or by a Company related thereto, It
should be noted that any balance remaining in the Dedicated Account following
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the payments of principal and interest to the said holders of Debentures will be
transferred immediately to the Company.

Subject to the provisions of section 6.4.8 below, the Company undertakes and will
cause the Subsidiaries to undertake to transfer to the Dedicated Account 100% of
the Surplus, as defined below, which are expected to arise from each of the Backup
Projects, up to the liability value of the Debentures.

For the removal of doubt, it should be clarified that the Trustee is not required to
obtain, review, check and/or verify the financing agreements of the Backup
Projects and/or the budgets of the Backup Projects and/or the calculations of the
financing bank, the Company and/or the Subsidiaries in connection with the
Surplus. It should be noted that, in this matter, the Trustee is not authorized to
intervene in the relationship between the Company and/or the Subsidiaries and the
finaneing banks and/or their calculations,

1t should be noted that the undertaking by the Company and by the Subsidiaries to
transfer funds into the Dedicated Account is a contractual obligation without any
collateral and without any priority vis-a-vis third parties and this is not secured by
any effective and/or legal arrangement whereby the Trustee can ensure the
implementation of this undertaking in advance.

It should be noted that the revenue from the sale of housing units which will
be deposited with the Canadian Legal Counsel and/or the Surplus amounts
which will be held by Mattamy, as applicable, are not pledged in favor of the
Trustee and it is therefore possible that third parties will claim rights to the
deposited amounts in the account or the amounts to be deposited in the
account. In addition, the said undertaking is not protected from the pledge and/or
offset and/or lien rights granted to the financing bank with respect to the liabilities
of the Subsidiaries thereto in connection with the Backup Projects and/or from
third-party rights, including attachments.

In the event that the Company and/or the Subsidiaries and/or the Canadian Legal
Counsel and/or Mattamy fail to comply with their undertakings to transfer funds to
the Dedicated Account, the Trustee will not be able to prevent this breach of
undertaking in advance, except for taking the steps available to the Trustee by law
or pursuant to the Deed of Trust, in order to retroactively compel the Company and
the Subsidiaries to comply with their undertakings.

For the removal of doubt, it should be clarified that the Trustee has no
interest and/or ability to control and/or influence the management of the
Backup Project and/or the Downsview Project budgets, including changes to
the budgets of the projects and/or withdrawal of funds from the revenue of
the Baclup Projects,

6.4.8 Notwithstanding the foregoing in section 6.4.5 above, after the Trustee receives the

confirmation of the chief financial officer of the Company or the confirmation of
the Accountant of the Company, that on the said date, the total funds deposited in
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the Dedicated Account are equal to 100% of the liability value of the Debentures
together with the amounts of the future interest payments up to the final
redemption date of the Debentures (net of amounts deposited in the interest
cushion account) up to the end of the life-term of the Debentures, then as of such
date the Company and/or the Subsidiaries will not be required to transfer any
additional Surplus funds to the Dedicated Account and any Surplus funds due to
the Company and/or to the Subsidiaries from the Backup Projects, in excess of
funds already deposited into the Dedicated Account, will be transferred to an
account designated by the Company or by the Subsidiaries which the Company or
the Subsidiaries will operate for their use at their sole discretion. In such a case, the
Company will provide the Trustee, on each Debenture payment date (principal
and/or interest) with a detailed calculation, signed by the chief financial officer of
the Company with regard to the liability value of the debentures, and if this
calculation shows that on this date, the amount deposited in the Dedicated Account
is less than 100% of the value of the liability and the future interest payments, as
specified above, the Company undertakes to redeposit Surplus funds, as specified
in this Deed, into the Dedicated Account until the amount is equal to 100% of the
value of the liability plus the future interest payments, as specified above. It should
be noted that the Company will provide the Trustee with any data or calculation
required by the Trustee lo enable the Trustee to verify the accuracy of'the
Company calculations on this matter.

6.5 Terms of Owners Loans

Loan agreements with the Subsidiaries shall include the following provisions:

6.5.1

The Owners Loans will be provided to the Subsidiaries by the Company with
terms of interest and arrears interest (if any) that are identical to the terms of the
Debentures to be issued pursuant to the Prospectus. The Owners Loans (principal
and interest) will be repaid two business days prior to the final repayment date of
the principal of the Debentures.

Owners Loan funds will be provided to the Subsidiaries from time to time, from
the Dedicated Account, in accordance with agreements that will be signed from
time to time, and after the relevant Owners Loans and Surplus funds have been
pledged in accordance with the terms of this Deed.

Owners Loan funds will be used by the Subsidiaries to provide working capital for
the Backup Projects and/or to repay financing loans provided to the Backup
Projects.

The Subsidiaries will be entitled to repay amounts, by early redemption, into the
Dedicated Account, on account of the Owners Loans,

Owner Loan agreements will include an undertaking by the Subsidiaries that any
amounts which they will be entitled to withdraw as project profits will first be used
to repay Owners Loans and accordingly if the date on which the Subsidiaries will
be entitled to withdraw the said project profits is prior to the maturity date of the
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Owners Loans, the Subsidiaries will implement an early redemption of the Owners
Loans in the full amount they are entitled to withdraw.

Any change in the terms of the loan agreements, as specified above, will be subject
to approval by the General Meeting of Debenture Holders by an ordinary majority
or approval by the Trustee, provided that such change will not damage the rights of
the Debenture holders.

All the interests of the Company pursuant to the Owners Loan agreements will be
pledged in favor of the Trustee on behalf of the holders of Debentures (Series A),
in accordance with the terms of this Deed of Trust. Each of the Subsidiaries shall
undertake that upon receiving notice from the Trustee, that the Debenture holders
have cause to call for immediate repayment of the Debentures or for exercise of
collateral, it will transfer all payments with respect to the Owners Loans directly to
the Trustee, as instructed by the Trustee.

The Subsidiaries will not be entitled to withhold and/or offset any amount of their
debt pursuant to the Owners Loan agreements against any debt or liability of any
kind to the Subsidiaries.

Any provision which reduces the amount of the Joan amount will not be valid,
except against the said repayments amounts and dates as specified above in this
section only.

The Subsidiaries, through the Canadian Legal Counsel, will transfer all payments
in connection with Owners Loans directly into the Dedicated Account and/or
directly to the Nominee Company, for the purpose of repayments to the Debenture
holders.

6.6 General provisions with regard to pledging of the pledged assets

6.6.1

In contracting the Deed of Trust and in the Trustee’s consent to serve as Trustee for
the Debenture holders, the Trustee does not explicitly or implicitly its opinion
regarding the Company's ability to fulfill its obligations towards the Debenture
holders. For the removal of doubt, it should be noted that the Trustee is not
required to review, and in practice the Trustee has not and will not review the need
to provide collateral to secure payments to the Debenture holders. The Trustee was
not required to and in practice did not conduct a financial, accounting or legal due
diligence process with regard to the business situation of the Company or the
Subsidiaries. The foregoing does not derogate from the Trustee's obligations by
law and/or pursuant to this Deed of Trust, and shall not derogate whatsoever from
the Trustee's obligation (if applicable to the Trustee by law) to review the effect of
changes in the Company from the issue date of the Debentures and thereafter, if
such changes may negatively impact the Company's ability to fulfill its obligations
to the Debenture holders,

6.6.2 1t should be noted that the provisions of this section 6.6.2 shall not prevent the

Company and/or the Subsidiaries from registering any liens in favor of third
parties on their assets, except on the assets pledged under this Deed, subject to the
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undertaking of the Company not to pledge all of its property (only that held
directly thereby) under a general floating pledge as specified in 6.10 below, and
the Company and/or the Subsidiaries will be entitled to register and/or undertake to
register liens of any kind and rank and/or to confer other rights of any kind or type
on the buildings and/or the land included in a Backup Project and on agreements
contracted during the construction of any Backup Project, except with respect to
the Surplus.

6.7 Transfer of the issue proceeds to the Dedicated Account

6.7.1

The issue proceeds to be received by the Issue Coordinator in connection with the
issue of the Debentures, following the payment of the issue expenses including
commissions to distributors (hereinafter: the "Net Issue Proceeds™) will be
transferred by the Issue Coordinator as follows:

6.7.1.1 An amount equal to the payment of the land transfer tax specified in
Chapter 6 of the Prospectus will be transferred directly to the Company
account (hereinafter: the "Unconditional Proceeds").

6.7.1.2 The balance of the net issue procceds (namely, the net issue proceeds, net
of the unconditional proceeds) (hereinafter: the "Proceeds Held in
Trust") will be transferred in full, together with any gains thereto, to the
Trust Account immediately upon receipt thereof. The Company will
provide instructions to the Trustee with regard to the manner of
investment of the net issue proceeds to be deposited inte the Trust
Account, in accordance with the provisions of section 17 of the Deed of
Trust, and the Trustee shall act in accordance with such instructions. If the
Trustee acts in the abovementioned manner, the Trustec will not be liable
to the Debenture holders and/or to the Company for any loss incurred by
such investments. Pending receipt of the said instructions of the
Company, the aforementioned funds will be deposited in a daily NIS
deposit. The Company will be liable for any fees associated with the
opening, managing and closing of the issue proceeds account. The deposit
of the net issue proceeds in the Trust Account will be considered as
transfer of such proceeds to the Company, and based on such the
Company will request the TASE to list the Debentures for trading.

6.7.2 Upon delivery of all the documents specified in subsections 6.7.2.1 - 6.7.2.6 below

to the Trustee, the Trustee will transfer the proceeds held in trust in accordance
with the following: (1) The amounts in respect of the interest cushion and the
expenditures cushion (as specified in sections 5.7 and 5.8 of the Deed of Trust,
respectively) will remain in the Trust Account; (2) An amount equal to the
proceeds held in trust, net of the cushion amounts pursuant to subsection (1) above
up to a total of $ 46 million will be transferred to the Dedicated Account
("Amount Designated for Owners Loans”); (3) Any remaining balance of the
proceeds held in trust, net of the amounts pursuant to subsection (1) and (2) above
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will be transferred to the Company in accordance with its instructions. And the
following are the documents:

6.7.2.1

6.7.2.2

6.7.2.3

6.7.2.4

6.7.2.5

6.7.2.6

The original certification, with wording acceptable to the Trustee, by the
Company CEO, chief financial officer or other senior officer, confirmed
by an attorney, whereby, inter alia, the lien on the Dedicated Account is
not in contradiction of the other undertakings of the Company,

The original certification from the Registrar of Liens attesting to the
registration of the lien on the Dedicated Account

The opinion of the Canadian Legal Counsel, addressed to the Trustee, as
specified in section 6.3.4 above in connection with the lien on the
Dedicated Account.

The confirmation of the Canadian Legal Counsel, addressed to the
Trustee, as specified in section 6.3.5 above in connection with the lien on
the Dedicated Account.

The Company’s notification to the Bank in which the Dedicated Account
will be opened with respect to the authorized signatories of the Dedicated
Account, which will be held jointly by the Company and the Trustee, as
well as confirmation from the bank that no change will be made to the
authorized signatories of the Trust Account without the prior written
consent of the Trustee.

Confirmation from the Bank, with wording acceptable to the Trustee, in
which the Dedicated Account will be opened with respect to waiver of all
lien and offset rights in the Dedicated Account.

In the event that the lien on the Dedicated Account is not registered within 120
days of the issue date, the Company will act to implement a full early redemption
of Debentures (Series A) and to delist these Debentures from trading. Furthermore,
subject to an ordinary resolution by the Debenture holders passed at a General
Meeting of Debenture Holders, it will be possible to extend the period to create
and/or register the lien on the Dedicated Account beyond the aforementioned

period.
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One business day after the end of the aforementioned period (120 days or a later
date approved by the General Meeting of Debenture Holders, as noted above, as
applicable), the Company will publish an Immediate Report, with a copy to the
Trustee, announcing the date of such full early redemption. The date of the full
early redemption will be no less than seventeen (17) days and no more than forty-
five (45) days after the report by the Company to the Debenture holders of the full
early redemption. In such a case, the principal of the Debentures (Series A) plus
annual interest at the original interest rate determined in the tender accrued for the
period starting on the first trading day after the subscription list closing date and
up to the date of the full early redemption, will be payable to the holders of
Debentures (Series A) net of any statutory tax.

In the said Immediate Report, the Company will publish the amount of the
principal to be paid in the early redemption as well as the accrued interest with
respect to this principal amount up to the early redemption date. The Company
undertakes to transfer into the Trust Account, no later than 3 business days prior
to the early redemption payment date, an amount equal to the difference between
the funds deposited in the Trust Account at that time and the amount payable to
holders with respect to the early redemption. The Company will be liable for
taking all action required by law to implement the early redemption, including
with the TASE clearinghouse, and will provide the Trustee in a timely manner
with all the documents and confirmations required by the latter to complete this
transaction. For the removal of doubt, concurrent to the implementation ofthe full
early redemption, the Company will no longer be required to register any liens in
favor of the holders of Debentures (Series A), and this Deed of Trust shall expire
and be null and void.

The Trustee will transfer to the Company any remaining balance, if remaining, in
the Trust Account following the full early redemption.

6.8 Transfer of funds from the Dedicated Account to the Subsidiaries

6.8.1

The Company will provide Owner Loans funds to the Subsidiaries, from time to
time, from the amount designated for Owners Loarns (as specified is section 6.7.2
above) which will be deposited in the said Dedicated Account and the Trustee shall
confirm such, upon delivery of all the documents specified in subsections 6.8.1.1 —
6.8.1.9 below to the Trustee.
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The amount to be transferred from the Dedicated Account for the purpose of
providing an Owners Loan to the relevant subsidiary, which will be included in
the relevant Owners Loan agreement, will be determined by the Company at its
discretion and the Trustee will rely on the instructions of the Company and the
provisions of the said Owners Loan agreement on this matter and since the
Trustee does not have the ability to ensure that this is the amount required to
provide working capital and/or repayment of the loan taken for financing, it will
not perform any examination in this matter.

It should be clarified that the Trustee does not have the ability to ensure that the
relevant subsidiary will make use of the funds of the Owners Loan in that
company for the purpose of providing working capital for a project of that
Subsidiary as stated under the definition of the Owners Loans in section 6,1.15
above, therefore, in this matter, the Trustee will rely on the declaration in section
6.8.1.2 below without the need to perform any examination

6.8.1.1 A certified copy of the Owners Loans agreements signed by the Company
and the Subsidiaries, under the terms specified in section 6.5 above.

6.8.1.2 The original declaration of the CEO of the relevant Subsidiary, the chief
financial officer or other senior officer of the relevant Subsidiary, certified
by an attorney, whereby the purpose of the loan to the Subsidiary is for
the purpose of working capital (full or partial, while indicating the
additional source for the provision of the balance of the working capital
for that project) for the relevant Backup Project or repayment (full or
partial) of the Joan taken to finance the working capital of the project.

6.8.1.3 The original declaration, with wording acceptable to the Trustee, of the
CEO of the Company, the chief financial officer or other senior officer,
certified by an attorney, whereby, inter alia, the lien on the Owners Loans
is not in contradiction to the other undertakings of the Company.

6.8.1.4 Irrevocable notice of instructions, with wording acceptable to the Trustee,
to the Subsidiaries, with the implication specified in section 6.3.1 above,
signed by the Company and confirmed by the Subsidiaries.

6.8.1.5 Trrevocable notice of mstructions, with wording acceptable to the Trustee,
to the Canadian Legal Counsel, with the implication specified in section
6.3.2 above, signed by the Company and confirmed by the Canadian
Legal Counsel.

the Trustee, with the implication specified in section 6.3.3 above, signed
by the Company and confirmed by Mattamy.,

6.8.1.7 The opinion of the Canadian Legal Counsel, addressed to the Trustee,
with the implication specified in section 6.3.4 above in connection with
liens on Owners Loans.

6.8.1.6 TIrrevocable notice of instructions to Mattamy, with wording acceptable to
|
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6.8.1.8 The confirmation of the Canadian Legal Counsel that the Subsidiaries
have passed all the required resolutions for the purpose of undertaking the
relevant Owners Loan agreement and that the said agreement is not in
contradiction with the Articles of Association of that Subsidiary.

6.8.1.9 The confirmation of the Canadian Legal Counsel that the Company has
passed all the required resolutions to create the lien on the Owners Loans
and that the authorized signatories on behalf of the Company and/or the
Subsidiaries, as applicable, have signed all the documents required for the
creation and registration of the said liens and that the liens on the Owners
Loans have been duly registered and are valid and enforceable towards
third parties. The relevant lien documents will be attached to the
confirmation of the Canadian Legal Counsel.

It should be clarified that the provision of the Owners Loans from the funds in the
Dedicated Account may be implemented incrementally in accordance with the date
of the registration of the liens on each of the Owners Loans, namely, upon receipt
of all necessary documents in connection with the creation of a lien on any Owners
Loan and/or registration thereof, the Company will be entitled to transfer the
amount of that Owners Loan to the relevant subsidiary.

6.9 Declarations and commitments of the Company in connection with the pledged assets

The Company hereby declares and undertakes as follows:

6.9.1

6.9.2

6.9.3

The Company and/or the Subsidiaries, as applicable, is/are entitled to pledge the
pledged assets and no consent of any kind is required to create pledges on pledged
assefts.

The Company declares and undertakes to the Trustee and the holders of
Debentures that as of the date of entering into this Deed, there is no cause under
any law, agreement or undertaking, including the Articles of Association of the
Company and/or the Subsidiaries and agreements of the shareholders of the
Subsidiaries or agreements concluded in connection with the Subsidiaries, which
prevents the Company from signing the Deed of Trust, and carrying out all of the
Company's commitments thereunder, and that there is no restriction or condition
on creating the liens set forth herein and the liabilities of the Company thereto, and
that the contracting and signature of the Company on this Deed does not constitute
a breach of any undertaking which the Company or any of the Subsidiaries have
taken upon themselves and that the Board of Directors of the Company has duly
passed a resolution regarding the creation of liens and that no consent is required
to create liens with any party whatsoever, including with any one of the
Subsidiaries or shareholders. The Company undertakes to notify the Trustee in the
event that there is any change in that stated in this subsection.

Subject to liens created under this Deed, the rights of the Company and/or the
Subsidiaries, as applicable, on pledged assets are free and clear of any debt,
foreclosure, lien or right of any third party, and there is no condition or restriction
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applicable by law or agreement on transfer of ownership thereof or pledge thereof
and/or exercise thereof and/or transfer of ownership thereof during the realization
thereof, The Company undertakes to cause the provisions of this section to be
applicable prior to and on the date of the creation of the relevant pledge and to
inform the Trustee regarding any change in connection with the provisions of this
section.

On the date of the signing of this Deed the Company and/or the Subsidiaries are
not jn a process of liquidation and/or receivership (temporary or permanent) and/or
a stay of proceedings and no application for liquidation and/or receivership and/or
a stay of proceedings has been filed against any of them and the Company is not
aware of any threat of applying or taking such actions. In addition, the Com pany
declares that it and/or any of the Subsidiaries have not passed a resolution of
liquidation.

Subject to the provisions of the this Deed, without receiving the approval of the
Trustee, the Company will not pledge, mortgage, transfer, sell or assign the
pledged assets or any part thereof to any third party in any manner, nor take any
actions in respect of the pledged assets which may impair the ability of the Trustee
and/or holders of the Debentures to exercise any of the pledges, while all the
Debentures have not been repaid and all the Company's undertakings in respect
thereof have not been implemented or while the pledges on the pledged assets have
not been removed.

Immediately following the Company becoming aware thereof, the Company shall
notify the Trustee of any event of imposition of an attachment, imposition of an
order of execution or filing of an application to appoint a receiver of the pledged
assets, or part thereof. In addition, following the Company becoming aware
thereof, the existence of a pledge in favor of the Trustee shall immediately be
notified to the Authority which imposed the said attachment or order of execution
or which requested to appoint a receiver and/or a third party which initiated or
requested the foregoing or part thereof, and shall immediately, at the expense of
the Company, take all reasonable measures necessary to cancel the attachment,
execution order or appointment of a receiver, as applicable.

Without derogating from the undertakings of the Company pursuant to section
6.9.5 above, the Company will notify the Trustee of any change in the Articles of
Association of any of the Subsidiaries.

The Company undertakes that as long as the pledged assets are pledged in favor of
the Trustee for the holders of Debentures, all of the issued and paid-up share
capital of any of the Subsidiaries will be held by the Company and no additional
rights of any sort or type whatsoever will be allocated by any of the Subsidiaries to
third parties except to the Company.
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The Company undertakes that if the Canadian Legal Counsel is replaced and/or if
Mattamy has ceased to manage, or has sold its holdings, in the Downsview Project,
it shall immediately notify the Trustee and it will provide the replacement
Canadian Legal Counsel and/or the manager of the Downsview Project with the
notice of instructions specified sections 6.3.2 and 6.3.3 above, as applicable.

The waterfall payments in the Downsview Project are as specified in section
7.6.8.2 (A) of the Prospectus.

The Company undertakes to include a disclosure in connection with each of the
Backup Projects in the financial statements, similar to that specified in Part 5 of the
Board of Directors Report attached to Chapter 7 of the Prospectus, for as long as
there are existing outstanding Debentures (Series A) or for as long as the entire
Surplus in connection with the relevant Backup Project (and with respect to that
project) has not been transferred to the Dedicated Account, whichever is earlier.
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6.9.12 The Company undertakes to cause the Subsidiaries and/or companies under its

control not to assume new working capital bridging loans (mezzanine) with respect
to the Backup Projects. It should be noted that the foregoing does not prevent the
Subsidiaries and/or companies under its control to assume senior debt, plus the
Subsidiaries and/or companies under its control will be entitled to create and/or
will undertake to create pledges of any kind and of any rank, and/or award other
rights of any kind or type, on the buildings and/or on the land included in the
Backup Project and on agreements which they have contracted during the
construction of a Backup Project, except with respect to Surplus, all in connection
with senior debt, The Company will provide the Trustee with confirmation from
the chief financial officer in the Company within 2 business days of the date of
publication of any financial statement, quarterly or annually, as applicable, with
respect to compliance with the undertaking in this section. The Company will
publish an Immediate Report after the issue of the Debentures which will include
details regarding the scope of the current working capital bridging loans with
respect to each Backup Project on the date of the issue, as well as a breakdown as
part of the said quarterly approval of the Trustee (or the disclosure in the Board of
Directors Report, as applicable), a breakdown of the said loans which have been
repaid from the balance of the proceeds of the issue and the balance of the said
loans that have not been paid from the balance of the proceeds of the issue (up to
the use of the full balance of the proceeds of the issue to repay these loans) and a
breakdown of the volume of the said loans as of the relevant financial statement, If
the confirmation of compliance with the undertaking in the Board of Directors
Report is included in the quarterly report or the annual report of the Company, this
confirmation in the report will be considered as providing confirmation to the
Trustee and the Company will not be required to provide a separate confirmation
to the Trustee, as specified above. It should be clarified that the Trustee is not in
possession of data that will enable him to ensure the compliance of the Company
with the above undertaking in this section, and, therefore, the Trustee willrely on
the said notifications of the Company, without the need to carry out additional
examinations.
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6.9.13 The Company undertakes to cause that as part of the financing loans to be assumed
by the Subsidiaries (and/or companies under its control) in the Backup Projects,
the lenders financing the Backup Project will not be awarded the right to offset in
connection with other properties and/or accounts and no cross lien of any kind or
type whatsoever will be given with respect to the properties that are under the
relevant subsidiary. The Company will provide the Trustee with legal confirmation
whereby under the agreements with each lending entity in connection with the
relevant Backup Project, each lending entity has not been given an offset right and
that the pledges given to that financing entity guarantees the loan to that lending
entity in connection with the relevant Backup Project only for 60 days from the
date of the issue of the Debentures. If in connection with any Backup Project the
Company has not yet entered into an agreement with the financing lender entities
(or in the case of an existing debt with whatever financing lender), the Company
will provide notification to the Trustee of an agreement with a financing lender and
will provide the said legal confirmation within 14 days of the date of the
agreement. In addition, the Company will provide the Trustee with confirmation
from the chief financial officer in the Company, within 2 business days from the
date of publication of any financial statement, quarterly or annual, as applicable,
with respect to the compliance of the Company with the undertaking in this
section, If the confirmation of compliance with the undertaking in this section in
the Board of Directors Report is included in the quarterly report or the annual
report of the Company, this confirmation in the report will be considered as
providing confirmation to the Trustee and the Company will not be required to
provide a separate confirmation to the Trustee, as specified above. It should be
clarified that the Trustee is not in possession of data that will enable him to ensure
the compliance of the Compainy with the above undertaking in this section, and,
therefore, the Trustee will rely on the said notifications of the Company, without
the need to carry out additional examinations,

6.9.14

For the removal of any doubt, it is clarified that the Trustee is not obligated to
examine, and in practice the Trustee has not examined the need to provide collateral
to secure the payments to the Debenture Holders (Series A). The Trustee was not
requested to conduct, and in practice the Trustee has not conducted an economic,
accounting or legal due diligence review with regard to the condition of the
Company’s business. By entering into this Deed of Trust and by consenting to serve
as Trustee for the holders of (Series A) Debentures, the Trustee is not expressing its
opinion, whether explicitly or implicitly, with regard to the Company’s ability to
meet its obligations to the Debenture Holders (Series A). Nothing in the foregoing
derogates from the Trustee’s duties under any law and/or this Deed nor does it

derogate from the Trustee’s duty (insofar as such duty applies to the Trustee
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pursuant to any law) to examine the effect of changes in the Company as of the date

of the Prospectus, insofar as they may adversely affect the Company’s ability to meet

its obligations to the Debenture Holders (Series A).

6.10 Undertaking to not to create a floating charge

6.10.1

6.10.2

6.10.3

6.10.4

The Company undertakes not to create a general floating charge on all its assets,
without the prior approval of the meeting of Debenture Holders (Series A) by
ordinary resolution. Notwithstanding the above, the Company shall be permitted to
create a general floating charge on its property, in whole or in part, in favor of a
financing party that will provide funding to the Company itself (including the
holders of the other debenture series) without having to obtain the consent of the
meeting of the Debentures holders, subject to, concurrent with the creating of the
stated floating charge, the Company shall create a charge of the same type and of
equal rating in favor of the debenture holders (Series A), pari passu, according to
the debt ratio, which shall be valid as long as the Debentures (Series A) have not
been fully repaid. The Company clarifies that as of the date of the signing of this
Deed, the Company has not created the general floating charge stated above.

The Company will specify in the Board of Directors Report for every quarter, the
compliance or non-compliance with its obligation under this section 6.2. A
reasonable time prior to creating the said permitted floating charge, the Company
shall submit to the Trustee certification signed by the chief financial officer which
describes the floating charge which the Company intends to create and confirms
the floating charge is a permitted charge as specified in section 6.2.1 above. The
Trustee will rely on the said certification and will not be required to carry out an
additional examination on its behalf.

To remove any doubt it should be clarified that the Company is entitled to charge
its assets, in whole or in part, with specific pledges (including a floating charge on
specific assets) and to guarantee without receiving the approval of the meeting of
Debenture Holders (Series A) and without requiring to provide any collateral in
favor of the Debenture Holders (Series A). In addition, companies held by the
Company are entitled to charge their assets, in whole or in part, with any pledge
(including a floating charge), and in any manner, without the approval of the
meeting of Debenture Holders (Series A) and without requiring to provide any
collateral in favor of the Debenture Holders (Series A) concurrently with creating
charges as aforesaid.

The Company undertakes not to take credit from financial institutions that are not
Israeli and not to provide charges to financial institutions that are not Israeli,
except for with respect to credit frameworks that may be provided by financial
institutions in the United States or Canada (including specific charges to secure the
said credit frames) for the purpose of engaging in hedge transactions of the
shekel/dollar exchange rate with respect to the Debentures that the Company will
issue. It should be noted that the foregoing does not detract from the capability of
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the Company to issue Debentures in Israel. The Company shall specify in the
Board of Directors Report for each quarter, its compliance or non-compliance with
its undertakings under this section 6.10.4 stated, inter alia, in every provided credit
facility, in accordance with this undertaking (including the purpose of the credit
framework in accordance with the above).

6.10.5 Prior to signing this Deed, the Company will provide the Trustee, no later than 60
days from the date of the signing of this Deed, with a legal opinion by an attorney
who specializes in the laws of Ontario which apply to the Company, pursuant to
which there is no legal duty in Ontario to register a negative floating pledge as
provided in section 6.2 above with any registry managed under the laws of
Ontario. In addition, the Company shall subinit to the Trustee, on December 31 of
each year, certification by an attorney that specializes in the relevant law
applicable to the Company, that the Company did not register with its Registrar
and/or another registrar that complies with the relevant law, any floating charge in
favor of anyone in contrast to its undertaking in section 6.2 above. Proof from the
registrar that meets the law applicable to the Company shall be attached to the
attorney’s certification. It should be noted that, the confirmation of the attorney, as
described above, regarding the registration of a lien that is not in compliance with
the undertaking in section 6.2 above and which does not include confirmation that
the Company did not create or make a commitment to create any lien in violation
of section 6.2. It should also be noted that the Trustee has no data which allows
him to ensure the Company’s compliance with its obligations as specified in
section 6.2 above (and the subsections thereof) and, therefore, in order to inspect
the Company's compliance with these obligations the Trustee will rely on the
reports of the Company, as specified below, and the confirmation of the attorney,
the correctness of which he will not be able to ensure. The Company shall include
in its quarterly and/or periodic reports, as the case may be, reference to its
compliance or failure to comply with the undertaking stated in this section above.
The Company may sell, lease, assign, give or transfer in any way whatsoever, all
or part of its assets, to any person it deems fit, without requiring the approval of
the Trustee and/or the Debenture Holders (Series A), as applicable.

6.10.6 The Company is not obligated to notify the Trustee of the transfer or sale of any of
its assets unless it is a sale or transfer of a “material asset of the Company” as it is
defined in section 8.1 below, and is not obligated to inform the Trustee of any
charge over its assets, except as stated in section 6.2 above,

6.11 Financial covenants

Until the date of the full, final and exact payment of the debt pursuant to the terms of
the Debentures (Series A) (subject to the provisions of section 6.13 below), the

Company shall comply at any time with the financial covenants set forth below:
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(1) The Company’s consolidated nominal equity (excluding minority interests) will
not be Jess than $65 million (this amount will not be linked to the CPI)
(hereinafler: the “Minimum Equity”).

(2)  The ratio of the consolidated equity of the Company (including minority
interests) to the total consolidated assets, net of customer advances, will not be
less than 18% (hereinafter: “Assets to Equity Ratio” or the “Minimum Assets
to Equity Ratio”).

(3)  Theratio of the adjusted net financial debt to total consolidated assets shall not
exceed 74% (hereinafter: "Debt to Assets Ratio” or "Maximum Debt to
Assets Ratio");

In this section:

"Consolidate nominal equity" - as specified in section 5.3 above
"Adjusted net financial debt" - as defined in section 5.3 above
“Adjusted Assets” — as defined in section 5.3 above

The examination of the Company’s compliance with the financial covenants in
subsections (1) to (4) above will be conducted on the date of publication of the
Company’s financial statements and as long as the Debentures (Series A) are
outstanding, in relation to the annual/quarterly financial statements which the Company

would have published until that date.

The Company will specify in the Board of Directors Report for the relevant period
whether or not it complies with the financial covenants in subsections (1) to (4) above.
In addition, the Company shall deliver to the Trustee a certification from the chief
financial officer concerning compliance with the financial covenants in paragraphs (1)
to (4) above, within 7 business days from the date of publication of the

quarterly/annual financial statements, as applicable.

If the Company’s consolidated equity drops below the Consolidated Minimum
Nominal Equity of the Company and/or if the assets to equity ratio drops below the
Minimum Assets {o Equity ratio and/or if the Debt to Assets ratio exceeds the
Maximum Debt to Assets ratio, in any quarter, the Company shall notify the Trustee in

writing and report this data and the meaning of this data by means of an Immediate
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Report via Magna, no later than the end of one business day following the publication

of the financial statements (quarterly and annual).

6.12 Surplus ratio undertaking

The Company undertakes that as long as the full liabilities of the Company to the
holders of Debentures (Series A) have not been fully repaid (subject to the provisions
of section 6.13 below), the Surplus expected to arise from the Backup Projects will be
an amount equal to or exceeding 140% of the portion obtained from the distribution:
(a)The expected surplus balance of the Company in (b) the unpaid balance of the
principal of the Debentures (Series A) plus the interest on the Debentures (Series A),
accrued up to the date of the examination, net of the actual amounts that are deposited
in the Dedicated Account and in the interest cushion account (hereinafter; the "Ratio of

Surplus to Debt") .

The examination concerning the compliance of the Company with the Ratio of Surplus

to Debt, as mentioned above in this section, shall be carried out on the date of

publication of the financial statements (quarterly and annual) by the Company as long

as there are outstanding Debentures (Series A). Starting from the date of
implementation of any of the Backup Projects, the Surplus expected to arise from that
Backup Project, which will be published by the Company as part of the Board of |
Directors Report, will be based on the reports to be prepared by the Inspector on that l‘
relevant project which will be provided to the Company, upon which the date of the
signature thereon is no later than three months from the date of publication of the
relevant financial statements, In addition, the Company will specify in the Board of
Directors Report of each financial statement, the Surplus expected to arise from each
Backup Project, the Ratio of Surplus to Debt and its compliance or non-compliance
with its undertaking with respect to the Ratio of Surplus to Debt mentioned above in

this section.

The Company will be entitled to complete the funds in the Dedicated Account from its
independent resources, up to the date of a specific examination (the date of publication
of the relevant financial statements), in order to comply with the Ratio of Surplus to
Debt such that this will not be considered a breach of the undertaking of the Company
with respect to the Ratio of Surplus to Debt.

6.13 The cancellation of the undertakings to comply with the financial covenants, the
dividend restriction, adjustment of the interest rate and others
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Notwithstanding the foregoing, it is hereby clarified that the undertaking of the
Company to adjust the interest rate in the event of a decline in the rating of the
Debentures as specified in section 5.2 above, the undertaking of the Company to
comply with the covenants specified in section 5.3 above, the undertaking of the
Company to comply with the dividend restriction set forth in section 5.5 above, the
undertaking of the Company to approve special transactions at the Meeting of Holders
of the Debentures as specified in section 5.6 above, the undertaking of the Company to
comply with the financial obligations as specified in section 6.11.above, the
undertaking to comply with the Ratio of Surplus to Debt as specified in section 6.12
above shall not apply in the event that the total amount of the fands deposited in the
Dedicated Account (as specified in section 6.1.14 below) is equal to 100% of the
liability value of the Debentures plus the amounts equal to future interest payments up
to the date of the final redemption of the Debentures (net of amounts deposited in the
interest cushion account) up to the end of the life-term of the Debentures (Series A).
Appropriately, in this event, the causes for immediate redemption relating to the said
breach of undertakings by the Company, aforementioned above in this subsection, will

not be valid.

7. Early redemption

7.1

Early redemption at the discretion of the TASE

If the Tel Aviv Stock Exchange decides to delist the Debentures from trading because
the value of the bond series falls below the amount prescribed in the TASE Regulations

regarding delisting, the Company shall act as follows:

(A)  Within 45 days from the date of the said resolution to delist the Debentures, the
Company will announce an early redemption date on which the holder may

redeem the Debentures.

(B)  The early redemption date with regard to the Debentures will not take place
seventeen (17) days from the date of publication of the announcement and no
later than forty five (45) days from the said date, but not during the period
between the Effective Date for the payment of Interest and the actual date of
payment thereof.

(C)  On the early redemption date, the Company will redeem the Debentures of

Holders who so requested, in accordance with the balance of the nominal value
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thereof and the addition of interest that has accrued on the principal until the
actual redemption date (the interest will be calculated on the basis of 365 days
per year).

(D)  The setting of an early redemption date as aforesaid is without prejudice to the
rights of redemption as stipulated in the Debentures, for those Holders of the
Debentures who do not redeem them on the early redemption date as aforesaid,
but the Debentures will be delisted from the TASE, and the resulting tax

implications will apply thereto.

Early redemption of the Debentures as aforesaid, will not grant to a Debenture Holder
who redeems same as stated the right to the payment of interest in respect of the period

after the redemption date.

The Company will publish notice of the earliest redemption date in an Immediate

Report. The said notice will also detail the proceeds of the early redemption.

127
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Early redemption at the discretion of the Company

The Company may, at its sole discretion, call the Debentures (Series A) for early
redemption, at any time, commencing 60 days from the date of the listing thereof on the
TASE, in which case the following provisions shall apply, all subject to the guidelines
of the Securities Authority and the provisions of the TASE Rules and Regulations as

shall be in effect on the relevant date:
The frequency of early redemptions shall be limited to one per quarter.

If an early redemption was scheduled for a quarter with a pre-scheduled interest
payment, or partial redemption payment or final redemption payment, the early

redemption will occur on the date designated for such payment.

For purposes of this section, “quarter” shall mean any of the following periods:

January-March, April-Tune, July — September, October — December,

The minimum amount of an early redemption of Debentures shall not be less than NIS
1 million. Notwithstanding the aforesaid, the Company may make an early redemption
of Debentures totaling less than NIS [ million provided the number of redemptions a
year will be limited to one, all in accordance with the instructions of the TASE in this

matter,

Any early redemption amount will be paid on a pro rata basis to the Debenture Holders
(Series A) at the par value of the Debentures (Series A) held.

Upon the Company’s Board of Directors resolution to make an early redemption as
aforesaid, the Company shall publish an Immediate Report with a copy to the Trustee
no less than seventeen (17) days and no more than forty five (45) days prior to the early
redemption date, The early redemption date shall not occur in the period between the
record date for interest payment in respect of the Debentures (Series A) and the actual
interest payment date. In said Inmediate Report, the Company will publish the early
redemption amount of the principal and the interest accrued on the principal until the

early redemption date, in accordance with the following provisions.

On the date of a partial early redemption, if there should be one, the Company will pay
the holders of Debentures (Series A) on the date of the partial early redemption the
accrued interest only for the separate share of the partial redemption and not for the

total unredeemed balance. No early redemption will be implemented on a part of the
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series of Debentures (Series A) if the final redemption amount is less than NIS 3,2
million. On the date of early redemption, full or partial, as it shall be, the Company
shall give notice in an Immediate Report of: (1) the percentage of the partial
redemption in terms of the unpaid balance; (2) the percentage of the partial redemption
in terms of the original series; (3) the interest rate of the partial redemption on the
redeened part; (4) an update of the percentage of the partial redemptions that remain,
in terms of the original series; (5) the determining date for eligibility to receive an early
redemption of the debenture principal that shall be twelve days (12) prior to the date set

for the early redemption; all as applicable.

The amounts payable to the Debenture Holders (Series A) in the event of early
redemption, shall be the higher of: (1) the market value of the outstanding Debentures
(Series A), which will be determined based on the average closing price of the
Debentures (Series A) in the thirty (30) trading days prior to the date of the Board of
Directors resolution regarding an early redemption; (2) the liability value of the
outstanding Debentures (Series A) called for early redemption, that is, the principal
plus interest, until the actual early redemption date; (3) the balance of cash flow of the
Debentures (Series A) called for early redemption (principal plus interest), discounted
at the government bond yield (as defined béiow) plus 1.75% per annum. The
discounting of the Debentures (Series A) that are called for early redemption, full or
partial, will be calculated from the early redemption date to the last repayment date

scheduled for the Debentures (Series A) which are called for early redemption.

For purposes of this section — “government bond yield” means the average yield
(gross) to maturity in the seven business day period that ends two business days before
the date of the notice of early redemption notice, of three series of government bonds
whose average life is the closest to the average life of the Debentures (Series A) on the

relevant date.

The Company shall furnish to the Trustee within five business days from the date of the
resolution of the Board of Directors certification signed by the chief financial officer

regarding calculation of the redemption atount.

8. The right to deplare the Debentures due and payable

8.1 Upon the occurrence of one or more of the cases listed in this section below, the

provisions of section 8.2 below will apply, as relevant:
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If the Company does not pay any sum owed by it in connection with the
Debentures or if it fails to meet any of the remaining material obligations
toward the Debenture Holders, and the Trustee gave notice to the Company in
writing to remedy the breach and the Company does not remedy the said

breach within 14 days from giving notice,

If the Company files an order for the stay of proceedings or if an order for the
stay of proceedings is given against the Company or if the Company files a
motion for a settlement or arrangement with the creditors of the Company
pursuant to Article 350 of the Companies Law 5759-1999, or if the Company
offered its creditors the said settlement or arrangement in another manner, due
to its inability to meet its obligations on time (except for purposes of merging
with another company, as specified in 8.1.21 below and/or restructuring of the
Company, including a split, which are not prohibited under the terms of this
Deed and except for arrangements between the Company and its shareholders
which are not prohibited under the terms of this Deed and which do not affect
the ability to repay the Debentures (Series A)) or if the Company will offer its
creditors an alternate manner of settlement or arrangement due to the inability

of the Company to comply with its undertakings on the maturity date.

It should be clarified that for the purpose of this subsection, the procedures for
a stay of proceedings pursuant to Article 350 of the Companies Law and/or
request for settlement or an arrangement by another manner, will be
procedures in accordance with Israeli law or parallel proceedings in
accordance with foreign law, corresponding in all material aspects, to the

Israeli procedure.

If an application was filed pursuant to Article 350 of the Companies Law
against the Company (not with the Company’s consent) which was not

dismissed or cancelled within 45 days from the date of submission thereof.

[t should be clarified that for the purpose of this subsection, an application
under section 350 of the Companies Law shall be in accordance with Israeli
law or a parallel proceeding in accordance with foreign law, corresponding in

all material aspects, to the Israeli procedure.
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If the Company adopts a valid resolution for liquidation thereof (other than
liquidation for the purpose of a merger with another company as specified in
section 8.1.21 below), or if’ a permanent liquidator has been appointed for the

Company and/or a final liquidation order has been made by the court.

It should be clarified that the purpose of this subsection, liquidation
proceedings will be proceedings in accordance with Israeli law, or parallel
proceedings in accordance with foreign law, corresponding in all material

aspects, to the Israeli procedure.

If a temporary liquidation order has been granted and/or a temporary liquidator
has been appointed and/or any judicial decision of a similar nature has been
rendered, and such order or decision were not dismissed or cancelled within 45
days of the date of issuing the order or rendering the decision, as the case may
be. Notwithstanding the foregoing, the Company will not be provided any
remedy period with respect to applications made or orders issued, as the case

may be, by the Company or with its consent.

It should be clarified that the purpose of this subsection, liquidation
proceedings will be proceedings in accordance with Israeli law, or parallel
proceedings in accordance with foreign law, corresponding in all material

aspects, to the Israeli procedure.

If an application has been filed for receivership or the appointment of a
receiver (temporary or permanent) for the Company or for a material asset of
the Company (as the term is defined below), or if an order has been issued for
the appointment of a temporary receiver, which were not dismissed or
cancelled within 45 days of the date of filing the application or issuing the
order, as the case may be; or — if an order has been filed for a permanent
receiver for the Company or for a material asset of the Company (as the term
is defined below). Notwithstanding the foregoing, the Company will not be
granted any remedy period in relation to the applications filed or orders issued,

as the case may be, by the Company or with its consent.

It should be clarified that the purpose of this subsection, receivership

proceedings will be proceedings in accordance with Israeli law, or parallel
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proceedings in accordance with foreign law, corresponding in all material

aspects, to the Israeli process.

If an attachment is imposed or if actions of execution are carried out in
connection with a material asset of the Company (as defined below), and the
attachment is not rescinded, or the action is not cancelled, as the case may be,
within 45 (forty five) days following the imposition or execution thereof, as
the case may be. Notwithstanding the foregoing, the Company will not be
granted any remedy period in relation to the applications filed or orders issued,

as the case may be, by the Company or with its consent.

It should be clarified that the purpose of this subsection, attachment
proceedings will be proceedings in accordance with Israeli law, or parallel
proceedings in accordance with foreign law, corresponding in all material

aspects, to the Israeli process.

If the holders of liens exercise their liens against a material asset of the

Company (as defined below).

If there is areal concern that the Company will not meet, or that the Company
has failed to meet, its material obligations toward the debenture holders
(Series A). 1t is clarified that the Company’s material obligations inter alia

include the amounts of payment to the holders and the dates thereof.

If the Company terminated or announced its intent to terminate the payment of
its debts, or ceased, or announced its intent to cease to conduct its business

affairs as they shall be from time to time

If there was material deterioration in the Company’s business compared to its
condition on the date of initial offering of the Debentures (Series A) and there
is real concern that the Company would not be able to repay the Debentures

(Series A) on time.

If control of the Company has been transferred, directly or indirectly, and such
transfer of control was not approved by the Debenture Holders (Series A) by a
special resolution prior to transfer of control. The controlling shareholder of
the Company on the date of issue of the Debentures (Series A) is Mr. Alan

Saskin.
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For purposes of this subsection — “transfer of control” — a change of control
in the Company, such that the controlling shareholder or immediate family
members cease to hold, directly or indirectly, more than 50% of the capital and
voting rights of the Company. For the avoidance of doubl in this regard it
should be clarified that: (a) inheritance by law does not constitute a transfer of
control for the purposes of this section. The same limitations will apply to the

heirs pursuant to the law for transfer to a third party, as if they were the

» controlling shareholders in the Company at the time of the signing of the Deed

.8.1.13

of Trust; (b) the exercise of a lien on the shares of the Company which results
in the controlling shareholder or the immediate family members thereof
ceasing to hold, directly or indirectly, more than 50% of the capital and voting
rights of the Company will be considered to be transfer of control; And (c) the
issue of shares and/or options to a third party which results in the controlling
shareholder or immediate family member thereof ceasing to hold, directly or
indirectly, more than 50% of the capital and voting rights of the Company will

be considered to be transfer of control.

For the purposes of this section, "immediate family members", are'a spouse.
purp > s

parent, grandparent, child, sibling and child or spouse of any of these.

If another series of Debentures issued by the Company, which is listed for
trading on the TASE, (hereinafter in this section: “the Other Series”) or other
material debt of the Company, the liability value of which is CAD$40 million
or the volume of which exceeds 10% of the total assets of the Company under
the last published consolidated financial statements of the Company (whether
audited or unaudited) (hereinafter: the "Financial Statements") (whichever is
lower) or the debt of an affiliated company in which the product of the holding
(in the final chain) in the affiliated company of the value of liability is equal to
or higher than CAD$ 40 million in accordance with the Financial Statements
(hereinafter; “the Other Debt”) and the said request for immediate repayment
is not withdrawn within 45 days of the date on which they were declared due
and payable. 1t should be noted that in connection with the Other Debt, where
the Company’s indebtedness arises from the provision of a guarantee to repay
that debt, the grounds specified in this section 8.1.13 shall exist provided the

following terms are met: (1) the Company’s guarantee to repay the debt is not

T TOOREE
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limited in amount or is limited to an amount higher than the amount of the
Other Debt (as defined above); and (2) the Company was required to repay at
least an amount that is higher or equal to the said Other Debt; if these terms
are met the aforesaid grounds will exist as of the date on which the Company
was required to repay the Other Debt (subject to the remedy period specified
above) and not from the date of declaring that debt due and payable, provided

these dates do not overlap.

If the Consolidated Equity of the Company (excluding minority interests)
drops below the Minimum Equity (as defined in section 6.11 (1) above), for

two consecutive quarters.

If the Equity to Assets ratio as specified in section 6.11 (2) drops below the
Maximum Equity to Assets (as defined in section 6.11 (2) above), for two

consecutive quarters.

If the Debt to Assets ratio (as specified in section 6.11 (3) above) exceeds the
Maximum Debt to Assets ratio (as defined in Section 6.11 (3) above), for two

consecutive quarters

If the Company distributed a dividend in violation of the dividend restriction

provisions, as specified in section 5.5 above;

If the rating of the Debentures (Series A) by the rating company is
downgraded to below BBB+. In the event that the rating company is replaced,
the Company shall submit to the Trustee a comparison between the ratings
scale of the replaced rating company and the ratings scale of the new rating

company,

For purposes of this section it should be emphasized that if the
Debentures (Series A) will be rated by more than one rating company, the
review of the rating with respect to the grounds for immediate repayment

shall be conducted, at any time, based on the lower rating.

If the Company sells to another / others all its assets or most of its assets
during two consecutive calendar quarters (including in a specific sale during
the said quarters), and the Debenture Holders (Series A) have not approved the
sale by a special majority. For purposes of this subsection — “sale to another”

— shall mean sale to any third party whatsoever (including the controlling
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shareholder of the Company and/or companies controlled by him), except for
sale to companies wholly owned by the Company; “Bulk of the Company’s
assets” — shall mean an asset or several assets the cumulative value of which
(as the case may be) in the last financial statements published before the
relevant event occurred exceeds 50% of the value of its assets in the

consolidated balance sheet, based on the said financial statements,

8.1.20 If the Company makes a change in its main business activity. In this regard,
the main business activity of the Company and companies under its control on
the date of the issue is (a) promotion, construction, development and sale of
real estate for sale in Canada; (b) acquisition of holdings and improvement of
real estate (including land), as well as the acquisition and operation of income-
producing properties in Canada, and (c) holding of geothermal installations in
real estate properties in Canada. The Company’s periodic and/or quarterly
reports, as applicable, in the Board of Directors Report, shall include a
certification that the main business activity of the Company has not changed.
In addition, the Company undertakes to notify the Trustee of a change in the
said business activity. The publication of an Immediate Report via Magna

shall not constitute notification of the Trustee,

8.1.21 If amerger was performed without the prior approval of the Debenture
Holders (Series A) by a special majority, unless the Company or the recipient
company (as applicable) warrants to the Debenture Holders (Series A),
including by means of the Trustee, at least 10 business days before the date of
the merger, that there is no reasonable concern that because of the merger the
recipient company will not be able to meet its obligations to the Debenture
Holders (Series A), Nothing in this section shall derogate from the other
grounds for immediate repayment that are granted to the Debenture Holders
pursuant to section 8.1 above and below, and 30 days prior to the date of the
planned merger, all the grounds enumerated in section 8.1 shall apply to the
recipient company as if it were the Company. With regard to sections the
provisions of which arise from the Company’s financial statements, the review
shall be conducted in relation to the financial statements of the recipient

company following the merger.
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It should be clarified that for the purpose of this subsection, the merger
proceeding will be a proceeding in accordance with Israeli law, or parallel
proceedings in accordance with foreign law, in all material aspects to the

Israeli proceeding,..

Iftrading in the Debentures (Series A) on the TASE was suspended by the
TASE, except for suspension on the grounds of ambiguity as stated in the
fourth part of the TASE Regulations, and 60 days have elapsed from the date

of suspension during which the suspension was not cancelled.
If the Company is liquidated or deleted for any reason whatsoever.

If the Company commits a breach of one of the terms of the Debentures
(Series A) and/or the Trust Deed, and if it turns out that a representation of the
Company’s representations in the Debentures and/or the Deed of Trust are
incorrect and/or incomplete, and the Trustee has instructed the Company in
writing to remedy the breach and the Company failed to remedy such breach

within 14 days of receipt of the notice.

If the Debentures (Series Aj cease to be rated for a period longer than 60 days
due to reasons and/or circumstances beyond the Company’s control (for
purposes of this section, inter alia, failure to make the payments that the
Company has undertaken to pay the rating company and failure to deliver the
reasonable repoits and information which are required by the rating company
as part of the contract between the Company and the rating company, shall be

deemed as reasons and circumstances under the Company’ s control).

If the Company expands the Debenture series (Series A) or issues additional

debenture series, in violation of the provisions of section 4 of the Trust Deed.

If the Company ceases to be a reporting corporation as the term is defined in

section 1 of the Securities Law.

If the Company does not publish a financial statement as is it required to

publish under any law, within 30 days of the final date for publication thereof,
Ifthe Debentures (Series A) are delisted from the TASE.

If the Company violates its undertakings not to create a general floating charge

over its assets, as specified in section 6.10 above
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8.1.31 If the Company breaches its obligations with respect to approval of special

transactions as specified in section 5.6 above

8.1.32 Ifthe Company breaches its undertaking to deposit funds in the Interest

Cushion Account within 14 business days of the relevant date.

8.1.33 If the Company breaches its undertakings to deposit an expenditures cushion,

within 14 days of the date of the issue, as specified in section 5.8 above.

8.1.34, Ifthe Subsidiaries breach the irrevocable notice of instructions to the
Subsidiaries as implied in section 6.3.1 above and/or if legal counsel breaches
the irrevocable notice of instructions to the Canadian Legal Counsel as
specified in section 6.3.2 above and/or if Mattamy will breach the irrevocable

notice of instructions to Mattamy as specified in section 6.3.3 above.

1.8.35. Ifone of the causes specified in sections 8.1.2 to 8.1.8 above or in section
8.1.21 above materializes with respect to the Downsview property company,

mutatis mutandis.

8.1.36. Ifthe Company fails to meet its undertaking to maintain a Ratio of Surplus to
Debt of 140% as specified in paragraph 6.12 above, for a period of two

consecutive quarters.

8.1.37 Ifthe Subsidiaries (as specified in section 6.1.6 above) will assume new .

bridging loans in contravention to the provisions of section 6.9.12 above

8.1.38 Ifthe Company (including through subsidiaries) infringes its undertaking set
forth in section 6.9.13 above in connection with the absence of offsetting

rights and cross liens on the Backup Projects.

8.1.39 If the Company breaches its undertaking in section 5.9 above not to operate

outside Canada.

8.1.40 Ifa"going concern” note is recorded in the financial statements of the

Company for a period of two consecutive quarters.

8.1.41 Upon the ocemrrence of another event that materially prejudices and/or could

materially prejudice the rights of the Debenture Holders.

For purposes of this section 8.1, “Material Asset of the Company” is an asset or

several cumulative assets of the Company or of companies controlled thereby, whose
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value, in accordance with the recent consolidated financial statements (reviewed or

audited), on the date of the Company’s event, exceeds 30% of the total assets in the

consolidated balance sheet of the Company in accordance with the said financial

statements.

The provisions of sections 8.2 below shall apply:

In the event of one of the instances set out in sections 8.1.1 to 8.1.41 (inclusive) above,

the following provisions shall apply, as applicable:

8.2.1

8.2.2

823

Upon the occurrence of any of the events set forth in sections 8.1.1 to 8.1.41
(inclusive), the Trustee shall be obligated to convene a general meeting of
Debenture Holders (Series A), the date of which shall be 21 days after the date
of invitation thereof (or a shorter date in accordance with the provisions of
section 8.2.5 below), and whose agenda will include a resolution regarding the
immediate repayment of the outstanding balance of the (Series A) Debentures,
due to the occurrence of any of the events specified in sections 8.1.1 to 8.1.41
(inclusive), above, as the case may be. The notice of the meeting shall state
that if the Company acts to cancel and/or discontinue the event specified in
section 8.1 above, in respect of which the meeting was convened, until the

date of the meeting, then the meeting of Debenture Holders shall be cancelled.

The holders’ resolution to declare the Debentures (Series A) due and payable
shall be adopted at a meeting attended by holders of at least fifty percent
(50%) of the nominal value of the outstanding Debentures (Series A), by a
majority of holders of the outstanding par value of the Debentures
participating in the vote or such majority at an adjourned meeting attended by

holders of at least twenty (20%) of the aforesaid outstanding nominal value.

If until the date of the meeting, any of the events stipulated in sections 8.1.1 to
8.1.41 (inclusive) above has not been cancelled or removed, and a resolution
in the meeting of the Debenture Holders (Series A) has been adopted in the
manner stipulated in section 8.2.3 above, the Trustee will be obligated, within
a reasonable time, to declare the outstanding balance of the Debentures (Series
A) due and payable, provided the Company has been given a 15-day written

notice of its intent to do so.
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A copy of the notice of the meeting as stated shall be sent by the Trustee to the
Company for the purpose of publication thereof and the notice shall constitute
a prior written warning to the Company of its intent to declare the said

Debentures due and payable.

The Trustee may, at its discretion, reduce the period 0f 21 days specified in
section 8.2.1 above and/or the said 15 days of notice (specified in section 8.2.3
above) and/or not give a notice at all, should the Trustee be of the apinion that
there is reasonable concern that any deferral of the date or delivery of the
notice, as the case may be, could undermine the possibility to declare the

Debentures due and payable or prejudice the rights of the Holders.

If any of the subsections of section 8.1 above stipulate a reasonable period in
which the Company may take action or make a decision that will remove the
grounds for immediate repayment, the Trustee or the holders may declare the
Debentures due and payable as stated in section 8, only if the period stipulated
as aforesaid has elapsed and the grounds have not been removed; however, the
Trustee may reduce the said period if it is of the opinion that it could

materially prejudice the rights of the Holders.

To remove any doubt, nothing in section 8.2 above shall derogate from the
powers of the Trustee to declare the Debentures (Series A) due and payable at

its discretion.

Notwithstanding the provisions of section 8.2 above, in the event that the
Company requests the Trustee in writing to appoint an urgent representation,

the provisions stipulated in the third Schedule to the Deed of Trust shall be

followed.

To remove any doubt it is clarified that the immediate repayment shall be
based on the nominal value of the outstanding Debentures (Series A),
including interest accrued on the principal amount, while the interest will be
calculated for the period beginning after the final day in respect of which
interest was paid and ending on the immediate repayment date (the calculation

of the interest for a portion of the year will be based on 365 days a year).

To remove any doubt, it is clarified that the right of immediate repayment as

aforesaid and/or declaring the Debentures due and payable shall not impair or
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prejudice any other or additional remedy available to the Debenture Holders
(Series A) or to the Trustee under the terms of the Debentures (Series A) and
the provisions of this Deed or pursuant to any law and the decision not to call
the Debentures due and payable upon the occurrence of any of the events
listed in section 8.1 above, shall not constitute a waiver of the rights of the

Debenture Holders or the Trustee,

9, Claims and proceedings by the Trustee

9.1

9.2

9.3

94

In addition to any provision herein and as an independent authority, the Trustee may, at
its discretion and without giving additional notice, adopt all such proceedings,
including legal proceedings and applications for orders, as it finds fit and subject to the
provisions of any law, to protect the rights of the Debenture Holders (Series A) and
enforce the Company’s duty to meet another obli gaﬁon under the Trust Deed. Nothing
in the foregoing shall prejudice énd/or derogate from the Trustee’s right to institute
legal and/or other proceedings, even if the Debentures (Series A) have not been
declared due and payable, all with a view to protecting the Debenture Holders (Series
A) and/or for purposes of issuing any order with regard to trusteeship matters and
subject to the provisions of any law. Notwithstanding the provisions of this section it is
clarified that the right to declare the Debentures due and payable will arise only in

accordance with the provisions of section 8 above and not by virtue of this section.

The Trustee will be required to act as stated in section 9.1 above, if required to do so by
an ordinary resolution passed at a General Meeting of Holders of Debentures (Series
A), unless it warrants that under the circumstances this is not justified and/or
reasonable and appeals to the appropriate court {o receive instructions on the matter at

the first reasonable date.

Subject to the provisions of the Trust Deed, the Trustee may but is not obligated, to
convene at any time a general meeting of the holders of Debentures (Series A) in order

to discuss and/or receive its instructions on any matter regarding the Trust Deed.

Any time the Trustee is obligated under the terms of the Deed of Trust to take any
action, including institute proceedings or file claims at the request of the Debenture
Holders (Series A) as stated in this section, the Trustee may, at its sole discretion,
withhold the execution of any action until such time as it receives instructions from the

general meeting of the Debenture Holders (Series A) and/or instructions from the court,
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at its discretion, on how to proceed provide such meeting is convened or the court is
petitioned at the earliest possible date. To remove any doubt it is clarified that the
Trustee may not delay any said actions or proceedings if the delay could prejudice the

rights of the Debenture Holders (Series A).

The Trustee may, before instituting any legal proceedings, convene a general meeting
of the Debenture Holders (Series A), in order for the holders to determine by ordinary
resolution which proceedings to take in order to exercise their rights under this Deed.
Likewise, the Trustee may reconvene general meetings of the Debenture Holders
(Series A) for the purpose of receiving orders with regard to conducting such

proceedings provided the meeting is convened at the earliest possible date pursuant (o
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the provisions of the second schedule to the Deed of Trust and the delay of proceedings

does not prejudice the rights of the Holders.

10. Receipts held in Trust

10.1

10.2

All receipts collected by the Trustee, except for its fees, expenses and repayment of any

debt to it, in any way whatsoever, including but not only in consequence of declaring
the Debentures due and payable, and/or as a result of proceedings instituted by it, if
any, against the Company, shall be held by the Trustee in trust and shall be used for

such purposes and according to the order of priorities as follows: First — for the

settlement of all expenses, payments, levies and obligations incurred by the Trustee,
imposed on it, or caused in the course or in consequence of acts to execute the trust or
otherwise, with respect to the terms of the Trust Deed, including its fee (provided the
Trustee does not receive its fee from the Company or from the Debenture Holders).
Second — for the payment of any other amount pursuant to the “undertaking to

indemnify” (as this term is defined in section 26.1.6 below); Third — for the payment

to the holders of Series A Debenture Holders that incurred payments pursuant to

section 26.3.2 below;

The balance will be used, unless decided otherwise in a special resolution of a meeting
of Debenture Holders (Series A), and subject to the provisions of the Articles of
Association of the TASE, as they shall be at that time, for purposes in accordance with
the following priorities: (a) First - to pay the Debenture Holders the arrears interest in
respect of the delays in payment of interest and/or principal due to them under the

terms of the Debentures, and subject to the linkage terms of the Debentures, pari passu
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and proportionate to the amount of interest and/or principal in arrears due to each of
them, without preference or priority with respect to any of them; (b) Second - to pay to
the Debenture Holders the amount of the principal and interest in arrears due to them
under the terms of the Debentures pari passue and subject to the linkage terms of the
Debentures, the payment date of which is not yet due, and proportionate to the amounts
due to them, without preference or priority with respect to any of them; (c) Third — the

Surplus, if any, shall be paid by the Trustee to the Company or its successors.

10.3 Withholding tax will be deducted from the payments to the Debenture Holders (Series

A), if there is a requirement to deduct withholding tax under any law.

10.4 The Debenture Holders (Series A) may change the above priorities by a special
resolution duly adopted at a meeting of holders, and this in relation to alternatives (a) to
(d) above only. The above is subject to obtaining the appropriate approval from the tax
authority.

10.5 Tt should be clarified that if the Company is required to incur any of the expenses but
failed to do so, the Trustee shall act to collect said amounts from the Company and if it
succeeds in obtaining them they will be held by it in trust and will be used for the

purposes and according to the order of priorities specified in this section.

Power to demand payment to the holders through the Trustee

The Trustee may instruct the Company in writing to transfer o the Trustee’s account (for the
Debenture Holders) some of the payment (interest and/or principal) which the Company is
required to pay the Holders, so that the amount intended for settlement as aforesaid will be
transferred to the Trustee’s account (for the Debenture Holders) no later than one business day
prior to the date of repayment to the Debenture Holders for the purpose of financing the
proceedings and/or expenses and/or the Trustee’s fees pursuant to this Deed. The Company may
not refuse to act in accordance with said notice and it shall be deemed to have fulfilled its
obligations to the Holders if it proves that it has transferred the fult amount to the credit of the
Trustee’s account. Nothing in the foregoing shall relieve the Company of its obligation to incur
the expenses and fees as aforesaid where it is required to incur them under this Deed or pursuant
to any law. In addition, nothing in the foregoing shall derogate from the Trustee’s duty to act
rea.sonably to obtain the amounts due to the Holders from the Company, which was used fo

finance the proceedings and/or expenses and/or the Trustee’s fees under the Trust Deed.

Power to withhold distribution of funds
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Notwithstanding the provisions of section 10 above, in the event that the monetary sum obtained
in consequence of the institution of proceedings as aforesaid, which at any time is available for
distribution, as set out in section 10 above, is less than NIS 1 million, the Trustee shall not be
obligated to distribute same, and it may invest such sum, in whole or in part, in such investments
as are permitted under the Deed of Trust and substitute such investments from time to time by

other permitted investments under this Deed, as it deems fit,

Where such investments, including aceruals thereon, together with other funds received by the
Trustee, total such amount as is sufficient to pay the aforementioned amount, the Trustee shall
pay same to the Holders in accordance with the order of priorities set out in section 10 above, In
the event that by the earlier of: the date of payment of the interest and/or principal or a
reasonable period of time after receipt of the monetary amount, the Trustee does not have a
sufficient sum to pay at least NIS | million, the Trustee may distribute the funds held by it to the
Debenture Holders.

Notwithstanding the foregoing in this section 12 above, the Debenture Holders (Series A),
according to the resolution adopted by them, may instruct the Trustee to pay them the

distributable funds obtained by the Trustee as set forth in section 10 above, even if the sum total

is less than NIS 1 million subject to the provisions of the TASE Regulations as shall be in effect
at the time. Notwithstanding the foregoing, the Trustee’s fees and the Trustee’s expenses will
paid from the said funds when they become due (with respect to the expenses already paid to the
Trustee, the Trustee will be reimbursed for said expenses immediately when the funds are
obtained by the Trustee) even if the amounts obtained by the Trustee are less than the said NIS 1

million.

Notice of distribution

The Trustee shall give notice to the Debentures Holders (Series A) of the date and the place of
effecting any payment of the installments set out in sections 10 and 12 above, in a prior 14 days’
notice to be delivered to them in the manner designated in section 28 below. After the date
designated in the notice, the Debenture Holders (Series A) shall be entitled to interest thereon at
the rate designated in the Debentures, only in respect of the outstanding balance of the principal

(if any), after deduction of the amount paid, or offered to be paid to them as aforesaid.

Failure to pay for reasons out of the Company’s control

14.1 Any amount due to the Debenture Holders (Series A) which was not paid on the date

prescribed for its payment, for a reason that is out of the Company’s control, while the
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Company was willing and able to pay said amount, shall cease to bear interest from the
date designated for its payment and the Debenture Holder (Series A) will only be
entitled to the amount he was entitled to on the date prescribed for repayment thereof

on account of the principal or the interest.

The Company shall deposit with the Trustee, within 14 days of the date designated for
payment, the sum of the installment not paid in a timely fashion, as set out in section
14.1 above, and shall give notice in writing according to the addresses available to it, if
any, to the Debenture Holders (Series A), of such deposit, and such deposit shall be
deemed as settlement of such installment, and, in the event of settlement of everything
owing for the Debenture, also as redemption of the Debentures (Series A) by the
Company.

Any amount held by the Trustee in trust for the holders shall be deposited by the
Trustee in a bank and held by it, in its name or on its behalf, at its reasonable discretion,
in permitted investments as set forth in section 17 below. If the Trustee did same it will
owe the holders, in respect of said amounts, only the proceeds from the disposal of the
investments Jess the expenses related to said investments, including for the
management of the trust account and less its fees and mandatory payments, and it shall
pay same to the holders against such certifications as shall be required by it to its
satisfaction. Once the Trustee receives notice from the holder that such impediment has
been lifted, the Trustee shall transfer to the holder all the funds accumulated in the
deposit as a result of the disposal of the investment, net of all the reasonable expenses
and the trust fund management fees and net of any applicable tax under the law.
Payment shall be effected against presentation of certifications, which are acceptable

by the Trustee, regarding the holder’s right to receipt thereof.

The Trustee shall hold such funds and shall invest them according to the provisions of
section 17 below, up to the end of one year from the final settlement date of the
Debentures (Series A). After such date, the Trustee shall return such amounts to the
Company, including profits arising from their investment, less its reasonable expenses
and Jess its fees and other expenses which were expended in accordance with the
provisions of this Deed (such as payment to service providers, etc.), and the Company
shall hold such amounts in trust for the Debenture Holders (Series A) that are entitled
to such sum for a period of up to seven (7) years from the date of final repayment of the

Debentures (Series A), and with respect to the sums transferred to it by the Trustee, as
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aforesaid, the provisions of subsection 14.3 above shall apply to it, mutatis mutandis.
Funds that are not claimed from the Company by the Debenture Holders (Series A) at
the end of seven years (7) from the date of final repayment of Debentures (Series A),
shall be transferred to the Company’s possession, and it may use the remaining funds
for any purpose whatsoever. As soon as the amounts as returned to the Company the
Trustee will not owe the Debenture Holders (Series A) any payment in respect of the

said amounts held thereby.

14.5 The Company shall confirm to the Trustee, in writing, the return of the amounts as
stated in section 14.4 above and the receipt thereof on behalf of the Debenture Holders
(Series A), and shall indemnify the Trustee for any claim and/or expense and/or
damage of any type whatsoever incurred by it, in consequence of, and due to, the
transfer of the funds as aforesaid, unless the Trustee has acted negligently (except for
negligence which is exempt by law as shall be in effect from time to time), in bad faith

or maliciously.

Receipt from the Debenture Holders and from the Trustee

15,1 A receipt from a Debenture Holder (Series A) or written confirmation by the TASE
member of the transfer or a transfer through the TASE Clearing House for any payment
on account of the principal and the interest paid to him by the Trustee, in connection
with the Debenture, shall serve as absolute exemption of the Trustee in connection with

the performance of the payment of the sums designated in the receipt.

152 Areceipt from the Trustee as to the deposit of the amounts of the principal and the
interest with it, for the benefit of the Debenture holders (Series A), shall be deemed as a
receipt from the Debenture Holder (series A) for purposes of the provisions of section
15.1 above, with respect to the exemnption of the Company in connection with the

performance of the payment of the sums designated in the receipt.

153  Funds distributed as stated in sections 10 and 12 above, shall be deemed as payment on

account of the repayment of the Debentures (Series A).

Presentation of a Debenture to the Trustee; Registration with respect to partial payment

16.1 The Trustee may demand of a Debenture Holder (Series A) to present, to the Trustee,
upon the payment of any interest or partial payment of principal and interest, the
Debenture certificates in respect of which the payments are made. The Holder of the

Debenture (Series A) will be required to present said debenture certificate provided this
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will not obligate the Debenture Holders (Series A) to incur any payment and/or
expenses and/or impose any responsibility and/or liability on the Debenture Holders
(Series A).

16.2  The Trustee may register, in the debenture certificate, a note with respect to the sums

paid as aforesaid and as to the date of payment thereof.

163 The Trustee may, in any special case, at its reasonable discretion, waive the
presentation of a debenture certificate, after an indemnity undertaking and/or sufficient
security, 1o its satisfaction, has been giveit to it by the Debenture Holder (Series A), for

damages liable to be caused due to failure to register such note, all as it deems fit.

16.4  Notwithstanding the foregoing, the Trustee may, at its reasonable discretion, keep

records in any other manner, with respect to such partial payments.

Investment of Funds

All funds which the Trustee may invest under this Trust Deed, shall be invested by it, in
accounts of one of the four leading banks in Israel, provided the bank’s rating does not drop
below AA-, in its name or to its order, in such investments as the laws of the State of Israel
permit to invest trust funds therein, as it deems fit, all subject to the terms of this Trust Deed,
provided it invests the funds in bank deposits, treasury bills issued by the Bank of Tsrael and/or
government bonds issued solely by the Bank of Israel or the US Government and/or similar

securities issued by the US Government.

If the Trustee did same it will owe the holders, in respect of said amounts, only the proceeds
from the disposal of the i