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NOTICE OF APPLICATION

TO THE RESPONDENT(S): ‘

' A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicants. The claim
made by the Applicants appears on the following page.

THIS APPLICATION will come on for a hearing before a Judge presiding over the
Commercial List on Wednesday, May 18, 2016 at 10:00 a.m., at 330 University Avenue, g
Floor, Toronto, Ontario.

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step in the
Application or to be served with any documents in the Application you or an Ontario lawyer
acting for you must forthwith prepare a notice of appearance in Form 38A prescribed by the
Rules of Civil Procedure, serve it on the Applicants’ lawyer or, where the Applicants do not have
a lawyer, serve it on the Applicants, with proof of service, in this court office, and you or your
lawyer must appear at the hearing.

[F YOU WISH TO PRESENT AFFIDAVIT OR OTHER DOCUMENTARY
EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-EXAMINE WITNESSES ON
THE APPLICATION, you or your lawyer must, in addition to serving your notice'of appearance,
serve a copy of the evidence on the Applicants’ lawyer or, where the Applicants do not have a
lawyer, serve it on the Applicants, and file it, with proof of service, in the court office where the
Application is to be heard as soon as possible, but at least two days before the hearing.
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IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN
YOUR ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH TO
OPPOSE THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL AID
MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.

Date: May 12, 2016 Issued by: <%

e

Local Registrar

Address of 330 University Avenue, :}M" «P /m\wlf

Court Office:  Toronto, Ontario
M5G 1E6

TO: THE ATTACHED SERVICE LIST

-
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APPLICATION

THE APPLICANTS, Urbancorp Toronto Management Inc. (“UTMI”), Urbancorp
Downsview Park Development Inc. (‘UC Downsview”), Urbancorp (St. Clair Village)
Inc. (“UC St. Clair”), Urbancorp (Patricia) Inc. (“UC Patricia”), Urbancorp (Mallow)
In¢. (“UC Mallow”), Urbancorp (Lawrence) Inc. (“‘UC Lawrence” and collectively with
UTMI, UC Downsview, UC St. Clair, UC Patricia and UC Mallow, the “UC NOI
Entities” and excluding UTMI, the “Backup Subsidiaries”), Urbancorp (952 Queen
West) Inc., King Residential Inc., Urbancorp New Kings Inc., Urbancorp 60 St. Clair
Inc., High Res. Inc. and Bridge on King Inc. (collectively with the UC NOI Entities, the
“Applicants™) make this Application on their own behalf and on behalf of the affiliated
entities listed in Schedule “A” hereto (collectively with the Applicants, the “Urbancorp
CCAA Entities”) for an Initial Order and the Orders, substantially in the form attached at

Tabs 3 and 5, respectively, of the Application Record, among other things:

(i) abridging the time for service of the Notice of Application and the
Application Record, and declaring that this application is properly

returnable on May 18, 2016, and dispensing with further service thereof;

(i)  continuing the UC NOI Entities’ proposal proceedings (the “Proposal
Proceedings”) commenced under Part Il of the Bankruptcy and
Insolvency Act, R.S.C., 1985, ¢. B-3, as amended (the “BIA”), under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as
amended (the “CCAA”), and declaring that the BIA proposal provisions
shall have no further application to the UC NOI Entities;

(iii)  declaring that each of the Applicants is a party to which the CCAA applies
and granting an Initial Order under the CCAA, in respect of the Urbancorp
.CCAA Entities;

(iv)  appointing KSV Kofman Inc. (“KSV” or the “Monitor”) as Monitor and

officer of this Court to monitor and manage the assets, businesses, and



(vi)

(vii)

(viii)

(ix)

4.

affairs of each of the Urbancorp CCAA Entities with “enhanced” powers

as set out in the Initial Order;

staying all proceedings and remedies taken or that might be taken in
respect of the Urbancorp CCAA Entities or any of their property, except

as otherwise set forth in the Initial Order or otherwise permitted by law;

staying all proceedings taken or that might be taken in respect of any of
the current, former or future directors or officers of the Urbancorp CCAA

Entities;

authorizing the Urbancorp CCAA Entities to file with this Court a plan of

compromise and arrangement;

approving the terms of the Interim Facility Term Sheet (as defined in the
Initial Order) entered into between Urbancorp Partner (King South) Inc.
(the “UC King South”), as lender, and the Urbancorp CCAA Entities,

each as a borrower and a guarantor;

granting the following priority charges over all of the Property (as defined
in the Initial Order) of each of the Urbancorp CCAA Entitities, each
ranking subordinate to existing security interests and liens over the
Property as of the date of this Initial Order, save and except for any

security interests in favour of the Israeli Trustee (as defined herein):

a. an administration charge in favour of the Monitor, counsel to the
Monitor and counsel to the CCAA Urbancorp Entities, such charge
to be in a maximum amount of $750,000.00, subject to further
Order of this Court;

b. a charge in favour of UC King South as Interim Lender and any
Intercompany Lender in respect of the Interim Facility Term Sheet
to the maximum amount of $1,900,000.00 (the “Interim Lender’s

Charge™);



(b)
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c. a charge in favour of any Intercompany Lender (as defined in the
Initial Order) in connection with an intercompany loan to the
maximum amount of $1,000,000.00, such charge shall rank pari

_passu with the Interim ‘Lender’s Charge; and

d. a charge in favour of the Director and Officer of the CCAA

Urbancorp Entities, to a maximum amount of $300,000.00;

x) approving the implementation of a Protocol (as defined herein) between

the Monitor and the Israeli Parentco Officer (as defined herein); and

such further and other relief as counsel may advise and this Honourable Court

may permit.

THE GROUNDS FOR THE APPLICATION ARE:

Overview

(a)

(b)

(©)

the Urbancorp Group (as defined herein) was founded in 1991 and, through the
use of single purpose project specific corporations, including the Applicants,
engages in the development, construction and sale of residential properties in the

Greater Toronto area;

the Urbancorp Group is essentially organised into two (2) branches — the
corporations which are owned directly or indirectly by Alan Saskin or members of
the Saskin family (the “Non UC Inc. Entities”), which includes UTML, and the
entities that, as of December 2015, became subsidiaries of Urbancorp Inc. (“UC

Inc.” and collectively with the Non UC Inc. Entities, the “Urbancorp Group”);

certain of UC Inc.’s subsidiaries own or hold interests in income producing
geothermal HVAC system installations, which provide and generate heating and
cooling to the condominium buildings, under lease arrangements with the

condominium corporations;
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(e)
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(h)

(@)
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in the final quarter of 2015, UC Inc. offered to the public debentures (series A)
with par value NIS 1 each (the “Debentures™) under the terms and conditions set
forth in a Deed of Trust dated December 7, 2015 (the “Israeli Deed of Trust”)
entered into between UC Inc. and Reznik Paz Nevo Trusts Ltd., in its capacity as

the indenture trustee (the “Israeli Trustee”);

as a result of the initial public offering, UC Inc. issued NIS 180,583,000 (approx.
$62 million) par value of Debentures, which traded on Tel Aviv Stock Exchange
(the “TASE”);

a majority of the proceeds from the Debenture were used to repay existing
secured loan obligations owing by the Backup Subsidiaries, all in accordance with
the terms of certain loan agreements that were entered into between UC Inc. and
each of the Backup Subsidiaries, which terms coincided with the Israeli Deed of

Trust;

the primary financial challenge facing the Urbancorp CCAA Entities at this time,
and the Backup Subsidiaries in particular, is their inability to raise the necessary
financing to advance their major projects beyond their current stages of

development;

the Urbancorp Group’s various projects, and the assets comprised in them, hold
significant net asset value, which are believed to be materially in excess of the
aggregate of the Urbancorp CCAA Entities’ liabilities and obligations to
creditors, so long as these assets are properly restructured or sold in an orderly

manner;,

recently, Tarion Warranty Corporation (“Tarion”), which provides warranties on
new residential builds in Ontario for registered builders, issued a notice of
proposal to revoke 17 of the Urbancorp Group’s registrations, including the
registrations of the Backup Subsidiaries, as a result of concerns about, among

other things, the Urbancorp Group’s financial position;
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(k)

(1)

(m)

(n)

(0)

p)
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recently, the Israeli Trustee has alleged that UC Inc. has defaulted under the terms
of the Israeli Deed of Trust and, on or about April 24, 2016, the Israeli Trustee
initiated court proceedings as against UC Inc. in the Israeli District Court in Tel

Aviv-Yafo (the “Israeli Court”);

on April 25, 2016, the Israeli Court issued an order for, among other things, the
temporary appointment of a functionary of UC Inc. (the “Israeli Parentco
Officer”);

on April 21, 2016, the trading of the Debentures was suspended on the TASE by

the Israeli security regulators;

as a result of the liquidity crisis and other developments, on April 21, 2016, in an
effort to stabilize the environment surrounding the Urbancorp CCAA Entities and
their secured and unsecured creditors, each of the UC NOI Entities commenced

the Proposal Proceedings;

KSV and the Israeli Parentco Officer are in the process of negotiating and, subject
to Court approval will enter into a form of court officer protocol (the “Protocol”)
in order to facility cooperation and communication between the Israeli Parentco
Officer and the Monitor during these CCAA proceedings, as described in more
detail in the First Report (as defined below);

the various projects currently underway by the Urbancorp Group require tens of
millions of dollars to develop and/or complete. The Urbancorp Group does not

currently have sufficient liquidity to advance the projects;

the lack of liquidity has resulted in the Applicants being cash flow insolvent and

unable to meet their liabilities generally as they become due;

the events and the publicity and press surrounding them "have materially
threatened the ability of the non-Applicant Urbancorp entities listed in Schedule

A hereto to carry on business in the ordinary course, and as such it is just and



(r)

(s)

®

(w)

™)

(w)
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equitable and in the best interests of each of those entities’ creditors and other

stakeholders that they be afforded protection under the CCAA; '

KSV has agreed to be appointed as the Monitor of the Urbancorp CCAA Entities,
pending approval of this Honourable Court;

given the complexity of the Urbancorp Group’s business and operations, a broad
court supervised restructuring of the Urbancorp CCCA Entities as a whole is
required in order to preserve the most value for stakeholders, which would be best
effected under a CCAA proceeding, particularly with respect to the additional
powers to be given to the Monitor in order to build stakeholder confidence in the

process under the proposed form of Initial Order;

the conversion from the Proposal Proceedings into one CCAA proceeding will
provide administrative efficiencies and additional time, and allow the Urbancorp

CCAA Entities to streamline their restructuring efforts;

as part of the CCAA proceeding, KSV intends to commence a process to secure
third party debtor-in-possession financing in near term, as a longer term solution
to the Urbancorp Group’s liquidity issues in order to finance the CCAA

restructuring process;
the Applicants are companiés to which the CCAA applies;

such further and other grounds as set out in the Affidavit of Alan Saskin, sworn
May 12, 2016 (the “Saskin Affidavit”);

Other Grounds

)

§%]

section 11.6 of the CCAA,;

the provisions of the CCAA and the inherent and equitable jurisdiction of this

Honourable Court;
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Rules 1.04, 2.01, 2.03, 14.05(2), 14.05(2), 16 and 38 of the Rules of Civil
Procedure, RR.O. 1990, Reg. 1‘94;

Section 106 of the Courts of Justice Act, R.S.0. 1990, ¢. C.43, as amended; and

such further and other grounds as counsel may advise and this Honourable Court

may deem just,

3. THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE
HEARING OF THE APPLICATION:

(a) the Saskin Affidavit, together with the exhibits thereto;
b) the Consent of KSV to act as Monitor dated May 13, 2016;
(©) First Report of KSV Kofman Inc., in its capacity as the proposed Monitor, dated
May 13, 2016 (the “First Report™); and
()] such further and other evidence as counsel may advise and this Honourable Court
may permit.
DATED: May 12, 2016 BORDEN LADNER GERVAIS LLP

Barristers & Solicitors
40 King Street West
Toronto, Ontario MS5H 3Y4

EpMOND F.B. LAMEK — LSUC No. 33338U
Tel: 416-367-6311

Fax: 416-361-2436

Email: elamek@blg.com

KYLE B. PLUNKETT — LSUC No. 61044N
Tel: 416-367-6314

Fax: 416-361-2557

Email; kplunketigobly.com

Lawyers for the Applicants
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SCHEDULE “A”

List of Non-Applicant Affiliated Companies

Urbancorp Power Holdings Inc.
Vestaco Homes Inc.

Vestaco Investments Inc.

228 Queen’s Quay West Limited
Urbancorp Cumberland 1 LP
Urbancorp Cllﬁberland 1 GP Inc.
Urbancorp Partner (King South) Inc.
Urbancorp (North Side) Inc.
Urbancorp Residential Inc.

Urbancorp Realtyco Inc.
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AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF URBANCORP  TORONTO
MANAGEMENT INC., URBANCORP (ST. CLAIR
VILLAGE) INC., URBANCORP (PATRICIA) INC,
URBANCORP  (MALLOW) INC., URBANCORP
(LAWRENCE) INC., URBANCORP DOWNSVIEW PARK
DEVELOPMENT INC., URBANCORP (952 QUEEN WEST)
INC., KING RESIDENTIAL INC., URBANCORP NEW
KINGS INC., URBANCORP 60 ST. CLAIR INC., HIGH RES.
INC., BRIDGE ON KING INC. (THE “APPLICANTS”) AND
THE AFFILLIATED ENTITIES LISTED IN SCHEDULE
“A” HERETO

AFFIDAVIT OF ALAN SASKIN
(Sworn May 13, 2016)

I, ALAN SASKIN, of the City of Toronto, in the Province of Ontario, MAKE OATH
AND SAY:

1. I am the sole officer, director and shareholder of the Applicant, Urbancorp Toronto
Management Inc. (“UTMI”), and the sole officer and director of the Applicants, Urbancorp
Downsview Park Development Inc. (“UC Downsview”), Urbancorp (St. Clair Village) Inc.
(“UC St. Clair”), Urbancorp (Patricia) Inc. (“UC Patricia”), Urbancorp (Mallow) Inc. (“UC
Mallow”), Urbancorp (Lawrence) Inc. (“UC Lawrence” and together with UC Downsview, UC
St. Clair, UC Patricia and UC Mallow, the “Backup Subsidiaries” and together with UTMI, the
“UC NOI Entities™).
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2. I am also sole officer and director of the Applicants, Urbancorp (952 Queen West) Inc.,
King Residential Inc., Urbancorp New Kings Inc. (“UC New Kings”), Urbancorp 60 St. Clair
Inc., High Res. Inc., and Bridge on King Inc. (collectively, with the UC NOI Entities, the
“Applicants™), and as such I have personal knowledge of the matters to which I dispose. Where
the source of my information or belief is other than my own personal knowledge, I have

identified the source of that information and I verily believe the information to be true.

3. I am also the sole officer and director of the following non-applicant affiliated entities:
(i) Urbancorp Power Holdings Inc. (“UC Power Holdings™), (ii) Urbancorp Cumberland 1 GP
Inc., which is the general partner of Urbancorp Cumberland 1 LP (“Cumberland 1 LP”),
(iii) Vestaco Homes Inc. (“Vestaco Homes”), (iv) Vestaco Investments Inc. (“Vestaco
Investments”), (v) 228 Queen’s Quay West Limited (“Queens Quay”), (vi) Urbancorp Partner
(King South) Inc. (“UC King South”), (vii) Urbancorp Realtyco Inc. (“UC Realty”),
(viii) Urbancorp Residential Inc. (“UC Residential”) and (ix) Urbancorp (North Side) Inc. (“UC
North Side”) (collectively, and including Cumberland 1 LP, the “Non-Applicant UC Entities”,
and together with the Applicants, the “Urbancorp CCCA Entities”)

4. Each of the Urbancorp CCAA Entities (other than UTMI) is a direct or indirect |
subsidiary of Urbancorp Inc. (“UC Inc.”), which itself is not an Applicant herein. UC Inc. is
also the 100% shareholder of Urbancorp Cumberland 2 GP Inc., which in turn is the general
partner of Urbancorp Cumberland 2 LP (“Cumberland 2 LP”). Cumberland 2 LP is the sole
shareholder and beneficial owner of the assets of Westside Gallery Lofts Inc. (“Westside
Gallery”) and Bosvest Inc. (“Bosvest”), and an indirect shareholder of each of Edge Residential
Inc. (“Edge Residential”) and Edge on Triangle Park Inc. (“Edge on Triangle Park” and
collectively with Cumberland 2 LP, Westside Gallery, Edge Residential and Bosvest, the
“Cumberland 2 Entities”). Each of Bosvest, Edge Residential and Edge on Triangle Park have
filed Notices of Intention to Make a Proposal (“NOT”) under the Bankruptcy and Insolvency Act,
RSC 1985, ¢ B-3, as amended (the “BIA”), with The Fuller Landau Group Inc. as proposal
trustee. It is anticipated that the balance of the Cumberland 2 Entities will file NOIs in the near
term. The Cumberland 2 Entities are not part of these proceedings. (The Applicants (other than
UTMI) together with the Cumberland 2 Entities are hereinafter referred to as the “UC Inc.

Subsidiaries”). There is one other completely inactive subsidiary of UC Inc., Shard Investment
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Inc., which has no assets or liabilities as the project that it was established to hold never

commenced. As such, this company has not been included in these proceedings.

5. All references to currency in this Affidavit are references to Canadian Dollars, unless

otherwise indicated.

I RELIEF SOUGHT

6. I am swearing this Affidavit in support of an application by the Applicants for, among
other things, an Order or Orders (i) taking up and continuing the BIA proposal proceedings of
the UC NOI Entities under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as
amended (the “CCAA”™), (ii) granting an Initial Order (the “Initial Order”) under the CCAA in
respect of the Urbancorp CCAA Entities, (iii) appointing KSV Kofman Inc. (“KSV”) as monitor
under the CCAA proceedings with “enhanced” powers as set out in the Initial Order (the
“Monitor”), (iv) approving an intercompany interim credit facility in the amount of $1.9 million
(pending a third party credit facility), and authorising the Monitor to effect intercompany
advances from available funds among the Urbancorp CCAA Entities; (v) approving a Protocol
between the Monitor and the Israeli Parentco Officer (as hereinafter defined) including advances
to UC Inc. contemplated thereunder; and (vi) granting an Administrative Charge, Directors’
Charge and Intercompany Interim Lending Charge, each ranking subordinate to existing security
interests and liens over the Property (as defined in the Initial Order) of the Urbancorp CCAA
Entities, save and except for any existing security interests in favour of the Israeli Trustee (as

defined in paragraph 18 below).
My role in these CCAA proceedings

7. Having consulted with a number of stakeholders of UC Inc. and the UC Inc. Subsidiaries,
and with KSV, in its capacity as Proposal Trustee under the UC NOI Entities” BIA proposal
proceedings, 1 believe that a single consolidated CCAA proceeding in respect of all the
Urbancorp CCAA Entities, overseen and substantially conducted by KSV as court officer and
Monitor, will allow the Urbancorp CCAA Entities the greatest opportunity to explore the
available restructuring and value maximizing alternatives, including obtaining additional third

party court-approved interim financing, implementing a court-supervised sale and investment
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solicitation process (“SISP”), and continuing on-going negotiations with third-parties and other
stakeholders in order to maximize value for all stakeholders, including the holders of the UC Inc.

Israeli Debentures, as described in greater detail below.

8. Because 1 am currently the only officer and director of each of the Urbancorp CCAA
Entities, I am of the view that KSV should be appointed as Monitor of the Urbancorp CCAA
Entities under the Initial Order with enhanced powers that would enable and authorize the
Monitor to make all material decisions in respect of the operation of the business and the conduct
of the SISP and other negotiations, in consultation with stakeholders, in place of the board of
directors (and management) of the Urbancorp CCAA Entities. In a further effort to build
stakeholder confidence in this restructuring process, I have agreed to limit my role in these
restructuring proceedings in deference to the Monitor’s proposed enhanced role. I will remain
available to the Monitor throughout these proceedings as a consultant and an information
resource, but I will have no decision making power with respect to the business of the Urbancorp
CCAA Entities or the conduct of any SISP, or the transactions or plans ultimately brought by the
Monitor before the Court for approval.

9. In addition, I am advised by KSV, that in anticipation of these proceedings, KSV is in the
process of negotiating and, subject to Court approval will enter into a form of court officer
protocol (the “Protocol”) with the Isracli Parentco Officer (as defined below) in order to
facilitate cooperation and communication between the Israeli Parentco Officer and the Monitor
during these CCAA proceedings, which Protocol, if reached, will be described in greater detail in

the First Report of KSV filed in connection with this Application.

II. INTRODUCTION

10. The Urbancorp Group was founded in 1991. As is typical in the real estate development
industry, the Urbancorp Group generally uses single purpose project specific corporations to
engage in the development, construction and sale of residential properties in the greater Toronto
area (the “GTA”). Since 2015, the Urbancorp Group has essentially been organised into two (2)
branches — the corporations which are owned directly or indirectly by me or members of the

Saskin family (the “Non UC Inc. Entities”), which includes UTMI, and the entities that, as of
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December 2015, became UC Inc. Subsidiaries (collectively, the “Urbancorp Group”). A copy

of the UC Inc. organizational chart is attached hereto and marked as Exhibit “A”.

11. Four of the UC Inc. Subsidiaries, namely Vestaco Homes, Vestaco Investments, Queens
Quay and UC New Kings, own or hold interests in income producing geothermal HVAC system
installations (colléctively, the “Geothermal Units”), which provide and generate heating and
cooling to condominium buildings, under lease arrangements with the condominium
corporations (the “Geothermal Leases”). Geothermal systems use 65% less fossil fuels to heat
and cool a building. Urbancorp Renewal Power Inc. (“UCRPI”), a Non UC Inc. Entity,

manages the Geothermal Lease arrangements.

12. I have been integrally involved in the acquisition and development of each of the projects
owned by the UC Inc. Subsidiaries, and involved in the financing arrangements and joint venture
arrangements for each. Based upon my knowledge of each of these projects, and the assets
comprised in them, the UC Inc. Subsidiaries hold significant net asset value, which I verily
believe to be materially in excess of the aggregate of the UC Inc. Subsidiaries’ liabilities and
obligations to creditors, so long as the assets of those corporations are properly restructured or

sold in an orderly manner and not dissipated in a piecemeal and irresponsible manner.

13. The Urbancorp Group has re-developed over 100 acres of former industrial lands, turning
them into thriving downtown neighbourhoods, home to thousands of families. The Urbancorp
Group has also built more homes with geothermal energy (over 2,000 homes) than any other

Toronto area builder.

14.  The Urbancorp Group is the first developer in the King West village area of Toronto and
created the neighbourhood named “King West Village”. In the West Queen West Triangle area
of Toronto, across from the landmark Drake hotel, the Urbancorp Group developed most of the
homes, over 1,600 in that neighbourhood alone. In partnership with Artscape, a non-profit
provider of affordable artist housing, the Urbancorp Group developed 72 units of affordable
artist housing in West Queen West. The Urbancorp Group has donated land and paid for public

parks all over the city of Toronto, including four public parks in the King and Queen West areas.
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15.  The primary financial challenge facing the Urbancorp CCAA Entities at this time, and the
Backup Subsidiaries in particular, is their inability to raise the necessary financing to advance
their major projects beyond their current stages of development. This is due to a number of
events, including the recent steps by Tarion Warranty Corporation (“Tarion”) to revoke certain
Tarion registration certificates, and events relating to UC Inc. and the Israeli Debentures
described in more detail below. As a result of this lack of liquidity, I verily believe that the
Applicants are cash flow insolvent and cannot meet their liabilities generally as they become
due. These events and the publicity and press surrounding them have materially threatened the
ability of the Non Applicant UC Entities to carry on business in the ordinary course, and as such
it is just and equitable and in the best interests of each of those entities’ creditors and other

stakeholders that they be afforded protection under the CCAA.

16.  As a result of the liquidity crisis and other developments described below, on April 21,
2016, in an effort to stabilize the environment surrounding the UC Inc. Subsidiaries and their
secured and unsecured creditors, each of the UC NOI Entities filed a Notice of Intention to Make
a Proposal pursuant to section 50.4(1) of the BIA, naming KSV as the proposal trustee
(collectively, the “Proposal Proceedings™). No proposals have been filed in respect of the UC
NOI Entities in the Proposal Proceedings.

17.  After a comprehensive review of the current operations of the UC Inc. Subsidiaries and
of the Urbancorp Group as whole, with KSV as proposal trustee, I am of the view that a broad
court supervised restructuring of the Urbancorp CCCA Entities as a whole is required in order to
preserve the most value for stakeholders. I believe that a CCAA proceeding is the appropriate
forum for effecting such a full scale restructuring, particularly with respect to the additional
powers to be given to the Monitor in order to build stakeholder confidence in the process, should

this Honourable Court deem advisable.

III. ISRAELI DEBENTURES

18. On or about November 30, 2015, UC Inc. published a supplementary prospectus, as
amended on December 7, 2015, and a supplementary notice on December 8, 2015 (collectively,
the “Prospectus”), within which UC Inc. offered to the Israeli public debentures (series A) with

par value NIS 1 each (the “Debentures”) under the terms and conditions set forth in a Deed of



-7-

Trust dated December 7, 2015 (the “Israeli Deed of Trust”) entered into between UC Inc. and
Reznik Paz Nevo Trusts Ltd., in its capacity as the indenture trustee (the “Israeli Trustee”).

Copies of the English translations of each of the Prospectus and the Israeli Deed of Trust are
attached hereto as Exhibits “B” and “C”.

19.  As a result of the issuance of the Prospectus, UC Inc. issued NIS 180,583,000 (approx.
$64 million based on the exchange rate at that time) par value of Debentures, which traded on

Tel Aviv Stock Exchange (the “TASE”).

20.  Approximately $58.0 million of the proceeds from the Debentures was transferred to UC
Inc., of which approximately $46.0 million was used to repay existing secured loan obligations
owing by the Backup Subsidiaries, all in accordance with the terms of each of the Subsidiary

Loan Agreements (as defined below) and the Israeli Deed of Trust.

21. Of the balance of the proceeds, (i) approximately $8.0 million was used to repay secured -
loans owing by other entities in the UC Inc. Subsidiaries; and (ii) approximately $4.0 million

was used for general working capital purposes within the UC Inc. Subsidiaries.

22. The terms of the Debentures contemplate UC Inc. repaying the Debentures in five (5)
unequal installments on December 31, 2017, June 30, 2018, December 31, 2018, June 30, 2019
and December 31, 2019. The interest rate on the Debentures is 8.15%, which is subject to

adjustment and payable semi-annually on June 30™ and December 31°.

23.  Pursuant to the terms of the Israeli Deed of Trust approximately $3.0 million of the
proceeds from the initial public offering were transferred to an Israeli-based bank account
pledged in favour of the Israeli Trustee to pay the interest due on June 30, 2016. The Israeli
Deed of Trust also provides for a pledge, in favour of the Israeli Trustee, of UC Inc.’s interest in

the Subsidiary Loan Agreements (as defined below).

24. Recently, the Israeli Trustee alleged that UC Inc. has defaulted under the terms of the
Israeli Deed of Trust. On or about April 24, 2016, the Israeli Trustee initiated court proceedings
as against UC Inc. in the Israeli District Court in Tel Aviv-Yafo (the “Israeli Court”).
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25. On April 25, 2016, the Isracli Court issued an order for, among other things, the
temporary appointment of Advocate Gus Gissin as the functionary of UC Inc. (the “Israeli
Parentco Officer”) pursuant to Regulation 14(a) of the Companies Regulations, 5759-1999, and
Article 350 of the Companies Act, 5759-1999. A copy of the appointment order issued by the
Isracli Court appointing the Israeli Parentco Officer is attached hereto and marked as
Exhibit “D”.

IV. SUBSIDIARY FINANCING ARRANGEMENTS

26. As mentioned in paragraph 18 above, and in accordance with the Israeli Deed of Trust,
approximately $46.0 million received by UC Inc. in proceeds from the Debentures was used to
repay existing secured loan obligations owing by each of the Backup Subsidiaries. On
December 21, 2015, each of the Backup Subsidiaries executed separate loan agreements setting
out the terms of the arrangement as between each of the Backup Subsidiaries and UC Inc. (each a

“Subsidiary Loan Agreement”).

27; Each Subsidiary Loan Agreement sets out that any “Surplus” which a Backup Subsidiary
would be entitled to receive must first be used to repay the amount owing to UC Inc. under such
Subsidiary Loan Agreement. “Surplus” is defined in each Subsidiary Loan Agreement as the
funds to which the Backup Subsidiary would be entitled in respect of the applicable “Backup
Project”, as such term is defined therein, following the payment of all debts to lenders financing
the “Backup Project” and less any funds designated for compulsory payments such as payments
to service providers, suppliers, subcontractors, tax authorities, undertaking to the purchasers of
units, management fees, and project overhead (collectively, the “Excluded Amounts”). Should
a Backup Project be sold, the “Surplus” under the applic;able Subsidiary Loan Agreement will
include all funds payable to UC Inc. or Backup Subsidiary in connection with the sale less the

Excluded Amounts.

28. Each of the Subsidiary Loan Agreements also includes an acknowledgement by the
Backup Subsidiary that all of the rights and interests of UC Inc. under the respective Subsidiary
Loan Agreement is pledged in favour of the Israeli Trustee on behalf of the Israeli debenture
holders, for as long the Debentures have not been repaid in full by UC Inc. in accordance with

the terms of the Israeli Deed of Trust. Attached hereto and marked as Exhibit “E” is a security
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agreement, executed by UC Inc., UC Lawrence, UC Mallow, UC Patricia and UC St Clair,
which purports to grant the Israeli Trustee a security interest in the “Receivables” due to or
owned by each of them from their respective Backup Projects, as security for the indebtedness
and liability of each to the Israeli Trustee. To the best of my knowledge and belief, only UC
Inc. has any indebtedness or liability to the Israeli Trustee (under the Israeli Deed of Trust), as
the obligations of the Backup Project subsidiaries to UC Inc. under the Subsidiary Loan

Agreements are unsecured obligations.

29, It should be clarified, however, that pursuant to the terms of the Israeli Deed of Trust, the
Israeli Trustee has no interest, lien, charge, over the Property of the Backup Subsidiaries, other
than in connection with the Surplus, nor any ability to control or influence the management of
the “Backup Projects” or in respect or the budgets or withdrawal of funds from the revenue of

the Backup Projects.

30. In addition to UC Inc.’s pledge of its rights under the Subsidiary Loan Agreements, the
Backup Subsidiaries, other than UC Downsview Park, executed a Declaration of Trust wherein
they agreed to hold their respective Backup Projects as bare trustees for and on behalf of
Cumberland 1 LP, as the beneficiary of each. Copies of each of the Declarations of Trust are

attached hereto and marked as Exhibits “F” to “I”,

V. OVERVIEW OF THE URBANCORP GROUP

A. Urbancorp Toronto Management Inc.

31. UTMI has its registered and principal office located at 120 Lynn Williams Street,
Suite 2A, Toronto, Ontario (the “Toronto Office”). UTMI provides all project and construction
management and back office support for the Urbancorp Group, including human resources and
accounting functions. It is the only corporation within the entire Urbancorp Group with
employees. Until April 30, 2016, UTMI employed approximately 40 individuals, none of whom
are unionized. Currently there are approximately 37 employees that remain at UTMI, of whom
15 have been given working notice by UTMI. UTMI does not maintain a pension plan for its

employees. UTMI leases the Toronto Office space from First Capital (King Liberty — Retail)
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Corporation, as landlord, pursuant to a lease agreement dated September 21, 2011, as amended

by a lease amending agreement dated March 2, 2016.

32.  The majority of the Urbancorp Group’s development projects are managed by UTML. In
a number of instances, the development projects are undertaken in a joint venture arrangement
with another developer and, in those cases, the other developer may be principally responsible

for the management of the project.

1. Assets and Liabilities

33.  UTMI’s assets are primarily made up of the intercompany receivables resulting from the
project management and back office services that UTMI provides to the other entities in the
Urbancorp Group. According to the books and records, as of April 30, 2016, UTMI has accounts
receivables totalling approximately $19.3 million, all of which were owing to it by other

Urbancorp Group entities.

34,  UTMI also holds a 25% ownership interest in Urbancorp Communities Inc. (“UC
Communities”), which developed the “Acclaim Condominium” project at 801 Sheppard Avenue
West, Toronto, which was completed in 2012. UC Communities continues to own one unsold
retail condominium unit, which remains unrented (though condominium fees and property taxes

continue to accrue in respect of it).

35. The books and records of UTMI indicate that, as of April 30 2016, it has liabilities to its
unsecured creditors of approximately $25 million. The books and records show UTMI’s
liabilities primarily consist of approximately $13.4 million of unsecured intercompany debt
obligations, and approximately $1.7 million in unsecured debts owing to trade creditors and

service providers.

VI. UCINC. AND THE UC INC. SUBSIDIARIES

A. UC Inc.

36. UC Inc. was incorporated on June 19, 2015 under the Business Corporations Act
(Ontario) (“OBCA”) and is a wholly-owned subsidiary of Urbancorp Holdco Inc., a corporation

controlled by the Saskin family, including myself. UC Inc.’s registered and principal office is
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the Toronto Office. A copy of UC Inc.’s corporate profile is attached and marked as
Exhibit “J”.

37.  UC Inc. was established solely as a vehicle to raise financing in the Israeli debenture
market, which was principally to be used for five (5) Backup Projects being developed by the
entities which became UC Inc. Subsidiaries. As mentioned above, that financing took place in
December 2015, when UC Inc. issued the Debentures in the amount of approximately $62

million (equivalent) that were listed for trade on the TASE.

38. The proceeds of the Debentures issuance were used by UC Inc. as set out in paragraphs
19 to 23 above, by UC Inc. making intercompany loans to the Backup Subsidiaries pursuant to
the Subsidiary Loan Agreements, which were on terms substantially identical to the terms of the

Debentures, as set out in paragraphs 26 to 30 above.

39. UC Inc.’s other subsidiaries hold various nominee or beneficial interests in other
residential project developments across the GTA, and in the Geothermal Units, as described
below. Each of the UC Inc.’s subsidiaries, unless otherwise described herein, is a corporation

governed by the OBCA, having its registered and principal office located at the Toronto Office.
B. Urbancorp Downsview Park Development Inc.

40. UC Downsview is a wholly-owned direct subsidiary of UC Inc., and owns 51% of the
shares of Downsview Homes Inc. (“Downsview Homes”), which is the beneficial owner of the
Downsview Project (as defined herein). The remaining 49% of the shares of Downsview Homes
are owned by Mattamy Downsview Limited (“Mattamy Downsview”), an affiliate of Mattamy

Homes Limited (“Mattamy”).

1. Overview of the Downsview Project

41. The project primarily consists of the re-development of lands located at 2995 Keele
Street, Toronto, Ontario (South/East corner of Keele Street and Sheppard Avenue and,
hereinafter referred to as, the “Downsview Project”) for the purpose of constructing 1136
residential units for sale and affordable rent. Downsview Homes acquired the prbperty for the

Downsview Project (the “Downsview Property”) on June 4, 2015.
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42. Construction on the Downsview Project has begun and the Downsview Project is being
substantially managed by Mattamy Downsview. UC Downsview’s ongoing participatibn in the
Downsview Project is as a financial partner with Mattamy Downsview. In 2013, Mattamy paid
UC Downsview approximately $21.0 million to acquire a 49% interest in the contracts relating to
the development of the Downsview Project. As a result of this initial investment by Mattamy,
and under the terms of the agreements governing the Downsview Project, after all of the project
expenses, third party loans and management fees are paid, Mattamy Downsview is entitled to
receive the first $21.0 million out of the revenue generated from the Downsview Project, prior to

UC Downsview and Mattamy Downsview splitting any profits from the Downsview Project.

43.  The Downsview Project is one of the “Backup Projects” as defined herein and in the
Israeli Deed of Trust. As such, under the terms of the Subsidiary Loan Agreement with UC Inc.,
if and to the extent UC Downsview receives any profits or return of working capital from
Downsview Homes in respect of the Downsview Project, UC Downsview is obligated to deliver
those profits and capital to a “Designated Account” of UC Inc. over which the Israeli Trustee
holds joint signing rights with UC Inc. Attached hereto and marked as Exhibit “K” is a copy of
the Subsidiary Loan Agreement dated December 21, 2015 executed by UC Downsview and UC

Inc.

ii. Assets and Liabilities

44.  The only assets of UC Downsview are its 51% shareholdings in Downsview Homes and
UC Downsview’s entitlements under the agreements with Mattamy Downsview. As of
December 31, 2015, according to the UC Downsview books and records, the value of its 51%

interest in the Downsview Project is approximately $11.0 million.

45, The books and records indicate that, as of April 30, 2016, UC Downsview’s liabilities
consist of its 51% exposure to Parc Downsview Park Ltd. in connection with the Downsview

Project, in the amount of approximately $22.2 million.

46. UC Downsview’s general unsecured liabilities primarily consist of amounts owed to
unsecured creditors, liabilities to home purchasers on account of their deposits for the purchase

of units, general construction services and professional fees, including intercompany payables to
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UTMI on account of management fees. As of December 31, 2015, UC Downsview’s books and

records disclose unsecured liabilities of approximately $14.1 million.

47. UC Downsview’s other obligations include its obligations under its Subsidiary Loan

Agreement in the amount of $10,094,562.

48.  As of the date hereof, the Downsview Project is under construction and requires millions
of dollars to complete. As a result of the events described in this Affidavit, UC Downsview does
not currently have the liquidity to finance its portion of the Downsview Project as required under

the agreements with Mattamy Downsview.
C. Urbancorp Power Holdings Inc. and its subsidiaries

49. UC Power Holdings is a wholly-owned subsidiary of UC Inc. and is a corporation
governed by the OBCA. It has no employees. UC Power Holdings’ only asset is its 100%
ownership interest in its three (3) subsidiaries, Vestaco Homes, Vestaco Investments and 228

Queens Quay, which together with UC New Kings, own the Geothermal Units.

50. The books and records indicate that, as of April 30, 2016, Vestaco Homes has a secured
debt obligation of approximately $1.04 million owing to The Toronto-Dominion Bank (“TD”),
which obligation is secured by a general security agreement executed by Vestaco Homes in
favour of TD. The TD Debt is current and being serviced by the revenues generated at the

Bridge Condominiums under Vestaco’s Geothermal Lease.
D. Urbancorp Residential Inc. / Urbancorp Realtyco Inc.

51. UC Residential is a wholly-owned subsidiary of UC Inc. and acts as a holding company
for 16 residential rental condominium units located at 150 and 170 Sudbury Street, Toronto,
Ontario (the “UC Residential Rental Units”), which is the registered owner and title nominee
for UC Realtyco. The UC Residential Rental Units consist of unsold units in the former
development projects of Westside Gallery (a UC Inc. indirect Subsidiary) entity, marketed as
Westside Gallery Lofts and Curve Condominiums, respectively. The UC Residential Rental

Units are also known by the company as the “Curve and Westside Condo Rentals™.
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1. Assets and Liabilities

52. The assets of UC Realtyco consist of its ownership interests in the UC Residential Rental
Units, which currently produce approximately $247,411 in rental revenues per year. The UC
Residential Rental Units themselves have an aggregate fair market value of approximately $5.8

million based on a third party valuation dated December 2015.

53. UC Realtyco’s also has an intercompany account receivable owing by Urbancorp (Bay)

» LP, which is a Non UC Inc. Entity.

54. The books and records of UC Residential and UC Realtyco indicate that, as of April 30,
2016, there are liabilities of approximately $5.5 million. UC Residential’s principal unsecured
liability is an intercompany debt owing to Westside Gallery in the amount of approximately
$887,000 in connection with the transfer of the UC Residential Rental Units from Westside
Gallery to UC Residential. UC Residential owes (i) approximately $1.6 million in secured debt
to TD in respect of fixed mortgages; and (ii) approximately $1.5 million in secured debt to TD in
respect of a line of credit. These debts are secured by way of mortgages on the UC Residential

Rental Units in favour of TD.
E. Urbancorp Cumberland 1 LP

55. Urbancorp Cumberland 1 LP (“Cumberland 1 LP”) is a limited partnership that was
formed and is existing under the Limited Partnership Act (Ontario) as part of the Debenture
financing. A copy of Cumberland 1 LP’s limited partnership report produced by the Ontario
Ministry of Government Services is attached hereto and marked as Exhibit “L”. Cumberland 1
LP is 99.99% owned by UC Inc, and owned 0.01% by its general partner, Urbancorp

Cumberland 1 GP Inc., which is in turn is a wholly owned subsidiary of UC Inc.

VII. THE CUMBERLAND 1 LP SUBSIDIARIES

56. Each of the following corporations are direct wholly-owned subsidiaries of Cumberland 1
LP (collectively the “Cumberland 1 Subsidiaries”): (i) UC St. Clair, (ii) UC Lawrence, (iii) UC
Patricia, (iv) UC Mallow, (v) King Residential Inc. (“King Residential”), (vi) UC North Side,
(vii) Urbancorp New King Inc. (“UC New King”), (viii) UC King South, (ix) Urbancorp 60 St.
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of UC Inc. over which the Israeli Trustee holds joint signing rights with UC Inc. Attached hereto
and marked as Exhibit “M” is a copy of the Subsidiary Loan Agreement dated December 21,
2015 executed by UC St. Clair and UC Inc.

ii. Assets and Liabilities

62.  The only assets of UC St. Clair are those assets connected to the St. Clair Project,
primarily consisting of the St. Clair Property, and the plans and related permits and approvals.
The books and records, as of April 30, 2016, indicate that the book value of these assets is

approximately $12.4 million.

63. The books and records of UC St. Clair indicate that, as of April 30, 2016, it has liabilities
of approximately $12.5 million, including certain intercompany debt in the amount of $662,711.
UC St. Clair’s liabilities primarily consist of intercompany debt obligations and unsecured debts,
including liabilities to home purchasers on account of their deposits for the purchase of units and

its obligations under its Subsidiary Loan Agreement in the amount of $7,688,690.
b. UC Patricia

i. Overview of the Patricia Project

64. UC Patricia’s project consists principally of the development of 35 low-rise residential
units of semi and single detached homes (the “Patricia Units”) at the municipal address known
as 425 Patricia Ave., Toronto, Ontario (the “Patricia Project”), also known as the “Homes of
Patricia”. UC Patricia purchased the property for the Patricia Project (the “Patricia Property”)
from the Toronto District School Board on August 27, 2014. To date, none of the Patricia Units

have been sold.

65. Construction on the Patricia Project has not yet begun. UC Patricia is in the process of

obtaining the necessary re-zoning, licenses, permits and approvals for construction.

66. The Patricia Project is one of the “Backup Projects” as defined herein and in the Israeli
Deed of Trust and, as such, under the terms of the Subsidiary Loan Agreement with UC Inc., if
and to the extent UC Patricia receives any profits or return of working capital from the Patricia

Project, UC Patricia is obligated to deliver those profits and capital to a “Designated Account” of
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Clair Inc. (“UC 60 St. Clair”) and (x) High Res. Inc. (“High Res”). Each of the Cumberland 1
LP Subsidiaries is a corporation governed by the Business Corporations Act (Ontario), with its

registered and principal office located at the Toronto Office.

57.  None of the Cumberland 1 Subsidiaries have any employees. As described in more detail
below, each of the Cumberland 1 Subsidiaries are single purpose entities with interests in
specific residential real estate development projects, either on their own or by way of a joint
venture with a third party developer. The underlying projects themselves are at various stages of
completion. As set out above, UC St Clair, UC Patricia, UC Mallow and UC Lawrence are each
Backup Subsidiaries (together with UC Downsview Park) under the Debentures.

a. UcC St. Clair

i. Overview of the UC St. Clair Project

58.  UC St. Clair’s project consists principally of the re-development of a former public
school site into 41 semi-detached residential town homes (the “St. Clair Units”) at the municipal
address known as 177 Caledonia Road/19 Innes Avenue, Toronto, Ontario (the “St. Clair
Project”), which is also known as the “Homes of St. Clair”. UC St. Clair purchased the property
for the St. Clair Project (the “St. Clair Property”) on August 1, 2013 from the Toronto District

School Board. All 41 St. Clair Units were sold pre-construction.

59. Other than the demolition of the existing school building, construction on the St. Clair
Project has not yet begun. UC St. Clair is in the process of obtaining the necessary licenses,

permits and approvals for construction of the homes and services.

60. As of the date hereof, the St. Clair Project is at the pre-construction stage and, as such, it
requires millions of dollars to develop. As a result of the events described in this Affidavit, UC

St. Clair does not have the liquidity to complete the St. Clair Project.

61. The St. Clair Project is one of the “Backup Projects” as defined herein and in the Israeli
Deed of Trust and, as such, under the terms of the Subsidiary Loan Agreement with UC Inc., if
and to the extent UC St. Clair receives any profits or return of working capital from the St. Clair

Project, UC St. Clair is obligated to deliver those profits and capital to a “Designated Account”
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UC Inc. over which the Israeli Trustee holds joint signing rights with UC Inc. Attached hereto
and marked as Exhibit “N” is a copy of the Subsidiary Loan Agreement dated December 21,
2015 executed by UC Patricia and UC Inc. '

67.  As of the date hereof, the Patricia Project is at the pre-construction stage and, as such, it
requires millions of dollars to develop. As a result of the events described in this Affidavit, UC

Patricia does not have the liquidity to complete the Patricia Project.

i, Assets and Liabilities

68.  The only assets of UC Patricia are those assets connected to the Patricia Project,
primarily consisting of the Patricia Property. The books and records indicate that, as of April 30,

2016, the book value of these assets is approximately $15.3 million.

69. The books and records of UC Patricia indicate that, as of April 30, 2016, it has liabilities
of approximately $15.3 million, including certain intercompany payables in the amount of
$1,540,865. Patricia’s liabilities primarily consist of secured debt, as described below,
intercompany debt obligations and unsecured debts, and its obligations under its Subsidiary Lban

Agreement in the amount of $9,881,072.
Secured Debt

70. UC Patricia owes approximately $3.7 million in secured debt to Atrium Mortgage
Investment Corporation (“AMIC”), which is secured by way of a mortgage over the Patricia

Property in favour of AMIC.

c. UC Lawrence
i. Overview of the Lawrence Project
71.  UC Lawrence’s project consists principally of the development of 88 low-rise residential

units consisting of townhouses and semi and single detached homes (the “Lawrence Units™) at
the municipal address known as 1780 Lawrence Avenue, Toronto, Ontario (the “Lawrence

~ Project”), also known as the “Ravines on Lawrence”. UC Lawrence purchased the property for
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the Lawrence Project (the “Lawrence Property”) from the Toronto District School Board on

August 29, 2013. Sixty-five (65) of the 88 Lawrence Units were sold pre-construction.

72. Construction on the Lawrence Project has not yet begun. Lawrence is in the process of

obtaining the necessary licenses, permits and approvals for construction.

The Lawrence Project is one of the “Backup Projects” as defined herein and in the Israeli Deed
of Trust and, as such, under the terms of the Subsidiary Loan Agreement with UC Inc., if and to
the extent UC Lawrence receives any profits or return of working capital from the Lawrence
Project, UC Lawrence is obligated to deliver those profits and capital to a “Designated Account”
of UC Inc. over which the Israeli Trustee holds joint signing rights with UC Inc. Attached hereto
and marked as Exhibit “O” is a copy of the Subsidiary Loan Agreement dated December 21,
2015 executed by UC Lawrence and UC Inc.

73. As of the date hereof, the Lawrence Project is at the pre-construction stage and, as such,
it requires millions of dollars to develop. As a result of the events described in this Affidavit,

UC Lawrence does not have the liquidity to complete the Lawrence Project.

ii. Assets and Liabilities

74.  The only assets of UC Lawrence are those assets connected to the Lawrence Project,
primarily consisting of the Lawrence Property. The books and records indicate that, as of

April 30, 2016, the book value of these assets is approximately $14.3 million.

75. The books and records df UC Lawrence indicate that, as of April 30, 2016, it has
liabilities of approximately $13.2 million. ~Lawrence’s liabilities primarily consist of
intercompany debt obligations and unsecured debts, including liabilities to home purchasers on
account of their deposits for the purchase of units and its obligations under its Subsidiary Loan

Agreement in the amount of $8,577,389.
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d. UC Mallow

i Overview of the Mallow Project

76.  UC Mallow’s project consists principally of the development of 39 low-rise residential
units of townhouse and semi and single detached homes (the “Mallow Units™) at the municipal
address known as 15 Mallow Road, Toronto, Ontario (the “Mallew Project”), also known as
“Homes of Mallow”. UC Mallow purchased the property for the Mallow Project (the “Mallow
Property”) from the Toronto District School Board on August 28, 2014. Sixteen (16) of the

Mallow Units were sold pre-construction.

77. Other than the demolition of the existing of the school building, construction on the
Mallow Project has not yet begun. UC Mallow is in the process of obtaining the necessary

re-zoning, licenses, permits and approvals for construction.

78. The Mallow Project is one of the “Backup Projects” as defined herein and in the Israeli
Deed of Trust and, as such, under the terms of the Subsidiary Loan Agreement with UC Inc., if
and to the extent UC Mallow receives any profits or return of working capital from the Mallow
Project, UC Mallow is obligated to deliver those profits and capital to a “Designated Account” of
UC Inc. over which the Israeli Trustee holds joint signing rights with UC Inc. Attached hereto
and marked as Exhibit “P” is a copy of the Subsidiary Loan Agreement dated December 21,
2015 executed by UC Mallow and UC Inc.

79. As of the date hereof, the Mallow Project is at the pre-construction stage and, as such, it
requires millions of dollars to develop. As a result of the events described in this Affidavit, UC

Mallow does not have the liquidity to complete the Mallow Project.

1. Assets and Liabilities

80.  The only assets of UC Mallow are those assets connected to the Mallow Project,
primarily consisting of the Mallow Property. According to the books and records, as of April 30,

2016, the book value of these assets is approximately $19.8 million.

81. The books and records of UC Mallow indicate that, as of April 30, 2016, it has liabilities

with a book value of approximately $18.7 million. UC Mallow’s liabilities primarily consist of
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secured debt, as described below, intercompany debt obligations and unsecured debts, including
liabilities to home purchasers on account of their deposits for the purchase of units and its

obligations under its Subsidiary Loan Agreement in the amount of $9,758,287.
Secured Debt

82.  Mallow owes approximately $3.7 million in secured debt to AMIC. This debt is secured
by way of a mortgage over the Mallow Property in favour of AMIC.

e King Residential

i. Overview of the King Residential Project

83. King Residential is a holding company for thirteen (13) unsold residential rental
condominium units located at 38 Joe Shuster Way, Toronto, Ontario (the “King Residential
Rental Units”), which is a former development project marketed as the “Bridge

Condominiums”. The King Residential Rental Units are also known by the company as the

“Bridge Condo Rentals”.
ii. Assets and Liabilities
84. The only asset of King Residential is its ownership interests in the King Residential

Rental Units, which produces approximately $167,000 in rental revenues per year. According to
the books and records, as of April 30, 2016, the book value of King Residential assets is

approximately $3.6 million.

85. The books and records of King Residential indicate that, as of April 30, 2016, it has
liabilities of approximately $3.6 million. King Residential’s liabilities primarily consist of
secured debt, as described below, and unsecured intercompany debts in favour of Bridge on King

Inc. in respect of the King Residential Rental Units in the amount of $1.9 million.
Secured Debt

86. King Residential owes approximately (i) $1.3 million in secured debt to The Toronto-

Dominion Bank (“TD”) and (ii) approximately $1.1 million in secured debt to Canadian Imperial
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Bank of Commerce (“CIBC”). These debts are secured by way of mortgages on the King
Residential Rental Units in favour of each of TD and CIBC and are being serviced by the rental

income being generated.

87.  King Residential has also provided a limited guarantee in favour of Speedy Electrical
Contractors Inc. (“Speedy Contractors”) pursuant to a certain Debt Extension Agreement dated
November 3, 2015 (the “Speedy Debt Settlement Agreement”) entered into by and among me,
in my personal capacity, Speedy Contractors, King Residential and Edge on Triangle Park Inc.
(“Edge on Triangle”) in connection with certain amounts owing by each of myself and Edge on
Triangle to Speedy Contractors. Under the terms of the Speedy Debt Settlement Agreement,
King Residential agreed as further security to grant Speedy Contractors a collateral mortgage in
favour of Speedy Contractors in the amount of approximately $2.4 million over the King

Residential Rental Units.
JA UC North Side and UC Queen West

i. Qverview of UC North Side

88. UC North Side is the sole shareholder in Urbancorp (952 Queen West) Inc. (“UC Queen
West”) and was the beneficial owner of the lands municipally known as 944 and 952 Queen
Street West, Toronto (the “Queen West Property”). UC Queen West was the registered owner
of the Queen West Property. The Queen West Property was sold to a company related to
Hullmark Developments Ltd. on August 11, 2013.

ii. Assets and Liabilities

89.  The only remaining asset of UC North Side is its equity interest in UC Queen West. UC
Queen West has certain intercompany accounts receivable owing to it by various Urbancorp

Group entities in the aggregate approximate amount of $2.2 million.

90. The books and records of UC North Side indicate that, as of April 30, 2016, it has no
liabilities. According to the books and records, as of April 30, 2016, UC Queen West has
liabilities with a book value of approximately $1.2 million. UC Queen West’s liabilities

primarily consist of unsecured debts owing to third parties and intercompany account payables.
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g UC New Kings

i. Overview of UC New King

91. UC New Kings holds a 50% interest in Kings Club Development Inc. (“King Club”) and
Fuzion Downtown Development Inc. (“FDDI”), which are the registered owners and title
nominees of properties at the municipal addresses known as 1100 King St. W., Toronto, Ontario
(the “King Club Property”) and 20 Joe Shuster Way, Toronto, Ontario (the “Fuzion
Property”), respectively. The remaining 50% interest in these two entities is held by the King
Liberty North Corporation, a non-Urbancorp entity controlled by First Capital Realty. The King
Club Property is the site of a proposed 506 unit residential rental development (the “Kings Club
Project”). Construction began on the Kings Club Project in November of 2012 and is expected

to be complete in 2018. King Liberty North Corporation is managing the two projects.

92. The Fuzion Property is the site of a 245 unit mixed use residential/commercial
development building which completed construction in mid-2013. The proposed condominium
for the Fuzion Property registered on December 17, 2013 and final closings with purchasers took
place in January 2014 (the “Fuzion Condominium™). All of the residential units and retail
space in the Fuzion Condominium have been sold. FDDI holds title to a small number of

parking units as inventory in the Fuzion Property condominium development.

i, Assets and Liabilities

93. The primary assets of UC New Kings are its equity holdings in King Club and FDDI and
the Geothermal Unit located at the Fuzion Property and associated Geothermal Lease.
According to the books and records, as of April 30, 2016, the total book value of these assets is
approximately $47.9 million.

94.  The books and records of UC New Kings indicate that, as of April 30, 2016, it has
liabilities of approximately $39.6 million. UC New Kings’ liabilities primarily consist of

secured debt, as described below, and unsecured debts.

Secured Debt
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95.  UC New Kings has a syndicated secured facility with The Bank of Nova Scotia as agent.
The maximum amount available under the facility is $225 million, of which approximately $54.6
million has been drawn as at March 31, 2016. King Liberty North Corporation (“FC King
Liberty”) is also a borrower under this facility. Accordingly, UC New Kings is responsible for
its 50% (approximately $27.3 million) of the drawn amount. The loan is secured by a mortgage
on the King Club Property in favour of The Bank of Nova Scotia. UC New Kings also owes
approximately $34.5 million in secured debt to First Capital Corporation (“FCC”), which is
secured by a mortgage, general security agreement and share pledge of the shares of UC New

Kings.

96.  In addition, there is also a security interest in the amount of $2.0 million in favour of FC
King Liberty in connection with UC New Kings’ acquisition of FC King Liberty’s interest in the

Geothermal Unit located at the Fuzion Condominium.
h. UC King South

97. UC King South held a fifty (50) percent interest in 1071 KG Inc., which in turn owned
the property at the municipal address known as 1071 King Street West, Toronto, Ontario (the
“1071 Property”). The 1071 Property is the site of a proposed 300 unit mixed used rental
building (the “1071 Project”). Construction has not yet begun on the 1071 Project, however, in
March 2016, UC King South sold its interest in the 1071 Property to First Capital 1071
Corporation pursuant to purchase and sale agreement dated March 7, 2016 for the assumption of

UC King South’s liabilities plus cash proceeds of approximately $5.1 million.

1. Assets and Liabilities

98. The books and records of UC King South indicate that, as of April 30, 2016, it has no
liabilities to creditors. From the $5.1 million in cash received from First Capital, UC King South
has advanced $3.2 million to other Urbancorp Group entities (through the UC Inc. bank account
because it has no bank account of its own), and has deposited $1.9 million with KSV (again
through UC Inc.’s bank account), as Proposal Trustee of the UC NOI Entities and proposed

Monitor in these CCAA proceedings, to fund the proposed intercompany interim credit facility
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which the Applicants seek to have approved in this Application, and described in more detail

below.
L. UC 60 St. Clair and 840 St. Clair West Inc.

99. UC 60 St. Clair owns a forty (40) percent interest in 840 St. Clair West Inc., which is the
registered owner and title nominee for the property at the municipal address known as 840 St.
Clair Street West, Toronto, Ontario (the “840 St. Clair Property”). The remaining sixty (60)
percent interest in 840 St. Clair West Inc. is held by Hendrick and Main Devélopments Inc.
(“HMDI”). The 840 St. Clair project consists principally of the development of a 9-storey
mixed use building consisting of 138 dwelling units at the 840 St. Clair Property.

1. Assets and Liabilities

100. The primary asset of UC 60 St. Clair is its 40% interest in 840 St. Clair West Inc.
According to the books and records, as of April 30, 2016, the book value of this interest recorded
on UC St Clair’s books is approximately $3.6 million.

101.  UC 60 St. Clair owes approximately $1.1 million in secured debt to HMDI in respect of
the 840 St Clair project, which amounts represents 40% of the iotal debi owed to HMDI. This

debt is secured by way of a mortgage and general security agreement in favour of HMDI.
J. High Res and Bridge on King Inc.

102.  High Res is the sole shareholder of Bridge on King Inc., which was the registered owner
and title nominee for the property municipally known as 38 Joe Shuster Way (the “Bridge
Property”). The Bridge Property is the site of a 534 unit residential development which
completed construction in mid-2011 (the “Bridge Project”). The proposed condominium for the -
Bridge Project registered on April 5, 2013 and final closings with purchasers took place in June
2013. The remaining residential and parking inventories for the Bridge Project were transferred

to King Residential and comprise the King Residential Rental Units.
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1. Assets and Liabilities

103. The primary assets of High Res are its equity interests in Bridge on King Inc. and 66
unsold lockers in the Bridge Project. According to the books and records, as of April 30, 2016,
the book value of High Res’ assets is approximately $2.9 million, for its investments, and
$87,729, for the lockers. Bridge on King Inc. has $6.1 million in intercompany receivables owed
to it, of which $1.9 is from King Residential in connection with the sale of the King Residential

Rental Units.

104. The book and records of High Res indicate that, as of April 30, 2016, it has no liabilities.
According to the books and records, as of April 30, 2016, Bridge on King Inc. has liabilities of
approximately $2.7 million. Bridge on King’s liabilities consist of unsecured debts, including
monies owing for realty taxes, general construction services and consulting fees in respect of the

Bridge Project.

VIII. INTERIM FINANCING

105. On May 13, 2016, each of the Urbancorp CCAA Entities, as borrowers, and UC King
South, as lender, entered into an intercompany interim credit facility term sheet whereby UC
King South agreed to make available to the UC NOI Entities a revolving credit facility in the
amount of $1.9 million (the “Interim Loan”) to finance their day-to-day operations and ongoing
projects, (the “Interim Facility Term Sheet”). As of the date hereof, all proceeds of the Interim
Loan continue to be held by KSV in its trust account. A copy of the Interim Facility Term Sheet
is attached hereto and marked as Exhibit “Q”. Based upon the anticipated cash flow needs of
the Urbancorp CCAA Entities during these restructuring proceedings, including professional fees
associated with these proceedings, it is likely that the $1.9 million may not be sufficient to see

the restructuring through to its completion.

106. Asaresult, | am advised by KSV that following its appointment as Monitor, KSV intends
to commence a process to secure third party debtor-in-possession (“DIP”) financing in the near
term, as a longer term solution to the Urbancorp Group’s liquidity issues in order to finance the

CCAA restructuring process.
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IX. URBANCORP GROUP’S FINANCIAL POSITION

107.  An unaudited copy of the draft consolidated financial statements for UC Inc. as of
December 31, 2015, translated from Hebrew to English, is attached hereto and marked as
Exhibit “R”.

108. A description and analysis of the financial position of the UC NOI Entities is included in
the First Report filed in connection with this Application.

X. FINANCIAL TROUBLES

109. As discussed herein, the Urbancorp Group builds homes (condominiums, townhouses,
apartments and houses) in the GTA. The Urbancorp Group itself has been in business for
25 years and has built over 5500 homes. The Urbancorp Group delivered 1,028 homes in the

past two years, and currently has 1,058 additional homes under construction.

110.  While the Urbancorp Group has land assets which remain very valuable, we have
recently started to experience significant cash flow challenges which have limited our ability to

continue and complete work on a number of projects.

111.  As discussed above, the various projects, including the Backup Projects, currently
underway by the Urbancorp Group require tens of millions of dollars to develop and/or
complete. The Urbancorp Group does not currently have sufficient liquidity to advance the

projects.

Recent Developments

112.  On or about March 31, 2015, Tarion, which provides warranties on new residential builds
in Ontario for registered builders, issued a notice of proposal to revoke 17 of the Urbancorp
Group’s registrations, including the registrations of the Backup Subsidiaries, as a result of
concerns about the Urbancorp Group’s financial position and the high number of warranty

claims made against two Non UC Inc. Entities,
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113.  The Urbancorp Group has since appealed Tarion’s decision for 11 of the 17 registrations,
and allowed the balance to expire. No decision has been rendered in connection with the appeal

as of the date hereof.

114.  On April 21, 2016, the trading of the Debentures was suspended on the TASE by the

Israeli securities regulators.

115. As described above, on April 24, 2016, the Israeli Trustee brought an application to the
Israeli Court for an order to, inter alia, appointing the Israeli Parentco Officer. A copy of the
application translated from Hebrew to English is attached hereto and marked as Exhibit “S”. On
April 25, 2016, the Isracli Court issued the appointment order appointing the Israeli Parentco
Officer.

116. In the days building up to the Israeli Trustee’s application, the Urbancorp Group’s Israeli
auditors, Israeli legal counsel and UC Inc.’s board of directors resigned, leaving me as the sole

director of UC Inc.

117. As a result of the various factors described herein, the Urbancorp Group determined it
was necessary to commence formal restructuring proceedings in order to provide the Urbancorp
CCAA Entities and all of its affiliated entities with the opportunity to stabilize the situation and
to explore all of its restructuring alternatives, while working in consultation with the Israeli
Parentco Officer. On April 21, 2016, the UC NOI Entities commenced the Proposal

Proceedings.

118. 'Unfortunately, the need to match expenses to revenues, together with our focus on
existing projects and a scaling-back of future development, has required us to implement the

laying off of a number of our valued employees.

XI. THE APPLICANTS MEET THE CCAA STATUTORY REQUIREMENTS

119. Each of the Applicants is a “company” to which the CCAA applies as they are each
incorporated pursuant to the OBCA.

120. The Applicants have claims against them in the aggregate in excess of the CDN $5.0

million statutory requirement.
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121.  Each of the Applicants is unable to meet its obligations generally as they come due and is

therefore insolvent.
a. Non-Applicant UC Entities

122.  The Non-Applicant UC Entities are affiliated companies of the Applicants, and include

limited partnerships and solvent entities.

123.  The Applicants are requesting that these CCAA proceedings include the Non-Applicant
UC Entities as they and their stakeholders, assets (in many cases shares of Applicants), and
intercompany payables and receivables in particular, form an integral part of the operations of
the UC Inc. Subsidiaries generally and, as such, the participation of Non-Applicant UC Entities
is necessary for a proper restructuring of the operations of the UC Inc. Subsidiaries generally for

the benefits of all stakeholders, including the Israeli Debenture holders.

In the circumstances, I verily believe that it is just and equitable that the Non-Applicant UC
Entities be provided with the benefit of these CCAA proceedings generally.

XII. RELIEF BEING SOUGHT

a. Continuance of NOI proceedings under the CCAA

124.  As noted herein, the UC NOI Entities commenced the Proposal Proceedings in order to
maintain the status quo and preserve value for their respective stakeholders. The conversion
from the six (6) separate Proposal Proceedings into one CCAA proceeding will provide
administrative efficiencies and additional time, and allow the Urbancorp CCAA Entities to
streamline their restructuring efforts. A CCAA proceeding will also afford a stable and yet
flexible framework within which to restructure the Urbancorp CCAA Entities in order to

maximize value for their respective stakeholders.
b. Stay of Proceedings

125. The Urbancorp CCAA Entities require a stay of proceedings in order to preserve the
status quo and bring stability to the business operations, and to implement a broad based

restructuring strategy. In the interim, current and potential actions and other enforcement steps
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against the various Urbancorp CCAA Entities and their assets and property need to be stayed so
that the Urbancorp CCAA Entities, their stakeholders and KSV can focus on a restructuring plan

that will preserve and maximize value for stakeholders.

126. As a result of the complex nature and large scale of the Urbancorp CCAA Entities’
projects, any disruption will put at risk the significant value of the assets and the ongoing
developments. As mentioned above, many of these projects are close to obtaining the necessary
permits and re-zoning to break ground. Disrupting the current process would result in significant

delays and, in turn, increased costs.

c. The. Protocol for Co-operation among Monitor and Israeli Parentco

Officer

127. As mentioned in paragraph 9 above, and as more particularly described in the First
Report, as part of the relief sought in connection with this Application, KSV, in its capacity as
the proposed Monitor, intends to seek an Order from the Court approving the implementation of

the Protocol.

128. 1 am advised by KSV that the Protocol was developed and negotiated as between KSV
and the Israeli Parentco Officer in good faith, in an effort to facilitate cooperation and
communication between the Israeli Parentco Officer and the Monitor during these CCAA

proceedings.

129. 1 am advised by KSV under the terms of the Protocol that concurrently with the
Applicants’ application, the Israeli Parentco Officer will bring an application under the CCAA
seeking recognition of the Israeli Proceedings of UC Inc. in Canada. I also understand that the
Israeli Parentco Officer will also seek the appointment of KSV as the information officer of UC

Inc. in UC Inc.’s CCAA Proceedings;

130. In light of the foregoing, and subject to the views of the Court, I am in the view that the

implementation of the Protocol is in the best interest of all stakeholders of the Urbancorp Group.
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d. Interim Lender’s Charge

131.  As discussed above, each of the Urbancorp CCAA Entities, as borrowers, entered into the
Interim Facility Term Sheet whereby UC King South agreed to make available a certain credit
facility to the Urbancorp CCAA Entities in order to financing the day-to-day operations during
the pendency of the CCAA restructuring proceedings. Although further financing will be
required, this initial Interim Loan will provide the Urbancorp CCAA Entities with the immediate

liquidity to continue its efforts.

132, Certain of the Applicants and Non Applicant Affiliates have cash on hand that could be
utilized by other Urbancorp CCAA Entities that have immediate liquidity needs during these
proceedings. In that regard, KSV as proposed Monitor has asked that the Initial Order authorize
the Monitor to effect intercompany advances up to $1.0 million as between Urbancorp CCAA
Entities, secured by the Interim Lender’s Charge against the borrower entity’s Property (on a
pari passu basis with the advances under the Interim Intercompany Facility) in order to minimize

the external borrowing requirements (and the costs thereof) of the Urbancorp CCAA Entities.

133. In light of the .foregoing, it is contemplated that UC King South, as interim lender and a
Non-Applicant UC Entity and each lending Urbancorp CCAA Entities, would be granted a
Court-ordered charge on all of the assets, properties and undertakings of each of the Urbancorp
CCAA Entities up to the maximum amount of $2,900,000, plus accrued interest (the “Interim
Lender’s Charge™), ranking behind any existing secured creditors with security over any such
assets, other than the Israeli Trustee (the “Third Party Secured Creditors”) and the
Administration Charge, and ahead of the Director’s Charge, both described below.

e Administration Charge

134. 1t is contemplated that the proposed Monitor, counsel to the proposed Monitor, and
counsel td the Urbancorp CCAA Entities would be granted a Court-ordered charge on the assets,
property and undertakings of each of the Urbancorp CCAA Entities ranking immediately Behind
any Third Party Secured Creditors up to the maximum amount of $750,000 (the

“Administration Charge”) with respect to their respective fees and disbursements, incurred at
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standard rates and charges. I am of the view that the Administration Charge is fair and

reasonable in the circumstances.

135. The nature of the Urbancorp CCAA Entities’ business and operations requires the
expertise, knowledge and continuing participation of the proposed beneficiaries of the
Administration Charge in order to complete a successful restructuring. The professionals that are
to be beneficiaries of the Administration Charge have contributed, and continue to contribute, to
the restructuring of the Urbancorp CCAA Entities. I believe that the Ad.ministration Charge is

necessary to ensure their continued participation.
I Director’s Charge

136. Notwithstanding my proposed reduced role in the day-to-day operations of the Urbancorp
CCAA Entities, I will remain on the Urbancorp CCAA Entities’ books and records as the sole
director of each. I believe I have specialized knowledge and relationships with the Urbancorp
CCAA Entities’ suppliers, employees, major joint venture partners, and other stakeholders, as
well as knowledge gained throughout the growth of the Urbancorp Group that cannot be

replicated or easily replaced.

137. As the sole remaining director of the Urbancorp CCAA Entities, I believe that it is
equitable on account of the risk for potential personal liability that the Initial Order provides for a
charge on the assets of the Urbancorp CCAA Entities ranking behind any Third Party Secured
Creditors, the Administration Charge and the Interim Lender’s Charge, as security for the
Urbancorp CCAA Entities’ indemnification obligations for the potential obligations and
liabilities I may incur during the pendency of these proceedings. It is proposed that a director’s
charge in the amount of $300,000 (the “Director’s Charge”) be granted by the Court over all of
the Urbancorp CCAA Entities’ assets and property.

138. At this time, there is no existing D&O insurance policy in place that would cover
directors and officers of any of the Urbaccorp CCAA Entities, and, as such, it is even more

important that I be provided with the benefit of the Director’s Charge.
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g Priority of proposed charges
139. It is proposed that the priorities of the Charges (as defined below) be as follows:

a. First — Third Party Secured Creditors with properly perfected
security interests registered as at the date of the Initial Order (for

greater certainty not including the Israeli Trustee);

b. Second — Administration Charge;
¢. - Third — Interim Lender’s Charge;
d. Fourth — Director’s Charge; and

e. Fifth — Any validly perfected charge in favour of the Israeli

Trustee.

(collectively, the “Charges”)

XIII. CONCLUSION

140. For the reasons set out herein, I believe that it is just and equitable, and in the best
interests of all stakeholders of the Urbancorp CCAA Entities, that the Initial Order be granted
and that KSV is appointed as Monitor under the CCAA with the powers described herein and as
contemplated in the form of Initial Order attached at Tab 3 of the Application Record.

SWORN BEFORE ME at the )
City of Toronto in the Province of )
Ontario, {his 13" day of May, 2016. )
L = —
Uy
Rl D AN, N/\) - )
A commissioner for Taking Affidavits, etc. )

Kkﬂﬁ, B, p(uvx\‘(eﬁw



SCHEDULE “A”

List of Non-Applicant Affiliated Companies

Urbancorp Power Holdings Inc.
Vestaco Homes Inc.

Vestaco Investments Inc.

228 Queen’s Quay West Limited
Urbancorp Cumberland 1 LP
Urbancorp Cumberland 1 GP Inc.
Urbancorp Partner (King South) Inc.
Urbancorp (North Side) Inc.
Urbancorp Residential Inc.

Urbancorp Realtyco Inc.
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A Commissioner for Taking Affidavits
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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 Inc.
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 | 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.
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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.
P p

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.

[t 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 respeet 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

Trictee will
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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 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 (hereinafter: "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, see 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) Sector-specific risk
‘which includes: Collapse of the real estate market in Toronto, Canada, Cost of contractors,
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, see 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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up capital of the Company (hereinafter: the "Company’s Capital”) and the voting rights therein
(hereinafter: the "Conirolling Shareholder”). The controilling shareholder and his family
(hereinafter jointly — “the Interest Holders”) shall transfer 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 controiled 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”™). [t is noted that the transfer of the Transferred Interests is not conditiona!l
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 Sharcholder 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 thercof 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 confirmaition of the legal counseis in Canada has noi been given and no immediaie
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.

Stnce the Company’s non-convertible debentures are offered to the public in [srael under this
Prospectus, and will be listed for trading i

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.
% In 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 letter does not constitute an opinion by legal counsel with regard to Section 17(b)(3) of the Securities
Act.
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For information about the tax implications with regard to investinent in the securities offered under
this prospectus due, inter 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, O.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 | 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
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Anyone purchasing the securities offered pursuant to this Prospectus shall be deemed to have
declarcd 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 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.

as part o

Total expenses related to the issuance of securities offered pursuant to this Prospectus will be listed
t+ of 1

the supplementary 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 agreement. Details regarding an
underwriting agreement, if it will be signed, will be specified in the supplemental notice.



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.S.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 iraded 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 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

Scheduie o the Securities Law.

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 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

" As amended under Amendment No. 50 to the Securities Law (8.8.2012), page 678). Law Proposal ~
Government 628, 2012, page 92.
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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 aﬁy case of a conflict between
statutory provisions and the provisions of the trust deed, the parties shall act 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 settlement, arrangement and

insolvency, as they relate to the Company.

In addition, the Company, the controlling shareholder and officers of the
Company 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 incumbent 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

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 below.

It is clarified that as of the date 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.



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. io vt otirt outsic
reccive protection against proceedings initiated by the trustee and/or the
debenture hoiders (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 insoivency 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 shareholder 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 iaw as part of the pre-issuance
reports and on the appointment of any officer and/or the entry of a new

controlling sharcholder, all during the iife-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.
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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 shareholders 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.

* It is clarified that if the requirement for a minimum free float in the debentures (Series 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.



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 translvation 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 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 sccurities 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 pursunant thereto, the purchase
thereof and any matter arising from and/or related to this Prospectus, and the
oifering of securities pursuant thereto and the purchase thereof, shail oniy 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.



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.

1.3 Restrictions under securities laws in Canada

1.3.1 Gen’eral

1.3.1.1

1.3.1.2

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 nor 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.

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



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 each bondholder confirming iis understanding that the
purchaser is not a resident of Ontario; and
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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 THEREIN ONLY BY
PERSONS PERMITTED TO SELL SUCH OFFERED SECURITIES. 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.

NGO  ADVERTISEMENT, SOLICITATION OR NEGOTIATION
BDIRECTLY 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

‘ T S Ve 22laTs . mo ho ciimnlomentary nation at all Aiatrilyitarg
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 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, 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, 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.

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.

*



1.4 The Company’s capital

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

Prospectus

Tvype of shares® Registered Canpital Issued and paid-un
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 shareholder 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

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

5 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 (hereinafter — “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 sharcholder 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 equity 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 Transferred Interests were acquired by the Interest Holders, whichever is later
(see 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 (Ienders 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.



2.1

2.2

2.2.1

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 of the 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 | of this Chapter),
the interest rate on the Debentures (Series A) shall not exceed 8.15% (hercinafter

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

R VN o ~Ana Ao o o
Offering Regulations"), at a par vaive of 200,000 units, by way of a fender on the
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annual interest rate 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 (hereinafter: 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 Exchange

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



2.3.3.1

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

below:

In accordance with the TASE 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 "Midroeog"), 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 least five (5) business days after the date of
publication of the supplementary prospectus or the date the draft prospectus was
published, and there are orly 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
(hercinafter: "the date of the tender" or "the start of the period for the
submission of subscriptions") 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 lIssuances 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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2.4.2.7
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[\

to

w

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 submitled

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

w2

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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2.433

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 lead 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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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.

cJ

Subscriptions that state an interest rate below the uniform interes
(hereinafter — “Subsecriptions 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
(hereinafter — “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
(hereinafter — “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 to 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 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 (including units for the purchase
of which prior commitments were made by classified investors as stated in

section 2.4.7 below).

If, following the allotment stated in section 2.4.4.3 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).



2.4.4.5

2.4.4.6

2.4.4.7

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 “INew 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”.

[f 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.

[f, 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 resuit 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
number 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)l, 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.

1

*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.
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2.4.7.1

2472

2.4.7.3

2.4.74

“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 [00% 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 thc amount he committed to purchase.

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

carly 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
classificd 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

1 . int - rate > s detormined in the tender
investors at the same interest rate as the one determined 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

2.4.8

2.4.9

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 which
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
certificates may be split or transterred 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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. Main issues of the underwriting agreement, including the fees paid by names of

the underwriters they are a party.

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

. 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.

A1 1 1 . s . §
A breakdown of the early commiiments made,

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.

. Details of expenses incurred by the offering and the issue of the securities,

including early commitment fees, centralization and distribution.

. Any detail, the amendment of which is required due to an amendment in thc

terms of the said offered securities, including the issuance costs, for the offered

securities and their purpose.

.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 Prospecius,
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
securities under this Oftfering from a distributor, which has not undcrtaken in writing
to act in accordance with the provisions of this section. The Company and the

underwriter shall submit to the Securities 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 Corporatioh (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); (iii) 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,
(ii) docs not usc or hold, is not deemed to use or hold and will not use 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
clscwhere 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.

(i) Taxation of Interest on Debentures

A Non-Resident Holder wiil 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 licu of, or in satisfaction of, interest or principal on
the Debentures. If 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.

(ii)  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 Debentiire is, or is deemed to be, “taxable
Canadian property” (as defined in the Tax Act) to the Non-Resident Holder at the

T

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 (hercinafter: "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 investment decision, one must consider the tax

consequences arising from investing in the offered securities.
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2.7.2.1

The provisions of the prospectus regarding the taxation of securities do not purport
to be an authoritative 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

1e sale of the securities does not constitute

Of 210 SLLRNIICS UULS [V R VAV S S 2 B £ 1 6 § Aw)

his taxable income, provided
business income of the individual and the individual did not claim financing
expenses. Regarding the sale of securities by an individual who is a "substantia!
shareholder" in a company, i.e. he held, directly or indirectly, alone or jointly with
anothet” — 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. F'urthermore, where an individual 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 101 A(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, in 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 o

P’
1

section 121 of the

Ordinance.

% As this term is defined in section 88 of the Ordinance.
* As this term is defined in section 91 of the Ordinance.
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2.7.2.2

2.7.23

2.7.2.5

A body of persons will be liable to tax on real capital gains on the sale of securities
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 to 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]

2733

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

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



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

linked to the index.

2.7.3.4 In accordance with section [25C(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.

2.7.3.5 'The tax rate applying to income from interest or discounting fees of an Israeli-
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

v 4ot g
1€ corporate 1ax rate (20.07

s

Ordinance, is t
2.7.3.6  An exempt mutual fund as well as provident funds and entities exempt from tax
1 tax on income froin 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.

[\
<
o)
“

In accordance with the provisions of section 9(i5d) 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 sharcholder 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 scrvices
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2.73.8

2.73.8

2.7.3.9

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 betwéen 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 of the 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 difterences, 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 satisfaction 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.

B-22



2.7.3.10 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 (Israeli resident and foreign resident), tax will be deducted at the
corporate tax rate prescribed in section 126(a) of the Ordinance (26.5% eftfective

from 2014 an
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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,8 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
detined in section 9(13) of the Ordinance, and discounting fees.

® That stated is relevant only to an offering of additional debentures (Series A) at a discount.

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

¥ That stated is relevant only to an offering of additional debentures (Series A) at a discount
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2.7.4

2.7.4.1

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 redemption of debentures from that
series according to said weighted discounting rate and in accordance with the
provisions of the law. 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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2.1.4.2

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 them to the debenture holders the tax payments that are required to be deducted at
source, except for entities that are exempt 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 werc crcated, they would be liable for tax. A capital loss
from the sale of sccurities 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 Israel (except for a taxable capital gain which will be offset at
aratio of | 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 losses 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 inio

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” Each of the following: (1) a person in whose name a
and/or “Holder” 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;

“Amount of the The outstanding par value of the debentures;

Principal”

“Nominee Company” Registration Co. of United Mizrahi Bank Ltd. or a

nominee company in its place;

“Trading Day” The day on which transactions are performed on the

TASE;

“Business Day” or “Bank  Any day on which the TASE Clearing House and

Business Day” most of the banks in Israel are open for transactions;

“Debentures” Registered Debentures (Series A) of NIS 1 par

value, which are offered under this Propsectus;

“The Trustee” Reznik Pax Nevo Trusts Ltd. and/or anyone serving
from time to time as trustee for the Debenture

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

“Special Resolution” 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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“Rating”

“Rating Company”

the outstanding par value of the Debentures (Series

A), which is represented in the vote;

Rating by a rating agency authorized by the
o - o &

Supervisor of the Capital Market, Insurance and

Savings in the Finance Ministry;

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 shail have the meaning

5

set forth in the table below:

“ALY

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+7’

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

GSBBB”

by another rating company which is rating or will rate the

Debentures (Series A).

“BRB-”

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).

[13 BB_'_??

iIBB+ 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




2.8.1

2.8.2

2.8.2.1

2.8.2.2

2.823

2.83

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 value 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




2.8.6

2.8.6.1

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 Effective 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 till 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. Thai 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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2.8.6.3

2.8.64

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

a notice sent by registered mail to 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 earliest 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 lgfted, 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 nct 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 1

the Deed o

7 of 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 datc of the Debentures (Series A)

shall be transferred to the Company’s possession, and it may use the remaining
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2.8.7.5

2.8.8

2.8.9

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 law 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

2.8.113

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 Icgal 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 rcasonable proof of the payment thercof. 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
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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 "transferee,” 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. (hereinafter — “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
(hereinafter — “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.
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To the best knowledge of the Company, o1
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 ;[he 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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2.8.12.2

of Debentures (Series B) of Ampal American Israel Corporation (hereinafter -
"Ampal") learned that, that Merhav MNF Ltd., a subsidiary of Ampal (hereinafter -
"Merhav") and Mr. Yossi Maiman (hereinafter: “Maiman"), the controlling
shareholder of Merhav, 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 Merhav.
According to Merhav and Maiman, the actions carried out by RPN and others during
the negotiations to formulate an arrangement with the crediiors 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.

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

Purchase of debentures by the Company and/or a related person

and the implementation of a distribution Section 3 of the Deed of Trust
B. Issuance of supplementary debentures Section 4 of the Deed of Trust
C Adjustment of the interest rate due to changes in the rating of Secti 59 and 5.3 of the Deed
" | the Debentures (Series A) and/or as a result of non-compliance eetions . afnT. 2 ofthe Dee
with a financial covenant of Trust
D. Collateral Section 6 of the Deed of Trust

E. Early redemption initiated by both the TASE and the Company Section 7 of the Deed of Trust

F. Right to declare the debentures due and payable Section & of the Deed of Trust
Claims and proceedings instituted by the Trustee, if any, against
G. N ’ ’ Section 9 of the Decd of Tru
the Company ection 9 of the Deed of Trust
. Trust of proceeds received by the Trustee as a result of

declaring the debentures due and payable and/or as a result of | Section 10 of the Deed of Trust
proceedings taken by the Trustee, if taken, against the Company
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I Trustee’s powers to delay the distribution of funds Section 12 of the Deed of Trust
J. Trustee’s notice regar»dmg payments to .Debenture Holders of Section 13 of the Deed of Trust
funds received by it _
K. Company’s failure to pay the.Debenture Holders for reasons Section 14 of the Deed of Trust
beyond its control

L. Investment of funds Section 17 of the Deed of Trust

M. The Company’s undertakings to the Trustee Sections 18 tOT}.SS?f the Deed of

N. Trustee’s reports to the Debenture Holders Section 22 of the Deed of Trust

0. Special powers of the Trustee Section 24 of the Deed of Trust

P. Trustee’ powers to engage agents Section 25 of the Deed of Trust

Q. Indemnification of the Trustee Section 26 of the Deed of Trust

R. Notices Section 27 of the Deed of Trust

S. Waliver, settlements or alterations to the Deed of Trust Section 28 of the Deed of Trust

T. Appointment of Trustee and Termination of Trustee's Office Section 31 of the Deed of Trust

u. Trustee’s fees Appendix 23 of the Deed of

Trust

V. Register of Debenture Holders Section 29 of the Deed of Trust
Sections 9 and 10 of the Terms

W. Split and transfer of debentures Overleaf in the First Addendum

to the Deed of Trust

Section 32 of the Deed of Trust

X, Meetings of Debenture Holders and the Second Addendum to

the Deed of Trust
. ) ) The Third Addendum to the
Y. Representation of the Debenture Holders Deed of Trust
2.9 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.

B-38




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



Appendix 1

Deed of trust for the Debentures (Series A) and its appendices
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Company rating report Midroog Ltd.




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

Between:
Urbancorp Inc.

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/O 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. (hereinafter — “Midroog”) 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 was 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, to 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 Company has applied to the Trustee to serve as Trustee for the holders of
Debentures(Series Aj and the Trustee 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 thc appendixcs attachcd 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 purposc of convenience and easicr 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
[sracli 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'.

1.5 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;

1.53  “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
[sraeli law and the provisions of the Trust Deed and that there is no contradiction between the provisions pertaining
o Debentures specified in the Prospectus and the provisions of the Deed of Trust and the documents attached

thereto.



1.54

1.5.5

1.5.6

1.5.7

1.5.8

1.59

1.5.10

1.5.11

1.5.12

1.5.13

1.5.14

1.5.15

1.5.16

1.5.17

“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 (Series

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



1.5.18

1.5.19

1.5.20

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 least fifty percent (50%) of the nominal

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

A resolution 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:

6L A 66
LA

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+ " ilBBB+ 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).

ilBBB as rated by Maalot or Baa2 as rated by

Midroog or a rating equivalent to these ratings,




LG

which will be assigned by another rating
company which is rating or will rate the

Debentures (Series A).

“BRBB-¢“

ilBBB- 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).

“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

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 quarterly
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.




2.1

2.2
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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 is not 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

on the TAS

110

tor therr entire Iife-term
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will act in an optimal manner for their trading

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 constitute10% 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

i H A C ¢ et nestiral valiia o iy snsiim il A8
fifth payment will constitute 24% of thc 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 failure 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)

? For further details see footnole 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”).

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

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.



The controlling sharcholder 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
ities held by them on t
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.

It is clarified that as of the date of signing this Deed the Company is not subject to any
restriction with respect to the distribution of dividends or the buyback of its shares,
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




4.1
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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; (¢) 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



£

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.

If 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 |
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 (Serieé A) and/or the
approval of the Trustee, as the case may be, including to a Related Persori (as itv 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 (¢) 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 shat! 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

5.2

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 ail 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:

It is hereby clarified that if an adjustment of the interest rate is requircd 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 beiow 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; (¢) 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 “Ovriginal 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 Company to the Debenture Holders (Series A) in the nearest interest
payment, arisirig 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.

If the date of the Rating Downgrade in respect of the Debentures (Series A) falls
during the period commencing four days betore 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 thai
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.
It 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
which 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 of the
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 (it'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
terin of the Debentures (Series Aj and iv thai end the Company undertakes to pay
the rating company all the amounts which it has undertaken to 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)

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%;

¢. 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;



"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

[t 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%.

[n this regard:

“The Additicnal 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 faiiure 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 ied 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 ot 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. If the 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 financial 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; (¢) 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%; (e) 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; () the annual interest rate arising from the weighted interest rate; (g) the



W34

ot

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 payment
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

pubiish an Immediate Report stating the accurate interest rate payabie on the next

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%.

It 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.

It 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 sharehoider, or the
Company’s irregular transactions with another person, in which the controtling
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 corttracts 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
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(without financial consideration), and except for irreguiar sales transactions (as

specified below);
{Above and hereinalier; “Special Transaciions™)
With respect to section 5.6 , for the avoidance of doubt, it should be noted that the
transactions described 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 partners 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
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in trust for Debenture Holders (Series A) (hereinafter: the "Interest Cushion
Account”). The transfer of funds shall 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 lower 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.

[t 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.

[t is clarified that failure 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 shalf give rise to
grounds to call for immediate repayment of the balance of Debentures (Series A) in
circulation as specified in section 8.1.32 hercunder.

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 transfer the funds to the Cushion Interest Account, the
Trustee shall not have the ability to prevent this violation but shall 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 obtaining 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.

[. It is 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.

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 administration.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 datc 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
properties 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

s

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 Israet from time to time.

At the time of the appointment and replacement of the Company Representative in Israel, 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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6.1.10

6.1.11

"Mallow Property
Company"

"Patricia Property

Company"

"Caledonia Property
Company"

"Downsview Property
Company"

"Subsidiaries™

"Lawrence Project’

"Mallow Project™

41t

"Patricia Project

"Caledonia Project”

"Downsview Project"

Urbancorp (Mallow) Inc.

/1)

Urbancorp (Patricia) Inc.

Urbancorp St Clair Viilage 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
arca 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:

Downsview Phase I — 491



townhomes with a total saleable
area of 769,763 sq. ft.;

Downsview Blocks A & P —473
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.



6.1.12

6.1.13

6.1.14

6.1.15

“Backup Projects”

“Liability value of the
debentures”

"Dedicated account"

"Owners loans"
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[.awrence 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 ot 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 inierest
(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 i 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, thai will serve as
working capital (full or partial) in the
relevant Backup 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"

i

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
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“Inspector”

Downsview Project) in the Trust
Account managed thereby, wherein it is
the sele 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 Inspector will remain in office until
the end of the project (even after
payment of the liabilities to the lenders)
or until after redemption of the
outstanding balance 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.

It 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
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6.1.20

"Mattamy"

“Surplus”

.37

does not have the ability to ensure that
the Subsidiary will communicate with
the Inspector and it relies 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 levies,
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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“Working capital”
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Inspector are required to be held as a
reserve, all in accordance with the
budget of the project i
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.

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 fulfiliment 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:

621

6.2.2

A fixed, exclusive first lien, unlimited in amount, on the Dedicated Account, as specified

above and set forth in section 6.4 below;

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;



« 59 -

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:

6.3.1

63.2

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/or 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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6.3.7
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the waterfall distribution set forth in the partnership agreement in the Downsview
Project, inciuding for the repayment of the Owners Loans, wili be transferred only

to the Dedicated Account and not to any
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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 Legal 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
lawyer, 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 etc. 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) (including 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
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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
financing banks and/or their calculations.

It 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 availablie to the Trustee by faw
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 Backup Projects.

T
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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 ghe Trustee to 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

6.5.2

6.5.3

6.5.4

6.5.5

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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6.5.7

6.5.8

6.5.9

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 loan amount will not be valid,
except against the said repayments amounts and dates as specified above in this
section only. '

6.5.10 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

6.6.2

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 impiicitly 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 I'rustee 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
Jlaw 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.

It 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 proceeds (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 into 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 Trustee 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



6.7.3

will be transferred to the Company in accordance with its instructions, And the

foliowing are the documents:

6.7.2.1 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, infer alia, the lien on the Dedicated Account is
not in contradiction of the other undertakings of the Company,

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

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

6.7.2.5 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.

6.7.2.6 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 of the 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 Loans (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.



The amount to be transferred from the Dedicated Account for the purpose of
providing an Owners Loan io 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 loan 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 Irrevocable notice of instructions, 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.

6.8.1.6 lrrevocable notice of instructions to Mattamy, with wording acceptable to
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.
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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

693

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
assets.

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



6.9.4

6.9.5

6.9.6

6.9.7

6.9.8

- B8 -
applicable by law or agreement on transfer of ownership thereof or pledge thereof
and/or exercise thereof and/or iransfer 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 in 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 Company
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 mcasurcs nceessary 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.



6.9.9 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.

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

6.9.11 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 voluime 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. 1t 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 will rely on
the said notifications of the Company, without the need to carry out additional
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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 Company 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

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 (Scrics 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
mecting 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/dolfar 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 submit 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 betow:
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(1) The Company’s consolidated nominal equity (excluding minority interests) will
not be less than $65 million (this amount will not be linked to the CPI)

(hereinafter: 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
Jess than 18% (hereinafter: “Assets to Equity Ratio” or the “Minimum Assets

to Equity Ratio”).

3) The ratio 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 to 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



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 (Serieé 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
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 specitied in section 5.2 above, the undertaking of the Company to
comply with the covenants specitied 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 funds deposited in the
Dedicated Account (as specified in section 6.1.14 below) is equal to 100% of the
liability value of the Debentures piué 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 ihe daie of the said resotuiton io delisi 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.
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Early redemption at the discretion of the Company
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The Company may, at its sole discretion,

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

For purposes of this section, “quarter” shall mean any of the following periods:

January-March, April-June, July — September, October — December.

The minimum amount of an carly 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 tive (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 Immediate Report, the Company will publish the early
redemption amount of the principal and the interest accrued on the principal untii 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 implemeﬁted 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
redeemed 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 daté; (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 below) plus 1.75% per annum. The
discounting of the Debentures (Series A) that are called for early redelﬁption, 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 amount.

The right to declare the Debentures due and pavable

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:



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.

[t 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 paralle! 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.
It 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
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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 tefnporary 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



8.1.11

L 6d

proceedings in accordance with foreign law, corresponding in all material

aspects, to the Israeli process.

[fan 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 tiled 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 a real concern that the Company will not meet, or that the Company
has failed to meet, its material obligations toward the debenture holders
(Series A). It is clarified that the Company’s material obligations inter alia

include the amounts of payment to the holders and the dates thereof.

[f 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

[f 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.

[f 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 contrplling 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 doubt 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
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,

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. It 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
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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
Jeast 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.

[f 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

consccutive quarters.

[f 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;

[f 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.

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 (¢) 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.

If a merger 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.



8.1.22

8.1.23

8.1.24

8.1.25

"~
[
o
oS8

[t should be clarified that for the purpose of this subsection, the merger
proceeding will be a proceeding in accordance with [sraeli law, or parallel
proceedings in accordance with foreign law, in all material aspects to the

Israeli proceeding..

[f trading 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.
[f the Company is liquidated or deleted for any reason whatsoever.

[f 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 A) 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, infer alia, failure to make the payments that the
Company has undertaken to pay the rating company and failure to deliver the
reasonable reports 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).

[f 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 | of the Securities Law.

If the Company does not publish a tinancial statement as is it required to

publish under any law, within 30 days of the final date for publication thereof.
If the 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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If the Company breaches its obligations with respect to approval of special

transactions as specified in section 5.6 above

If the Company breaches its undertaking to deposit funds in the Interest

Cushion Account within 14 business days of the relevant date.

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.

[f the 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.

If one 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.

If the 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.

If the 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

If the 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.

If the Company breaches its undertaking in section 5.9 above not to operate

outside Canada.

If a "going concern" note is recorded in the financial statements of the

Company for a period of two consecutive quarters.

Upon the occurrence 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 shali apply, as applicabie:

8.2.1

8.2.2

8.2.3

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
ol 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 canceiled.

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%) ot 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 declarc 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 of 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 bé of the opinion 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.

Claims and proceedings by the Trustee

9.1

9.4

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 obligation under the Trust Deed. Nothing
in the foregoing shall prejudice and/or derogate from the Trustee’s right (o 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 faw. 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 (Scrics
A), unless it warrants that under the circumstances this is not justified and/or
reasonable and appeals to the appropriate court to 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).

9.5 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 to
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 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;

10.2 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; (h) 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; (¢) 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 [t 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 throush the Trustee

The Trustee may instruct the Company in writing to transfer to 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 fo 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 full 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
reasonably to obtain the amounts due to the Holders from the Company, which was used to

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 accruals 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 1 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 instaliment not paid in a timely fashion, as set out in section
14.1 above, and shaU 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 settiement of such instaliment, and, in the event of settiement 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 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 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 o‘fiall 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 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 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.

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

15.2

153

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.

A receipt 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 exemption of the Company in connection with the

performance of the payment of the sums designated in the receipt.

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) (o 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.

16.3 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, to its satisfaction, has been given 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 Lo 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 Qrdera 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 Israel 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 investments less its fees and expenses, less the fees and expenses
related to the said investment and the management of the trust accounts and less the mandatory
payments that apply to the trust account, and with respect to the remainder of said funds, the

Trustee shall act in accordance with the provisions of sections 12 and/or 14 above, as applicable.

The Company’s undertakings to the Trustee

The Company hereby undertakes to the Trustee, so long as the Debentures (Series A) have not

been repaid in full, as follows:
18.1 To continue to conduct the Company’s business in an efficient and appropriate manner.

18.2 To maintain orderly books of account in accordance with accepted accounting
principles, to maintain the books and documents used as their references (including

deeds of pledge, mortgage, accounts and receipts) in its offices, and to allow the
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18.6

18.7

Trustee and any authorized representative of the Trustee to review, on a date to be
coordinated in advance with the Company, and in any case no later than 5 business
days from the date of request of the Trustee, any book and/or document, as aforesaid,
which the Trustee asks to review. In this context, an authorized representative of the
Trustee means a person designated by the Trustee for the purpose of such review, by
means of a written notice on the part of the Trustee, to be given to the Company prior
to the said review, subject to an undertaking of confidentiality subject to the provisions

of section 31.12 below.

To notify the Trustee in writing, as soon as reasonably possible, and no later than one
business day after learning, of any event of imposition of an attachment on the
Company’s assets (as this term is defined in section 8.1 above), and in the event of
appointment of a receiver, a special administrator and/or temporary or permanent
liquidator and/or a Trustee for a material asset of the Company, who were appointed as
part of a motion for suspension of proceedings pursuant to section 350 of the
Companies Law, 5759-1999 against the Company, and to take, at its expense, all
measures required to remove such attachment or to cancel the receivership, liquidation
or administration, as applicable. The Company will update the Trustee regularly on the

management of the said proceedings.

To advise the Trustee in writing, immediately upon the Company learning of, and no
later than one business day of the occurrence of one or more of the events set forth in
section 8.1 above, including the subsections thereto. The provisions of this section 18.4
shall be implemented by the Company without taking into account the remedy period

and the waiting period set forth in section 8.1 above, if any.

To advise the Trustee in writing, no later than 30 days from the date of issue of the
Debentures (Series A), pursuant to this Deed, an amortization table for the payment of

the Debentures (principal and interest).

To deliver to the Trustee a signed written notice by the chief financial officer of the
Company, within 5 business days, of the performance of any payment to the Debenture
Holders and the remaining amounts which the Company owes, on that date, to the

Debenture Holders, after the performance of the above payment.

To deliver to the Trustee, immediately upon receipt thereof, any report that it is

required to submit to the Securities Authority, an Immediate Report via the Magna
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system and any report or information that will be published (in full) by the Company on
the Magna system shall be deemed to have been delivered to the Trustee.
Notwithstanding the aforesaid, at the Trustee’s request, the Company shall deliver to

the Trustee a printed copy of the report or information as aforesaid.

To deliver to the Trustee copies of notices and invitations issued by the Company

and/or the Trustee to the Debenture Holders, as stated in section 28 of this Deed.

To cause the chief financial officer of the Company to provide the Trustee and/or such
persons as he may instruct, within 5 business days of the request of the Trustee, any
explanation, document, calculation or information regarding the Company, its business
and/or assets, which shall be reasonably required, at the Trustee’s reasonable
discretion, for the purpose of reviews conducted by the Trustee to protect the

Debenture Holders.

To invite the Trustee to attend general meetings (whether annual general meetings or
extraordinary general meetings of sharcholders of the Company) of shareholders of the
Company (with no participation or voting rights) that shall take place in Israel (in as
much as they take place). The publication of an invitation to a general meeting of
shareholders of the Company via the Magna system shall be deemed as invitation of the
Trustee for purposes of this section. For as long as the Company is a debenture
company (as defined in the Companies Law) - to provide the Trustee with signed
minutes of shareholders meetings within one business day of the date of signing said
minutes.
As long as the Series A Debentures have not been repaid in full, to provide the Trustee
with the following reports:
[8.11.1 Audited annual financial statements of the Company, and reviewed quarterly
financial statements of the Company, no later than the dates designated

therefor in accordance with the Securities Law, even if the Company ceased

to be a reporting corporation.

18.11.2 Ifand as long as the Company is a public company (as the term is defined in
the Companies Law) — a copy of each document transmitted by the Company
to all its shareholders or to all the holders of the Debentures and details of
any information transmitted to them by the Company by other means,

including any report submitted by law to the Securities Authority (Immediate
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Reports), immediately upon its publication. As long as the Company is a
debenture company — to provide the Trustee with a copy of each document
transmitted by the Company to all the holders of the Debentures and details
of any information transmitted to them by the Company by other means,
including any report submitted by law to the Securities Authority (Immediate
Reports), immediately upon its publication. An Immediate Report through
Magna and any report or information which will be published by the
Company through Magna will be considered as having been delivered to the

Trustee.

18.11.3 To provide the Trustee, at its first written request, with a signed written
confirmation by an accountant that all the payments to the Holders of the
Debentures have been made on time, and the balance of nominal value of the

outstanding Debentures.

18.11.4 Ifthe Company ceased to be a reporting corporation, the Company shall
provide with the Trustee, in addition to the provisions of sections 18.3 to

18.11 above, annual, quarterly and Immediate Reports, as specified below:

(a) An annual report that includes the information specified in Appendix
5.2.4.8 to Chapter 4 of Part I1I (Management of Investment Assets and
Provision of Credit) Title 5 (Principles of Business Management) of the
Consolidated Circular3 or as shall be updated from time to time, no later
than 60 days from the date in which the Company would have been
required to publish its financial statements had it been a reporting

corporation;

(b) A quarterly report that includes the information specified in Appendix
5.2.4.9 to Chapter 4 of Part Il (Management of Investment Assets and
Provision of Credit) Title 5 (Principles of Business Management) of the
Consolidated Circularl or as shall be updated from time to time, no later

than 30 days from the date in which the Company would have been

3 http: //0zar.mof.gov.ilzhon/2001/law/Codex.asp
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required to publish its financial statements had it been a reporting

corporation.

(¢) AnImmediate Report upon the occurrence of any of the events specified
in Appendix 5.2.4.10 to Chapter 4 of Part IT (Management of Investment
Assets and Provision of Credit) Title 5 (Principles of Business
Management) of the Consolidated Circular! or as shall be updated from
time to time. The report will be published on the date in which the
Company would have been required to report the event pursuant to
Regulation 30(B) of the Securities Regulations (Periodic and Immediate

Reports), 1970 and or any regulation that replaces it.

To deliver to the Trustee no later than 5 business days from the date of the request of
the Trustee, upon his request, a declaration and/or declarations and/or documents
and/or details and/or additional information on the Company (including explanations,
documents and calculations regarding the Company, its business or assets) and to
instruct its accountant and its legal consultants to do same, upon reasonable request in
writing by the Trustee, no later than 7 business days from the date of request by the
Trustee, if, in the Trustee’s reasonable opinion, the information is required by the
Trustee to exercise the powers and authority of the Trustee and/or his representative
under the Trust Deed, including information that could be essential in protecting the
rights of the Debenture Holders provided the Trustee acted in good faith, and subject to

the confidentiality undertaking, as stated in section 31.12 below.

To deliver to the Trustece all the reports or notices as specified in Article 35J of the

Law.

No later than 10 business days after the publication of the Company’s annual or
quarterly financial statements, as the case may be, the Company shall furnish to the
Trustee a written detailed confirmation with the addition of an active Excel file, sfgned
by the chief financial officer, regarding the Company’s compliance with the financial
covenants set forth in section 6.4 of this Deed. The Trustee will rely on the said

certification and will not be required to carry out further examination on its behalf.

No later than 10 business days after the publication of the Company’s quarterly
financial statements, and as long as this Deed of Trust is in effect, the Company shall

furnish to the Trustee, a written confirmation by the Company, signed by authorized
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signatories on its behalf as well as the Chairman of its Board of Directors and/or
General Manager, that during the period from the date of the Deed and/or the date of
the previous confirmation delivered to the Trustee, whichever is later, and until the date
of the confirmation, the Company was not in violation of this Deed and the terms of the

Debentures (Series A), unless it expressly states otherwise.

On April 10 of each year, for the previous calendar year, and as long as this Deed of
Trust is in effect, the Company shall deliver to the Trustee, a written confirmation
signed by the chief financial officer of the Company with regard to interest payments
and/or payments on account of the principal, in connection with the Debentures (Series
A), which became due prior to the date of confirmation, and the date of payment, and
the balance of nominal value of outstanding Debentures (Series A) as of the date of
confirmation; as well as confirmation by a director of the Company and by its general
manager, that on the year ended December 31 the Company was not in breach of the
terms and restrictions stipulated in the Deed of Trust (including specific terms and
restrictions in the Deed and in the Debentures, which the Trustee shall ask the
Company to address in the confirmation), unless expressly stated otherwise in the said

confirmation.
Inform the Trustee in writing of any change in its name or address

The Trustee may instruct the Company to report forthwith on the Magna system, in the
Trustee’s name, any report the wording of which shall be delivered in writing by the

Trustee to the Company, and the Company shall be obligated to report the said report.

Additional undertakings

19.1

To the extent that the Debentures are declared due and payable, as defined in section 7
above, the Company shall perform, from time to time and any time it is required by the
Trustee, all the reasonable acts to enable the exercise of the powers vested in the

Trustee, and in particular the Company shall take the following actions, no later than 7

business days from the date of request by the Trustee:

19.1.1 Make the statements and/or sign all the documents and/or execute and/or cause
the execution of all the necessary or required actions under the law, in order to
validate the exercise of the powers and authority of the Trustee and/or its

representative under this Trust Deed.
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19.1.2  Give all the notices, instructions and orders that the Trustee considers
beneficial and requires same for the purpose of implementing the provisions of

the Trust Deed.

19.2 For purposes of this section — a signed written notice by the Trustee, confirming that an
action required by it, within its powers, is a reasonable action, shall constitute prima

facie evidence.

20.1 The Company hereby irrevocably appoints the Trustee as its agent, to execute and carry
out in its name and in its stead, all the technical actions that it will be required to carry
out under the terms of this Deed, and in general to act in its name in relation to the
actions that the Company is obligated (o carry out under this Deed and has not carried
out or to exercise part of the powers it holds, and to appoint any other person as the
Trustee deems fit to perform its duties under this Deed, provided the Company has not
carried out the actions it is required to carry out under the terms of this Deed within 14
days as determined by the Trustee, as of the date of the Trustee’s instruction, and

provided it acted reasonably.

20.2 An appointment as stated in section 20.1 above shall not obligate the Trustee to take
any action and the Company hereby exempts the Trustee and its representatives in the
event that they do not take any action, and the Company hereby waives any claim
toward the Trustee and its representatives in respect of any damage that was incurred or
may be incurred to the Company directly or indirectly, in respect of that, on the basis of

any action that was not taken by the Trustee and its representatives as aforesaid.

Other Agreements

Subject to the provisions of the Law and the restrictions imposed on the Trustee under the law,
the fulfillment of its role as Trustee, under this Deed, or its very status as Trustee, shall not
prevent the Trustee from entering into various agreements with the Company, or entering into
transactions with the Company in the ordinary course of its business, provided that the Trustee

has no conflict of interest with his service as Trustee for the Debentures (Series A)..

Trusteeship reports

i The Trustee shali be required to submit a report with regard to the acts performed by it

Iale)
L.

in accordance with the provisions of Article 35 H(1) of the Securities Law.
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22.4
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Until June 30 of each year the Trustee shall prepare an annual report for the previous
calendar year on trust affairs (hereinafter: the “the Annual Report”). The annual report

will include details of the following items:
22.2.1 Ongoing details of the trust issues in the past year.

22.2.2 A report of irregular events in connection with the trusteeship that occurred in

the past year.

The Trustee will publish (itself or through the Company at the Trustee’s 1'equeé't) the

annual report on the Magna system.

If the Trustee learns of a material breach of the terms of this Deed and/or the terms of
the Debentures (Series A) of the Company, on the part of the Company, as from public
reports issued by the Company or the Company’s notice to the Trustee pursuant to
section 18.4 above, it will notify the Debenture Holders (Series A) of such breach and
the steps taken by the Trustee to prevent it or to enforce the Company’s compliance
with the obligations, as the case may be. Such duty shall not apply if this is an event
that was published by the Company under the law. Such duty of the Trustee is subject

to its knowledge of the said breach.

The Trustee shall inform the Company of each submitted report pursuant to this section

22.

Remuneration of the Trustee and reimbursement of its expenses

The Company shall pay the Trustee a fee as specified in Appendix 23 of this Deed.

Special powers

24.1

24.2

The Trustee will be entitled to deposit all the deeds and documents which evidence,
represent and/or specify its right under this Deed including in connection with any asset
held by it at the time, in a safe and/or at another place it may choose, with any banker

and/or bank and/or with an attorney.

The Trustee may, as part of the execution of the Trust affairs under this Deed, to enlist
the opinion and/or advice of any attorney, accountant, appraiser, assessor, surveyor,
mediator or other specialist (hereinafter: “the Consultants”) and to act in accordance
with its conclusions, whether such opinion or advice has been prepared at the request of
the Trustee and/or at the Company, and the Trustee shall not be responsible for any loss

or damage caused in consequence of any act and/or omission performed by it, on the
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basis of such advice or opinion, unless a peremptory judgment has determined that the
Trustee has acted negligently (except for negligence which is exempt by law as shall be
in effect from time to time and/or in bad faith and/or maliciously). The Trustee shall
provide a copy of such opinion or advice to the Debenture Holders (subject to proof of
ownership of the Debentures), at their request. The Company shall incur all the
expenses of employing the Consultants who are appointed as aforesaid, provided,
insofar as necessary under the circumstances of the maiter and io the exteni that this
shall not prejudice the rights of the holders, that the Trustee gives the Company prior
notice of its intent to obtain such expert opinion or advice. Tt is clarified that the
publication of the results of a meeting of debenture holders with respect to a resolution
to appoint the said Consultants shall constitute sufficient notice to the Company f

or

purposes of this section.

Any such advice and/or opinion may be given, forwarded or received by means of a
letter, telegram, facsimile and/or any other electronic means for transmission of
information, and the Trustee shall not be responsible for any acts performed by it on the
basis of any advice and/or opinion and/or information transmitted in one of the
aforesaid manners, notwithstanding that it contained errors and/or was not authentic,

unless such errors could have been detected under a reasonable examination.

Subject to any law, the Trustee shall not be obligated to inform any party of the signing
of the Deed of Trust and may not intervene in any way whatsoever in the management
of the Company or its affairs, unless it is pursuant to the authority vested in the Trustee
under this Deed or as agreed between the Company and the Debenture Holders (Series
A) and the Trustee. Nothing stated in this section shall limit the Trustee in the actions it

is required to perform under the Trust Deed.

The Trustee shall use the trust, powers, authorizations and authorities conferred on it
under this Deed, at its absolute discretion and subject to the other provisions of this
Deed. In doing so, it shall not be responsible for any damage and/or loss and/or expense
caused to the Company and/or the Debenture Holders and/or which they will have to
incur in consequence of any act and/or omission performed by the Trustee , including
as a result of errors in judgment, unless a peremptory judgment has determined that the
Trustee has acted negligently (except for negligence which is exempt by law as shall be
in effect from time to time) and/or in bad faith or maliciously or in violation of the

provisions of this Deed, all subject to and in accordance with the statutory provisions.
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The Trustee’s power to engage agénts

The Trustee may, as part of the management of trust attairs, appoint an attorney or other agent/s
to act in its stead, to perform or participate in the performance of special acts to be performed
with respect to the trust and pay a reasonable fee to any such agent, and, without derogating
from the generality of the foregoing, institution of legal proceedings. The Trustee may also pay,
at the Company’s expense, the fees of any such agent including by deducting the payment from
the funds received by it and the Company shall reimburse the Trustee immediately upon its first
request for any such expense, all provided the Trustee gave the Company advance notice
regarding the appointment of agents as aforesaid insofar as it is possible under the circumstances
and to the extent that this will not prejudice the rights of the holders. It is clarified that the
publication of the results of a holders meeting with respect to a resolution to appoint agents as

aforesaid shall constitute sufficient notice for the Company.

It is clarified that the appointment of said agent shall not release the Trustee from any

responsibility for its actions and for the actions of its agents.

Indemnification of the Trustee

26.1 The Company and the debenture holders (on the relevant effective date as
provided in section 26.6 of the Deed of Trust, each in respect of their undertaking
as provided in section 26.4 of the Deed of Trust) hereby undertake to indemnify
the Trustee and all its officers, employees and shareholders and any proxy or

expert appointed by it (hereinafter: "Parties Entitled to Indemnification"):

26.1.1 For any damage and/or loss and/or for any monetary charge under any
judgment (for which no stay of execution was granted) or under any
completed settlement (and insofar as the settlement relates to the
Company, the Company gave its agreement thereto), arising from actions
that were performed by the parties entitled to indemnification or which
they are required to perform under the provisions of this Deed and/or by
law and/or by order of a competent authority and/or in accordance with
any statute and/or upon the demand of the holders of Debentures (Series

A) and/or upon the Company's demand; and

26.1.2 For the fee of the parties entitled to indemnification and expenses which
they incurred and/or are about to incur, and for any damage and/or loss

caused to them due to actions which they performed or are required to



perform under the provisions of this Deed and/or by law and/or by order
of a competent authority and/or in accordance with any statute and/or

upon the demand of the holders of Debentures (Series A) and/or upon the
Company's demand and/or in connection with the exercise of powers and
authorizations conferred by this Deed and in connection with all kinds of

legal proceedings, opinions of lawyers and other experts, negotiations,

thing done and/or not done in any way in connection with the subject

matter hereof.
All on condition that:

26.1.3 'The parties entitled to indemnification do not demand to be indemnified
in advance in a matter that does not brook delay (without prejudice to

their right to retroactive indemnification);

26.1.4 It was not determined in a peremptory rule that the parties entitled to
indemnification acted in bad faith and the action was done outside the
framework of their duties, not in accordance with the statutory provisions

and/or not in accordance with this Deed of Trust;

26.1.5 It was not determined in a peremptory rule that the parties entitled to
indemnification were guilty of non-exempt negligence under any law as in

effect from time to time;

26.1.6 It was not determined in a peremptory rule that the parties entitled to

indemnification acted willfully.

The indemnification undertaking under this section 26.1 is hereinafter referred to

as the "Indemnification Undertaking."

[t is hereby agreed that in the event it is alleged against the parties entitled to
indemnification that: (1) they acted in bad faith, or outside the framework of their
duties, or not in accordance with the statutory provisions or the Deed of Trust;
and/or (2) they were guilty of non-exempt negligence under any law; and/or (3)
they acted willfully - the parties entitled to indemnification shall be entitled,
immediately upon demand, to payment of the amount of the indemnification
undertaking. However, where it has been determined in a peremptory rule that the

parties entitled to indemnification did in fact act in the manner alleged against
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them as set forth above, they shall refund the amounts of the indemnification

undertaking that were paid to them.

Without derogating from the compensation rights granted to the Trustee by law
and subject to the provisions of this Deed and/or the Company's obligations under
this Deed, the parties entitled to indemnification may be indemnified out of the
monies received by the Trustee from proceedings instituted by it, with respect to
obligations which they assumed, with respect to reasonable expenses which they
incurred in connection with the performance of the trust or in connection with
such actions as in their opinion were required for said performance and/or in
connection with the exercise of the powers and authorizations conferred by this
Deed and in connection with all kinds of legal proceedings, opinions of lawyers
and other experts, negotiations, discussions, claims and demands relating to any
matter and/or thing done and/or not done in any way in connection with the
subject matter hercof, and the Trustee may withhold the monies held by it and pay
out of them the amounts necessary for the payment of such indemnification. All
the above amounts shall have priority over the rights of the holders of Debentures
(Series A), subject to any statutory provisions and provided that the Trustee acted
in good faith and in accordance with the duties imposed on it by any statute and
by this Deed. For purposes of this section, an action of the Trustee that was
approved by the Company and/or the debenture holders shall be deemed an action

that was reasonably required.

Without derogating from the validity of the indemnification undertaking in section
26.1 above, where the Trustee is obligated by the terms of the Deed of Trust
and/or by law and/or by order of a competent authority and/or in accordance with
any statute and/or upon the demand of the holders of Debentures (Series A) and/or
upon the Company's demand to do any action, including but not limited to the
institution of proceedings or the filing of claims upon the demand of the holders
of Debentures (Series A), the Trustee may abstain from taking any such action
until it receives from the Company, to its satisfaction, a monetary deposit in the
amount required to cover the indemnification undertaking (hereinafter: "the
financing cushion"), with first priority, and in the event that the Company does
not deposit the full amount of the financing cushion within the time it was

required to do so by the Trustee, the Trustee shall address to the holders of
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Debentures (Series A) on the effective date (as provided in section 26.4 below) a

request to deposit the financing cushion with it, each according to their

proportionate share (as this term is defined hereinafter). If the holders of

Debentures (Series A) do not actually deposit the full amount of the required

financing cushion, the Trustee shall not be obligated to take the relevant action or

institute the relevant proceedings. The foregoing shall not exempt the Trustee

from taking any urgent action required o prevent material harm to the rights of

the holders of Debentures (Series A)

%7

The Trustee is authorized to determine the amount of the financing cushion, and it

shall be entitled to act again to create an additional financing cushion, from time

to time, in an amount to be determined by it.

The indemnification undertaking;:

26.4.1

26.4.2

Shall apply to the Company in case of: (1) actions that were performed
according to the Trustee's judgment and/or in accordance with any statute
and/or that were required to be performed under the terms of this Deed of
Trust or for protecting the rights of the debenture holders (including due
to a holder's demand required for such protection); and (2) actions that
were performed and/or that were required to be performed upon the

Company's demand.

Shall apply to holders on the effective date (as provided in section 26.6 of
the Deed of Trust) in case of: (1) actions that were performed and/or that
were required to be performed upon the demand of the debenture holders
{exciuding actions iaken as siaied upon the demand of hoiders for
protecting the rights of the debenture holders); and (2) nonpaymevnt by the
Company of the amount of the indemnification undertaking due from it
under section 26.3 of the Deed of Trust (subject to the provisions of
section 26.6 of the Deed of Trust). It is clarified that payment in
accordance with subsection (2) above shall not derogate from the
Company's obligalion to bear the indemnification undertaking in

accordance with the provisions of section 26.4.1.

[f the Company fails to pay the full amount required to cover the indemnification

undertaking, and/or does not deposit the full amount of the financing cushion, as
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the case may be, and/or if the holders were called upon to deposit the amount of

the financing cushion under section 26.2 above, the following provisions shall
apply:

26.5.1 First — The amount shall be financed out of the amounts of interest-and/or

principal which the Company is required to pay to the holders of
Debentures (Series A) after the date of the required action, and the

provisions of section 11 above shall apply.

26.5.2 Second —If in the Trustee's opinion the amounts deposited in the
financing cushion are not enough to cover the indemnification
undertaking, the holders on the effective date (as provided in section 26.4
above) shall deposit, each according to their propdrtionate share (as this

term is defined) the missing amount with the Trustee.

"Proportionate share" means: The proportion of the Debentures (Series A) held
by the holder on the relevant effective date as provided in section 26.4 above out
of the nominal amount in circulation on that date. It is clarified that the
calculation of the proportionate share shall remain fixed even if after that date

there is a change in the par value of the Debentures held by the holder.

It is clarified that the debenture holders who are liable to cover expenses as
provided in this section above, may bear expenses as provided in this section
above, beyond their proportionate share, and in such case the order of priorities as.
provided in section 10 of this Deed shall apply to the reimbursement of the

amounts.

26.6  The effective date for determining the obligation of a holder in respect of the
indemnification undertaking and/or payment of the financing cushion is as

follows:

26.6.1 1If the indemnification undertaking and/or payment of the financing
cushion is required pursuant to a resolution or an urgent action necessary
to prevent material harm to the rights of the holders of Debentures
(Series A), without a prior resolution of the meeting of holders of
Debentures (Series A) — the effective date for the obligation shall be the

end of the trading day on the day when the action was taken or the
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resolution was adopted, and if that day is not a trading day, then the

previous trading day.

26.6.2 If the indemnification undertaking and/or payment of the financing
cushion are required pursuant to a resolution of a meeting of holders of
Debentures (Series A) — the effective date for the obligation shall be the
effective date for participation in the meeting (as such date was specified
in the notice of invitation).

The payment by the holders in place of the Company of any amount that is due

from the Company under this section 26, shall not release the Company from its

obligation to bear such payment.

section out of the receipts held by the Trustee, see section 10 above.

Any notice by the Company and/or the Trustee to the debenture holders shall be given as

follows:

27.1

27.2

By reporting on the Magna system of the Securities Authority; the Trustee may
instruct the Company and the Company shall be obligated to make immediately on
the Magna system, on the Trustee's behalf, any reporl in the wording provided in
wrifing by the Trustee to the Company and solely in the cases specified below,
plus by the publication of a noticc in two daily newspapers with a wide
distribution published in Hebrew in Israel: (a) any arrangement or settlement
under section 350 of the Companies Law, 5759-1999; (b) merger. Any notice
published or sent as stated, shall be deemed to have been delivered to the

debenture holders on the day of its said publication (on the Magna system or in

the press, as applicable).

Any notice or demand by the Trustee to the Company or by the Company to the
Trustee may be delivered by a letter sent by registered mail to the address
specified in the Deed of Trust, or to another address of which one party has
notified the other in writing (including an email address), or by sending by fax or
by messenger, and any such notice or demand shall be deemed to have been
received by the Company: (1) if sent by registered mail — at the end of three

business days from the date of its deposit at the post office; (2) if sent by fax
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(together with a telephone verification of receipt) — at the end of one business day
from the day of its sending; (3) if sent by messenger — upon its delivery by the
messenger at the address or upon its presentation to the addressee for acceptance,
as the case may be; (4) and if sent by email — on the date of confirmation of

receipt by return email (which is not an automated return email).

[t should be noted that with respect to any notice the Company is required to
provide to the Trustee under this Deed of Trust, a report through Magna will

constitute notification to the Trustee.

28. Waiver, settlement and alterations to the Deed of Trust

28.1

28.2

28.3

Subject to any statutory provisions, except with respect to: (1) dates and payments
under the terms of the Debentures (including a technical change in the times or in
the effective date for their payment); (2) the interest rate including the additional
interest rate resulting from non-compliance with the financial covenants and from
changes in rating; (3) terms of repayment of the Debentures and grounds for
immediate repayment of the Debentures; (4) reducing the interest rate stated on
the Debentures; (5) a waiver regarding the implementation of payments and
reports that the Company must provide to the Trustee ; (6) provisions relating to
the expansion of the series; (7) financial covenants; (8) distribution restrictions;
(9) provisions regarding a negative pledge; the Trustee may, from time to time and
whenevér, in its opinion, this does not harm the rights of the holders of
Debentures (Series A), forgive any violation or non-fulfiliment of any of the terms
of the Debentures or non-fulfillment of any of the terms of the Deed of Trust by

the Company.

Subject to any statutory provisions and with the prior approval of the debenture
holders in a special resolution, the Trustee may, whether before or after the
principal of the Debentures (Series A) has come due, settle with the Company
regarding any right or claim of the holders of Debentures (Series A), waive any
right or claim of the holders of Debentures (Series A) or any of them against the
Company under the Deed of Trust and the Debentures (Series A), and agree with

the Company on any arrangement with respect to their rights.

If the Trustee settled with the Company, waived any right or claim of the holders

of Debentures (Series A) or agreed with the Company on any arrangement with
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respect to the rights of the holders of Debentures (Series A), after it received the
prior approval of the meeting of holders of Debentures (Series A) as provided
above, the Trustee shall be exempt from liability in respect of such action, as it
was approved by the general meeting, provided the Trustee did not breach its
fiduciary duty and did not act in bad faith or willfully in the implementation of the

resolution of the general meeting.

provisions, the Company and the Trustee may, whether before or after the

principal of the Debentures has come due, modify the Deed of Trust including its

appendices (including an alteration to the terms of the Debentures (Series A)), if
either of the following is fulfilled:

(a) If the Trustee is satisfied that the alteration does not harm the holders of
Debentures (Series A) (except with respect to: (1) dates and payments under
the terms of the Debentures (but including a technical change in the dates or
in the effective date for their payment); (2) the interest rate including the
additional interest rate resulting from non-compliance with the financial
covenants and from changes in rating; (3) the terms of repayment of the
Debentures and grounds for demanding immediate repayment of the
Debentures; (4) a decrease in the interest rate specificd in the Dcbentures; (5)
a waiver with respect to payments and reports which the Company is required
to make to the Trustee; (6) provisions regarding the expansion of the serics;
(7) financial covenants; (8) distribution restrictions; (9) provisions regarding a
negative pledge - which the Trustee may not agree to alterations and/or
waivers therein or in regard thereto), provided it notified the holders of

Debentures (Series A) in writing to that effect.

(b) The amendment was approved by the holders of Debentures (Series A) in a

special resolution.
The Company shall deliver to the debenture holders a notice by means of an
Immediate Report via the Securities Authority’s Internet site (the Magna system),
with respect to any alteration as above, immediately after it was made.

If the Trustee exercises its right under this section, it may require the holders of

Debentures (Series A) to deliver the debenture certificates to it or to the Company
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for recording therein a caveat regarding any settlement, waiver, alteration or
amendment as stated, and the Company shall record such a caveat at the Trustee's
request. If the Trustee exercises its right under this section, it shall give the
holders of Debentures (Series A) a written notice to that effect within a reasonable

time.

29, Register of Debenture Holders

29.1

29.2

30. Release

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 inspection 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 suffice to establish his right to be registered as a debenture

holder.

Upon proof to the Trustee's satisfaction that all the Debentures (Series A) were paid or

redeemed or upon the Company's depositing in trust with the Trustee amounts sufficient

for the full and final redemption of the Debentures at par, and upon proof to the Trustee's

satisfaction that its entire fee and all the expenses incurred by the Trustee and/or its

proxies in connection with its activity under the Deed of Trust and in accordance with its

instructions were fully paid to it, the Trustee shall be obligated, upon the Company's first

demand, to act with the monies deposited with it in respect of Debentures (Series A)

whose redemption was not demanded in accordance with the terms of this Deed.

31. Appointment of Trustee; Trustee's Duties; Trustee's Powers; Termination of

Trustee's Office
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The Company hereby appoints the Trustee as Trustee for the holders of
Debentures (Series A) only, pursuant to the provisions of section 35B of the

Securities Law.

The term of the appointment of the Trustee shall be until the date of convening of
a holders' meeting in accordance with the provisions of section 35B (al) of the
Securities Law.

From the effective date of this Deed of Trust, the Trustee's duties shaii be in
accordance with any statute and this Deed.

The Trustee shall act in accordance with the provisions of the Securities Law.

rustee shall represent the holders of Debentures (Series A) in any matier
arising from the Company's obligations towards them, and for this purpose it may

act to realize the rights vested in the holders by law or by the Deed of Trust.

The Trustee may institute any proceeding to protect the holders' rights in

accordance with any statute and as set forth in this Deed of Trust.
The Trustee may appoint agents as set forth in section 25 of this Deed.

The Trustee's actions shall be valid even if a defect is discovered in its

appointment or capacity.

The Trustee's signature on this Deed of Trust does not constitute an expression of
its opinion regarding the quality of the offered securities or the profitability of

investing in them.

The Trustee is not obligated to notify any party of the signing of this Deed. The
Trustee may not intervene in any way in the management of the Company's
business or interests, and this is not included among its duties. Nothing stated in
this section shall restrict the Trustee in any action it is required to perform in

accordance with the provisions of this Deed.

Subject to any statutory provisions, the Trustee is not obligated and does not have
a responsibility to act in a manner not provided for explicitly in this Deed of

Trust, so that any information, including about the Company and/or in connection
with the Company's ability to meet its obligations towards the debenture holders,

comes to its attention.
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Subject to any statutory provisions and the provisions of this Deed of Trust, by
signing this Deed the Trustee undertakes to keep confidential any information
provided to it by the Company, not to disclose it to another and not to use it in any
way, unless such disclosure or use is required for the fulfillment of its function in
accordance with the Securities Law, the Deed of Trust or a court order. Said duty
of confidentiality shall also apply to any proxy of the Trustee (including any
consultant, representative, etc.). It is clarified that the transfer of information to
the debenture holders for the purpose of reaching a decision relating to their rights
under the debenture or for the purpose of reporting on the Company's condition

does not constitute a violation of said confidentiality undertaking.

The Trustee may rely in the framework of its trusteeship on any written document,
including any letter of instruction, notice, request, consent or approval, purporting
to be signed or issued by any person or entity who the Trustee believes in good

faith to have signed or issued it.

The provisions of the Securities Law shall apply to the termination of the office of

the Trustee.

Upon the expiration of the office of the Trustee, a new Trustee shall be appointed

in its place in the holders' meeting.

Notwithstanding the foregoing, a holders' resolution to terminate the office of the
Trustee and replace it with another Trustee shall be passed at a meeting at which
holders of 50% of the nominal value of outstanding Debentures from the relevant
series are present, or at an adjourned meeting at which holders of at least 10% of

such balance are present, by a majority of 75%.

Subject to any statutory provisions, the Trustee whose office has expired shall
continue in office up to the appointment of another Trustee. The Trustee shall
transfer to the new Trustee all the documents and amounts that accumulated with
it in connection with the trust under the Deed of Trust for the relevant series and
shall sign any document require for this purpose. Any new Trustee shall have the
same powers, duties and authorities and shall be able to act in all respects as if it

had been appointed as the Trustee from the outset.

The Company shall issue an Immediate Report in the event of the Trustee's

resignation and/or the appointment of another Trustee.
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Meetings of Debenture Holders

Mecctings of holders of Debentures (Series A) shall be conducted as provided in the

Second Schedule to this Deed.

Governing Law

The law governing the Deed of Trust and its appendices, including the Debentures, is the
Israeli law. In any matter not referred to in this Deed and in case of a contradiction
between the statutory provisions and this Deed, the parties shall act in accordance with the

provisions of the Israeli law.

Exciusive Jurisdiction

The sole court with jurisdiction to consider matters related to this Deed and its appendices

and to the debenture appended hereto shall be the competent court in Tel Aviv-Jaffa.

The Company, the controlling shareholder and the officers of the Company on the date of
the Prospectus shall not oppose an application by the Trustee and/or the holders of
Debentures (Series A) to a court in Israel, if any is submitted, for the application of Israeli
law in case of a settiement and arrangement and insoivency, they will not apply at their
initiative to a court outside Isracl to receive protection against a proceeding that is
instituted by the Trustee and/or the holders of Debentures (Series A) of the Company with
respect to settlement, arrangement and/or insolvency, and they will not object if the court

oement and
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insolvency.

Furthermore, the Company, the controlling sharchoider and the officers of the Company
on the date of the Prospectus irrevocably undertake not to raise arguments against the local
jurisdiction of the court in Israel in connection with the said proceedings that are brought

by the Trustee and/or the holders of Debentures (Series A) of the Company.

In addition to the foregoing, the Company undertakes to furnish to the Trustee within 24
hours of the signature of this Deed, irrevocable written undertakings of all the controlling
persons in the Company and of the officers serving in the Company on the date of
signature of this Deed, and to act such that immediately following the appointment of
additional officers in the Company and/or a change in the controlling shareholder in the
Company, as applicable, irrevocabie written undertaking ofvsuch officer and/or controlling

shareholder, as applicable (hereinafter: "Undertakings by the Controlling Shareholder
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and Officers"), not to oppose a request by the Trustee and/or the holders of Debentures
(Scrics A) submitted to a court in. Israel for the application of the Israeli law in case of a
settlement and arrangement and/or insolvency of the Company, if submitted, not to apply
at their initiative to a court outside Israel to receive protection against a proceeding that is
instituted by the Trustee and/or the holders of Debentures (Series A) of the Company, not
to object if a court in Israel seeks to apply the Israeli law in case of a settlement and
arrangement and insolvency of the Company, and not to raise arguments against the local
jurisdiction of the court in Israel in connection with proceedings that are brought by the

Trustee and/or the holders of Debentures (Series A) of the Company.

For the avoidance of doubt, it is clarified and emphasized that the undertakings by the
controlling shareholder and officers shall also explicitly include an irrevocable
undertaking not to institute at their initiative an insolvency proceeding under any foreign

law in a jurisdiction that is not Israel.

The undertakings by the controlling shareholder and officers shall be attached to the
Immediate Report concerning the appointment of the officer issued by the Company in
accordance with the statﬁtory provisions, as part of the pre-offering reports and at the time
of the appointment of any officer and/or entry of a new controlling person during the life

of the Debentures (Series A).
General

Without derogating from the other provisions of this Deed and the Debentures (Series A),
any waiver, time extension, relaxation, silence or inaction (hereinafter: "Waiver") on the
part of the Trustee with respect to the non-fulfillment or partial or incorrect fulfillment of
any of the undertakings towards the Trustee under this Deed and the Debentures (Series
A), shall not be deemed as the Trustee's waiver of any right but only as consent limited to
the particular occasion on which it was given. Without derogating from the other
provisions of this Deed and the Debentures (Series A), any change in the undertakings
towards the Trustee requires.the Trustee's prior written consent. Any other consent,
whether verbal or by way of waiver and inaction or other than in writing, shall not be
deemed ant type of consent. The Trustee's rights under this agreement are autonomous and
independent of each other and are in addition to any existing and/or future right of the

Trustee by law and/or agreement (including this Deed and the Debenture (Series A)).

Trustee's Liability
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36.1 Notwithstanding any statutory provision and any provision of the Deed of Trust, if
the Trustee acted for the fulfillment of its duties in good faith and within a
reasonable time and clarified the facts which a reasonable Trustee would have
clarified in the circumstances ol the case, then it shall not be liable towards any
debenture holder for damage caused to him by the Trustee having exercised its
discretion in accordance with the provisions of section 35H(d1) or 3511 of the
Law, uniess the plaintiff proves that the Trustee acted with gross negligence. It is
clarified that if a contradiction arises between the provision of th

other provision of the Deed of Trust, the provision of this section shall prevail.

36.2 [f the Trustee acted in good faith and without negligence that is not exempt under
the law, in accordance with the provisions ot section 35H (d2) or 35H (d3) of the
Law, it shall not be liable for the performance of such action.

Addresses

The parties' addresses shall be as set out in the preamble to this Deed and in section 5.10

above, or any other address regarding which a suitable written notice is given to the other
party.

Magna Authorization

In accordance with the provisions of the Securities Regulations (Electronic Signature and
Reporting), 5763-2003, the Trustee hereby authorizes the person authorized for that
purpose by the Company to report electronically to the Securities Authority regarding this

Deed of Trust.

In witness whereof the parties have hereunto set their hands:

Urbancorp Inc. Reznik Paz Nevo Trusts Lid.

I, the undersigned, Adv. Nir Cohen Sasson, from the office of Shimonov & Co. — Law Firm,
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through Mr. Alan Saskin and his signature is binding on the Company in connection with this

Deced of Trust.

Nir Cohen Sasson, Adv.



Certificate of Debenture (Series A)

[ssue of a series of up to NIS 200,000,000 par value of registered Debentures (Series A), bearing
fixed annual interest at a rate to be determined in a tender (hereinafter: the "Interest") and
repayable (principal) in five (5) unequal payments 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), the second, third and fourth payments will constitute 22% of the total nominal value of the
principal of the Debentures (Series A) and the {ifth payment will constitute 24% of ihe (otal
nominal value of the principal of the Debentures (Series A). The interest on the Debentures
(Series A) will be paid in two semiannual installments, the first installment to be paid on June
30, 2016 and on December 31 and June 30 of each subsequent calendar year starting from

December 31, 2016 to December 31, 2019. The interest will accumulaté from the date of the

allocation of the Debentures (Series A) until the final repayment date on December 31, 2019.

Registered Debenture (Series A)

No. 1

Par value NIS

Fixed annual interest at a rate to be determined in a tender

This certificate attests that Urbancorp Inc. ("the Company") will pay on December 31 of each
of the years 2617 to 2019 to the Nominee Company of Mizrahi Tefahot Registration Company
Ltd. or to whoever is the registered holder of this debenture ("Holder of Debenture (Series

A)"y on December 25, 2017, June 24, 2018, December 25,2018, June 24, 2019 and December
25,2019 (respectively), 10%, 22%, 22%, 22% and 24% (respectively) of the nominal principal
of the outstanding Debentures (Series A), all in accordance with the other terms set forth in the

Deed of Trust and in the Overleaf Terms.

The final installment of the principal and the final installment of interest will be paid against the
delivery of the certificates of the Debentures (Series A) by the Company on the final payment
date (namely, December 31, 2019), at the Company's registered office or at another place as
notified by the Company. Such notice of the Company will be published no later than five (5)

business days prior to the final payment date.
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The Debentures (Series A) are issued in accordance with a Deed of Trust ("Deed of Trust")
datcd December 7, 2015 signed between the Company and Reznik Paz Nevo Trusts Ltd. ("the

Trustee").

All the Debentures (Series A) will rank pari passu with one another with respect to the

Company's obligations thereunder, without one having a.preferred right or priority over another.

This Debenture (Series A) is issued subject to the terms set out overleaf, the terms set out in the

Deed of Trust and the Prospectus.

Signed under the Company's affixed seal on 2015

By:

Authorized signatory Authorized signatory

I, the undersigned, Adv. , certify that this Debenture certificate has

been duly signed by Urbancorp Inc. in accordance with its Articles of Association through

Messrs. ' , and their signature is binding on the Company for

the purposes of this Debenture.

, Adv.
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In this Debenture (Series A), the terms below shall have the following meaning, if no meaning is
provided for them below, the meaning is that given thereto in the Deed of Trust, uniess the

context dictates another meaning,

"Business Day" or Any day on which the TASE Clearing House and most banks in
"Bank Business Israel are open for the execution of transactions.

Day"

"Debenture Series" Registered Debentures for a total par value of up to NIS

200,000,000 whose terms shall be in accordance with the
Debenture (Series A) certificate and the Prospectus published
in November 2015 and to be amended in December 2015,

pursuant to which they shall be issued.

"Principal” The par value of the outstanding Debentures (Series A).

i

"Special Resolution" A resolution adopted by a General Meeting of Holders of
Debentures (Series A) at which debenture holders holding at
least 50% of the par value of the outstanding Debentures
(Series A) are present in person or by proxy, or in an adjourned
meeting at which debenture holders holding at least 20% of the
balance of said par value are present in person or by proxy, by a
majority which was passed (whether in the original meeting or
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(2/3) of the par value of the outstanding Debentures (Series A)

represented in the vote.

"The Nominee The Nominee Company of Mizrahi Tefahot Bank Registration

Company" Company Ltd. or a nominee company replacing it.
"Trading Day" A day on which transactions are executed on the Tel Aviv

Stock Exchange Ltd.

"The TASE The Tel Aviv Stock Exchange Clearing House Ltd.

Clearing House"
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The Debentures

For details regarding the Debentures (Series A), see section 2 of the Deed of Trust

Terms of the Debentures (Series A) Offered under the Prospectus

(a)

(b)

(c)
(d)

(e)

Registered Debentures (Series A) of NIS 1 par value each. The Debentures (Series A)
shall be repayable (principal) in five (5) unequal payments on December 31, 2017, June
30, 201 8., 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). 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).

The outstanding balance of the principal of the Debentures (Series A) shall bear fixed
annual interest at a rate to be determined in an auction (but subject to adjustments in the
event of a change in the rating of the Debentures (Series A) % and/or noncompliance with

financial covenants set forth in sections 5.2 and 5.3 of the Deed of Trust).
The Debentures (Series A) shall not be linked (principal and interest).

The interest on the Debentures (Series A) shall be paid in two semiannual installments,
from June 30, 2016 until December 31, 2019 on June 30 and December 31 of each of the
years 2016 to 2019 (inclusiVe).

The first payment of principal of the Debentures (Series A) shall be made on December
31, 2017. The first payment of interest on the Debentures (Series A) shall be made on
June 30, 2016 for the period commencing on the first trading day after the subscription
closing date and ending on the last day before the first interest payment date (namely, on
June 29, 2016) (hereinafter: "the First Interest Period"), calculated according to the

actual days in that period based on 365 days in a year. The interest rate payable for a

* It is clarified that as long as the Debentures (Series A) are rated by more than one rating agency, the

examination of the rating for the purpose of adjusting the interest rate to a change in the rating (should

there be any such change) shall be done, at all times, according to the lower rating among them.
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particular interest period (excluding the first interest period) (namely, 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 at
the annual interest rate divided by two (hereinafter: "the Semiannual Inlerest Rate™).
The Company shall publish in an Immediate Report regarding the results of the auction,
the first interest rate, the interest rate determined in such auction and the semiannual
interest rate.

The payments on account of principal of the Debentures (Series A) shall be made to
whoever holds debentures on December 25 of the years 2017 to 2019, and June 24, 2018
and 2019 which preceded the date of effecting of the relevant payment, excluding the
finai payment. The payments on account of interest on the Debentures (Series A) shall be
made to whoever holds debentures on June 24 and December 25 of each of the years
from 2016 until 2019, starting from June 2016 until December 2019 (inclusive), which
preceded the date of repayment of the relevant payment, excluding the final payment.
Notwithstanding the foregoing, the final payment of principal and interest shall be made
against the delivery of the certificates of the Debentures (Series A) to the Company on
the final payment date (namely, December 31, 2019) at the Company's registered office
or at any other place as notified by the Company. Such notice of the Company shall be

published no later than five (5) business days before the final payment date.

[t is hereby clarified that anyone who is not counted among the debenture holders on any
of the payment dates specified in subsection (f) above shall not be entitled to payment for

the period commencing before that date.

4.  Principal and Interest Paymenis on the Debentures (Series A)

(a)

Any payment on account of principal and/or interest delayed more than seven (7) days
after the date set for payment thereof under the terms ofthe debenture, for a reason
within the Company's control, shall bear arrears interest, as hereinafter defined, from the
date set for payment to the date of actual payment thereof. In this regard, the rate of
arrears interest shall be the rate of interest on the Debentures as provided in section 3(b)
above, as the case may be, plus 3%, all on an annual basis (hereinafter: "Arxrears
Interest"). The Company shall give notice of the arrears interest that accrued (if at all)
and of such payment date in an Immediate Report, two (2) trading days prior to the date

of actual payment.
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The payment to the entitled persons shall be made by check or by a bank transfer and/or
through the TASE Clearing House to the credit of the bank account of the holders of
Debentures (Series A). [f the Company is ‘unable, for any reason beyond its control, to
pay any amount to the persons entitled thereto, the provisions of section 7 below shall
apply.

Any holder of a Debenture (Series A) who so wishes, may notify the Company of the
details of the bank account for crediting'the payments to that holder under the Debentures
(Series A) as stated, or of a change in the details of said account or in his address, as the
case may be, in a notice sent by registered mail to the Company. The Company shall be
required to act in accordance with the holder's notice of change after the passing of 15

business days from the day on which the Company received such notice.

If a debenture holder who is registered in the register of holders failed to give the
Company timely notice of the details of the bank account to which payments under the
debenture should be transferred to him, 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 an entitled person by registered mail as stated shall be deemed in all respects 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.

Deferral of Dates

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 and interest shall not be changed by reason thereof.

Securing of Debentures

See section 6 of the Deed of Trust.

Nonpayment for a Reason bevond the Company's Control

As to nonpayment for a reason beyond the Company's control, see the provisions of section

14 of the Deed of Trust.

Register of Debenture Holders

With respect to the register of holders of Debentures (Series A), see section 29 of the Deed

of Trust.
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Splitting of Debenture Certificates

(a) 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, several certificates shall be issued to him
in a reasonable quantity (the certificates discussed in this section are hereinafter referred

to as: the "Certificates™).

(b)  Any debenture certificate may be split into several debenture certificates with a total par
value equal to the nominal amount of the certificate it is proposed to split, provided such
certificates are only issucd 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 transter ot the Debentures, the Company shall be given
reasonable proof of the payment thereof. The Company's articles as relating to the transfer and
endorseinent of fully paid-up shares shail apply, muiaiis muiandis, as the case may be, to the
transfer and endorsement of the Debentures. If only a part of the amount of the nominal
principal in a debenture certificate is transferred, the debenture certificate shall first be split, as
provided in section 9 below, into the number of debenture certificates necessitated thereby, such
that the total of the amounts of the nominal principal in those debenture certificates is equal to
the amount of the nominal principal of such debenture certificate. Following the fulfillment 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
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transferred debenture certificate, such that the term "holder" where it appears shall be deemed to
refer to the "transferee,” and the transferee shall be regarded as the "holder" for purposes of the

Deed of Trust.

Early Redemption

As to early redemption of the Debentures at the initiative of the TASE and as to early

redemption at the Company's initiative, see section 7 of the Deed of Trust.

Purchase of Debentures by the Company or a Related Person

As to the purchase of the Debentures, see section 3 of the Deed of Trust.

Waiver; Settlement; Changes to Deed of Trust

With respect to waiver, settlement and changes to the Deed of Trust see section 28 of the

Deed of Trust.

Meetings of Debenture Holders

General meetings of the holders of Debentures (Series A) shall convene and be conducted in the

manner provided in the Second Schedule to the Deed of Trust.

Receipt from Debenture Holders

As to receipts from the debenture holders, see section 15 of the Deed of Trust.

Immediate Repayment

As to immediate repayment of the Debentures, see section 8 of the Deed of Trust.
Notices
As to notices, see section 27 of the Deed of Trust.

Governing Law; Jurisdiction

As to the governing law and jurisdiction, see sections 33 and 34 of the Deed of Trust’.

Priority
In case of a contradiction between this schedule and the Deed of Trust, the provisions of

the Deed of Trust shall prevail.

* For further details see footnote 4 in section 1.1 of the Prospectus.
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Second Schedwule

Meetings of Holders of Debentures (Series A)

1. Entitlement to Convene a Meeting

11

1.2

1.4

The Trustee or the Company may call meetings of the debenture holders at any

time. If the Company calis a meeting of the debenture holders, it must

the place, day and

o

considered thereat, and the Trustee or its representative shall be entitled to
participate in such meeting, without any voting rights

The Trustee shall be required to convene a meeting of the debenture holders, as
stated, at the request of one or more debenture holders holding at least 5% of the
principal amount of the outstanding Debentures. If the request to call a meeting is
made by debenture holders, the Trustee may demand from the requesting parties

compensation for the reasonable expenses entailed therein.

It is clarified that the Trustee's demand for compensation shall not prevent the
convening of a meeting that was called for the purpose of taking any action
intended to prevent harm to the righis of the debenture holders, and such demand
for compensation shall not derogate from the Company's obligation to bear the

expenses entailed in convening the meeting,.

The Trustee shall convene a meeting of holders within 21 days of the submission
of a summons for the convening thereof, on a date to he determined in the
invitation, provided that the meeting date shall not be earlier than seven days and
not later than 21 days from the date of the summons; however, the Trustee is
entitled to advance the convening of the meeting, at least one day after the date of
the summons, if it deems it necessary to protect the rights of the holders; if so
done, the Trustee will explain in a report on the convening of the meeting, the

reasons for advancing the date of the meeting.
If the Trustee does not call a holders' meeting, pursuant to a holder's request,
within 21 days from when he was so requested, the holder may convene the

meeting, provided the date of convening is within 14 days from the end of the
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period within which the Trustee should have called the meeting, and the Trustee
shall bear the expenses incurred by the holder in connection with the convening of

the meeting.

Any meeting of holders of Debentures (Series A) shall be held in Israel, at a venue
of which the Company and/or the Trustee give notice, and the Company shall bear

the reasonable costs of the venue.

Convening of a Meeting; Agenda of Meeting

2.1

2.2

2.3

2.4

2.5

An invitation to a meeting called by the Trustee solely for the purpose of
consulting with the debenture holders shall be published at least one day before
the date of convening thereof (hereinafter: "consultation meeting"). No agenda
shall be published for a consultation meeting and no resolutions shall be adopted

thereat.

An invitation to a holders' meeting which is not a consultation meeting shall be
published in accordance with the provisions of the Securities Law as in effect
from time to time, at least 7 (seven) days but not more than 21 (twenty one) days

before the convening of the meeting (hereinafter: "invitation").

The Trustee shall set the agenda at a holders' meeting. One or more holders of
Debentures (Series A), holding at least five percent of the balance of the nominal
amount of Debenture (Series A), may request the Trustee to include some matter
on the agenda of a holders' meeting which is to convene in the future, provided the

matter is suitable, in the opinion of the Trustee, to be considered at such meeting.

The Trustee may advance the date of convening to at least one day after the date
of the invitation, if it considers that postponing the meeting prejudices or could
prejudice the rights of the debenture holders. If the Trustee does so, it shall
explain in a report concerning the convening of the meeting the reasons for

advancing its date.

The invitation shall set out:

2.5.1  The place of convening of the meeting,.

2.5.2  The date and time of convening of the meeting. '

2.5.3  The quorum for opening the meeting as provided in section 3 below.



2.5.4  The effective date for participating in the meeting, being not less than one day
and not more than three days before the convening of the meeting,
2.5.5  The matters to be discussed at the meeting and the proposed resolutions.

2.5.6  Arrangements regarding written votes.

Quorum for Opening a Meeting and an Adjourned Meeting

3.1

3.2

3.3

o5}
T

3.5

A consultation meeting shall be held with any number of participants.

A meeting of debenture holders shall be opened after it has been proven that the

quorum required for-holding the meeting is present.

Subject to the quorum required at a meeting convened for adopting a special
resolution, and subject to the provisions of the Sceuritics Law, a quorum for
holding a holders' meeting shall be at least two debenture holders holding at least
25% (twenty five percent) of the outstanding nominal value of the Debentures in
circulation at the time, that are present within half an hour from the time set for

opening the meeting.

If a quorum is not present at the end of half an hour from the time set for the
commencement of a holders' meeting, the meeting shall be adjourned to another
date being no earlier than two business days after the date set for holding the
original meeting, or one business day, if the Trustee considers this necessary for
protecting the rights of the debenture holders. If the meeting is adjourned, the
Trustee shall explain the reasons for this in the report concerning the convening of

the adjourned meeting.

Except in respect of a meeting convened to adopt a special resolution and subject to
the provisions of the Securities Law, if a quorum is not present at the end of half an
hour from the time set for an adjourned holders' meeting, the quorum shall be as

follows:
3.5.1 If the meeting was convened by the Trustee — any number of participants.

3.5.2  If the meeting was convened at the request of holders or by holders, as
provided in sections 1.2 and 1.3 above — the quorum shall be one or more
debenture holders holding at least 5% (five percent) of the voting rights in the

debenture series.
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3.6 Debentures held by a related person (as defined in section 3.3 of the Deed) shall
not be taken into account for the purpose of determining the quorum.
Chairman

At any holders' meeting, the Trustee or whoever is appointed by it shall act as chairman of

that meeting.

Continuing Meeting

5.1

5.2

5.3

5.4

5.5

A meeting that was opened shall be closed by an announcement of the Trustee or

of the chairman of the meeting, and it may consist of one or more sessions.

In a meeting at which a quorum is present, the chairman of the meeting and/or the
Trustee may decide to hold an additional session on another date, at a place to be

determined by the Trustee (hereinafter: "continuing meeting").

The Trustee shall be responsible for publishing a notice concerning the time and
the place of convening of the continuing meeting, provided such notice is given at

least 12 hours prior to the convening of the continuing meeting.

No matter may be considered at a continuing meeting other than a matter that was
on the agenda of the original meeting and regarding which no resolution was

adopted.

A holder who was not present at the original meeting may attend the continuing
meeting and vote on matters that were put to the vote (and on which the vote was
not yet closed) and which will be put to the vote, subject to his proving to the
party that convened the meeting his ownership of the Debentures the subject of the
meeting as of the effective date for the meeting as determined in the notice of

invitation to the meeting.

Provisions for Extraordinary Meetings

In a meeting having on its agenda a resolution on a matter which the Deed of Trust or the

debenture provides is subject to a special resolution, the quorum shall be the presence of

debenture holders holding at least fifty percent (50%) of the outstanding nominal amount

of the Debentures, or in an adjourned meeting, the presence of debenture holders holding

at least twenty percent (20%) of the balance of the nominal amount of the Debentures. The

majority required for adopting a special resolution (whether in the original meeting or in
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the adjourned meeting) is two thirds (2/3) of the outstanding nominal amount of the

Debentures represented in the vote.

Position Statemenfts

7.1

7.2

7.4

7.5

No position statement may be published in a consultation meetin

The Trustee or one or more debenture holders holding at least five percent of the
balance of the nominal amount of the Debentures (Series A) may apply to the
debenture holders in writing, in a letter attached to the voting instrument, in order
to persuade them regarding the manner of their voti'ng on matters put forward for

consideration in a meeting (in the schedule — "position statement").

A holder wishing to exercise this right shall notify the Trustee in that regard
during the session in which it was resolved to put that matter to the vote, and shall
submit the position statement to the Trustee within 24 hours from the time of that
session.

At a meeting called at the request of the debenture holders or by the debenture
holders, as provided in sections 1.2 and 1.3, each holder may publish, through the

Trustee, a position statement regarding matters on the agenda of the meeting.

The Trustee and the Company may, each separately, publish a position statement
in response to a position statement sent in accordance with sections 8.1 or 8.3

above or in response to another application to the debenture holders.

Voting in a Meeting

8.1

8.2

8.3

Voting in a meeting of debenture holders may be held only on matters that were

listed in the invitation.

A holder may vote in person, by a proxy appointed by him in accordance with this

schedule or by a voting instrument.

The chairman of the meeting may determine that votes shall be conducted by way
of voting instruments or by voting during the meeting. If the chairman determines
that the vote shall be by way of voting instruments, the Trustee shall ensure that
the text of the voting instrument is distributed to the holders and shall set the vote
closing time by which the holders must send to the Trustee a duly completed and
signed voting instrument. The Trustee, at its discretion, may require a holder to

declare in the voting instrument the existence or absence of a conflicting interest
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(as hereinafter defined). A holder who does not complete the voting instrument
and/or does not prove his entitlement to.participate and vote at a meeting in
accordance with the provisions of the Second Schedule, shall be deemed not to
have delivered a voting instrument and therefore to have chosen not to vote on the
matter/s set out in the voting instrument. A duly completed and signed voting
instrument in which the holder has indicated the manner of his voting, reaching
the Trustee by the appointed deadline, shall be deemed as presence at the meeting

for purposes of the existence of a quorum at the meeting.

Unless explicitly stated otherwise in this Deed, the majority required for passing
any resolution of the general meeting is a simple majority of the number of votes
represented in the vote, cast for or against. The Trustee at its discretion may also
decide whether the circumstances require the approval of a resolution by a

majority other than a simple majority.

The Trustee may participate in the meeting without any voting rights. The
Company may not take part in the meeting. The Company may only present issues
prior to the deliberation or its representative may take part insofar as there are any

questions by holders to the Company.

The debenture holders may participate and vote in any general meeting in person
or by proxy. Any vote by debenture holders shall be conducted by a poll, such that
each debenture holder or his proxy shall be entitled to one vote for each NIS 1 par
value of the total nominal principal of the outstanding Debentures based on which
he is entitled to vote. In the case of joint holders, only the vote, in person or by
proxy, of the holder proposing to vote who is first listed in the Register shall be

accepted.

A debenture holder or his proxy may use part of his votes to vote for a particular proposed

resolution, another part to vote against, and another part to abstain, all as he sees fit.

Examination of the Existence of a "Conflicting Interest"

9.1

In a count of votes, the votes of debenture holders being a related person as this
term is defined in section 3.2 of the Deed of Trust shall not be taken into account,
and those Debentures shall not confer on the related person a right to vote in
general meetings of the debenture holders, as long as they are held by the related

person.



9.2

9.3

The Trustee shall examine the existence of conflicts of interest among the holders,
whether an interest arising from their holding of the Debentures or another interest
of theirs, as determined by the Trustee (in this schedule — "another interest").

The Trustce may require a holder participating in a holders' meeting to notify it of

another interest it has and whether he has such a conflict of interests.

Without derogating from the generality of the foregoing, each of the following

shall be deemed to have a conflicting interest:

9.3.1 A holder who is a related person (as this term is defined in section 3.2 of the

Deed of Trust);

9.3.2 A holder who served as an officer of the Company immediately prior to the

cvent underlying the resolution in the meeting;

9.3.3  Any holder the Trustee has determined has a "conflicting interest" as provided
hereinafter, subject to aﬁy law and/or directive of a competent authority, and
inter alia: any holder declaring in writing to the Trustee that he has a material,
personal interest which lies outside the interest of the body of debenture
holders at the relevant meeting of the debenture holders. Any holder who fails
to submit such a declaration in writing after being requested to do so by the
Trustee, shall be deemed to have declared that he has such a personal interest,
and the Trustee shall determine that he is a holder with a conflicting interest.
Without derogating from the provisions of this section 9, the Trustee shall
examine whether a holder has a "conflicting interest", also taking into account
that holder's holdings in other securities of the Company and/or securities of
any othcr corporation refevant to the resofution that is being submitted to the
meeting for approval (as set out in the voting instrument), according to the

declaration of that holder.

The existence of a conflicting interest shall be determined also on the basis of a
general test of conflicts of interest which the Trustee shall conduct. Furthermore,
for the avoidance of doubt, it is clarified that the provisions regarding the
definition of Debenture Holders having a conflicting interest shall not derogate
from the provisions of the law, the case law and the binding guidelines of the
Securities Authority relating to the delinition ot debenture holders having a

conflicting interest, as applying at the time of the examination.
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For purposes of the conflict-of-interest examination as stated, the Trustee may
rely on a legal opinion ordered by it, which shall be subject to the provisions of

the Deed of Trust as to the bearing of expenses.

It is clarified that a conflict-of-interest examination as stated, insofar as it is
required in the Trustee's opinion, shall be conducted separately for each resolution
on the agenda of the meeting and separately for each meeting. It is further
clarified that the declaration of a Holder as having a conflicting interest in any
resolution or in any meeting shall not in itself prove the existence of a conflicting
interest of that holder in another resolution on the agenda of the meeting or a

conflicting interest in other meetings.

In counting the votes cast at a holders' meeting, the Trustee shall not take into
account the votes of holders who did not comply with its request as provided in
section 10.2 above, or of holders which it found have a conflict of interest as
provided in that section (in this schedule — "holders having a conflicting

interest").

Notwithstanding that stated in section 9.6, if the total holdings of the participants

in a vote who are not holders having a conflicting interest is less than five percent
(5%) of the balance of the nominal value of the Debentures (Series A), the Trustee
shall take into account, in the count of the votes cast, also the votes of the holders

having a conflicting interest.

Declaration of the Adoption of a Resolution

10.1

A declaration by the chairman that a resolution in a holders' meeting was accepted
or rejected, unanimously or by a certain majority, shall be prima facie proof

thereof.

Notice of Appointment

11.1

A notice of appointment appointing a proxy shall be in writing under the hand of
the appointor or his representative duly authorized in writing in regard. If the
appointor is a corporation, the appointment shall be made in writing under the seal
of the corporation, together with the signature of the corporation's official or
representative authorized in that regard. The instrument appointing a proxy shall

be drawn up in any accepted form. A proxy need not himself be a holder.
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An instrument of appointment and a power of attorney or other certificate based

on which the instrument of appointment was signed, or a certified copy of such a
power of attorney, shall be deposited at the Company's office prior to the meeting
in respect of which the power of attorney was granted, unless specified otherwise

in the notice calling the meeting.

A vote given in accordance with the conditions in the document appointing a
proxy shall be valid even if the appointor previously died or was declared
incapacitated or the instrument of appointment was cancelied or the debenture in
respect of which the vote was given was transferred, unless a written notice
concerning the death, the decision of incapacity, the cancellation or the transfer,
as the case may be, was received at the Company's registered office prior to the

meeting.

Any corporation holding a Debenture may authorize any person deemed fit by it,
by a duly signed authorization in writing, to act as its representative in any
meeting of the debenture holders, and the person so authorized shall be entitled to

act on behalf of the corporation he is representing.

12. Minutes

12.1

12.2

124

The Trustee shall prepare minutes of the holders' meeting and shall keep them at

its registered office for a period of seven years from the date of the meeting.

Minutes signed by the chairman of the meeting shall be prima facie evidence of
the matters recorded therein. The announcement of the chairman of the meeting
that a resolution was accepted or rejected, and the entry made in that regard in the

register of minutes, shall be prima facie proof thereof.

The register of minutes of holders' meetings shall be kept at the Trustee's office
and shall be open to the inspection of the debenture holders, and a copy thereof

shall be sent to each debenture holder so requesting.

The Trustee may withhold the delivery of any minutes, to any entity, if in its
exclusive judgment the delivery of the minutes, wholly or partly, could prejudice

or result in an injury to the rights of the holders of Debentures (Series A).

13. A person or persons appointed by the Trustee, the Company's Secretary and any other person or

persons so authorized by the Trustee, may be present at meetings of the debenture holders. If in
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the Trustee's reasonable judgment, the discussion in a part of the meeting should be held without
the presence of the Company's representatives, then the Compary's representatives or anyone
acting on its behalf shall not participate in that part of the meeting.

14. This schedule is subject to the provisions of the Deed of Trust.

ook
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Emergency Representation Committee of the Debenture Holders

With respect to the Debentures (Series A), if an Emergency Representation Committee of
the holders of Debentures (Series A) is appointed, the Company undertakes that the
Emergency Representation Committee shall be appointed to act in accordance with the

g

relevant provisions of Appendix 5.2.4.4 to Chapter 4 in Part 2 (Management of

¥
1

nvestment
Properties and Provision of Credit) in Title 5 (Business Management Principles) of the

Consolidated Circular,® and the Company also undertakes to act in cooperation with the

Lmergency Representation Commitiee and the Trustee, as 1
of the examinations required by them and the formulation of the decision of the
Emergency Representation Committee, and to transfer to the Emergency Representation

Cominittee all the data and documents required by it regarding the Company.

Appointment; Term of Office

2.1 The Trustee may, and pursuant to the Company's written request shall, appoint
and convene an emergency representation committee from among the debenture
holders, as set forth hereinafter (hereinafter: "the Emergency Representation

Committee").

I'he Trustee shall appoint to the Emergency Representation Committee the three

o
N

(3) debenture holders who, based on data it received from the Company or to the
best of the Trustee's knowledge, hold the highest nominal amount among ali the
debenture holders, and who declare that they comply with all the conditions sct
forth below (hereinafter: "Emergency Representation Committec members"). If
any of them is unable to serve as an Emergency Representation Committee
member as stated, the Trustee shall appoint in his stead the debenture holder who
holds the next highest nominal amount and who complies with all the conditions

set forth below; and the following are the conditions:

® http: /z0zar.mof.gov.il/hons2001/law/Codex.asp
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2.1.1  The debenture holder does not have a conflict of interest due to the
existence of any additional material interest that conflicts with the interest
arising from his service on the Emergency Representation Committee and
from his holding of the Debentures. For the avoidance of doubt, it is
clarified that a holder who is a related person (as defined in section 3.2 of
the Deed of Trust) shall be deemed to have a conflict of interest as stated

and may not serve on the Emergency Representation Committee.

2.1.2  The debenture holder is not serving in the same calendar year on similar
representation committees for other Debentures with a greater combined
value than the percentage of the asset portfolio managed by him, which
was set as the maximum percentage permitting service on an emergency
representation committee according to the directives of the Antitrust
Commission relating to the establishment of an emergency representation

committee.

If during the term of office of the Emergency Representation Committee, one of
its members ceases to meet any of the circumstances listed in sections 2.2.1 and
2.2.2 above, his service shall terminate and the Trustee shall appoint another
member in his stead from among the debenture holders as stated in section 2

above.

Prior to the appointment of the Emergency Representation Committee members,
the Trustee shall receive from the candidates to serve as members a declaration
regarding the existence or absence of conflicts of interest as stated in section 2.2.1
above and regarding service on additional representation committees as stated in
section 2.2.2 above. The Trustee may also request such a declaration from the
Emergency Representation Committee members at any time during its term of
office. A holder who fails to submit such a declaration shall be deemed to have
material conflicts of interest or to be precluded from serving pursuant to the above
directives of the Antitrust Commissioner, as the case may be. With respect to the
conflict-of-interest declaration, the Trustee shall examine the existence of
conflicting interests, and if necessary shall decide whether such conflicts of
interest disqualify that holder from serving on the Emergency Representation

Committee. It is clarified that the Trustee shall rely on said declarations and shall
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not be required fo conduct an additional independent examination or investigation.

The Trustee's determination in these matters shall be final.

The term of office of the Emergency Representation Committee shall end on the
date on which the Company publishes the Committee's decisions regarding the
grant of a grace period to the Company for compliance with the terms of the Deed
of Trust as set forth in section 8 thereof, but in any event it may not exceed three

months from the date of the Committee's appointment.

3.  Authority

3.1

3.2

The Emergency Representation Committee shall have authority to grant the
Company a one-time grace period in connection with the times of compliance with
any of the financial covenants specified in the Deed of Trust, such that the
grounds for immediate repayment in sections 8.1.15, 8.1.16, 8.1.17, 8.1.18 and
8.1.19 of the Deed of Trust shall not apply, as the case may be, during the grace
period, if granted — the foregoing for the period up to the date of publication of the
next financial statements after the date of publication of the financial statements
from which it emerged that the Company did not comply with some financial
covenant during two consecutive calendar quarters or for a period of 90 days,

whichever is earlier. It is clarified that the period of time up to the appointment of

the Emergency Representation Committee shall be counted in the above grace

period, and it shall not be grounds for granting the Company any addiiional grace
period beyond that stated above. It is clarified that the actions of the Emergency
Representation Committee and the cooperation among its members shall be
limited to consideration of the possibility of granting such a grace period, and no
other information that does not relate to the grant of a grace period as stated shall

be exchanged among the members.

I[f no Emergency Representation Committee was appointed as above, or if the
Emergency Representation Committee decided not to grant the Company a grace
period as provided in section 3.1 above, the Trustee shall be obligated to call a
meeting of the debenture holders in accordance with the provisions of section 8.2

of the Deed.
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The Company's Undertakings with Respect to the Emergency Representation

Committee

4.1

4.2

4.3

The Company undertakes to furnish to the Trustee all the information in its
possession or which it is able to obtain in connection with the identity of the
debenture holders and the scope of their holdings. The Trustee as well shall act to

obtain said information in accordance with the powers vested in it by law.

In addition, the Company undertakes to cooperate fully with the Emergency
Representation Committee and the Trustee, as required for the performance of the
necessary examinations by them and the formulation of the Committee's decision,
and to furnish to the Emergency Representation Committee all the data and
documents required by them in connection with the Company, subject to legal
limitations. Without derogating from the generality of the foregoing, the Company
shall furnish to the Emergency Representation Committee the relevant information
for the formulation of its decision, which may not include any misleading

particular and may not be incomplete.

The Company shall bear the costs of the Emergency Representation Committee,
including the costs of engagement of consultants and experts by or on behalf of
the Committee, and in this regard the provisions of section 26 of the Deed shall

apply, mutatis mutandis.

5. Liability

5.1

5.2

The Emergency Representation Committee shall act and decide in the matters
delegated to it according to its absolute discretion, and neither it nor any of its
members, their officers, employees and consultants shall be liable, and the
Company and the debenture holders hereby discharge them from all complaints,
demands and claims against them, for having exercised or refrained from
exercising the powers, authority or discretion granted to them under the Deed of
Trust and this appendix and in connection therewith, or for any other action they

performed pursuant thereto, except if they acted willfully and/or in bad faith.

The actions of the Emergency Representation Committee members and anyone
ac.ting on their behalf shall be subject to the indemnification provisions in section

26 of the Deed of Trust, as if they were the Trustee.



5.4

The Company shall publish an Immediate Report immediately upon the
appointment of the Emergency Representation Committee as stated, concerning

the appointment of the Committee, the identity of its members and its powers.

The Company shall publish another Immediate Report concerning the decision of
the Emergency Representation Committee as stated. Upon the termination of the

office of the Emergency Representation Committee, the Company shall publish all
the information that was furnished to the Committee for its review, provided there

is no legal impediment to its publication.

* kK
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To the Deed of Trust Dated December 7, 2015

Signed between Urbancorp Inc. and Reznik Paz Nevo Trusts Ltd.

The Company shall pay the Trustee for its services in accordance with this Deed of Trust as set forth

hereinafter:

1.1

1.2

1.3

1.4

For the first trustee year starting from the date of offering of the Debentures (Series A)
the Trustee shall be paid an annual fee of NIS 45,000. For each additional trustee year
the Trustee shall be paid an annual fee of NIS 35,000.

Whenever, subsequent to the original offering of the series, an additional offering of the
same series is held, the Trustee's annual fee shall increase by an amount reflecting the

full rate of increase of the series, on a regular basis until the end of the trust period.

The amounts included in sections 1.1 and 1.2 above are hereinafter referred to as the

"Annual Fee."

In addition, the Trustee shall be entitled to full reimbursement of its reasonable
expenses, in the fulfillment of its duties and/or pursuant to the powers granted to it

under this Deed.

"Reasonable expenses" - reasonable amounts disbursed by the Trustee in the
performance of its duty and/or by virtue of the powers vested in it under the Deed of
Trust, including: expenses and costs of summoning and convening a meeting of holders
of Debentures and expenses for messenger services and travel and press releases in

connection with the convening of a meeting and all to the extent obligated under law.

Without derogating from the generality of the provisions of this appendix, the
Trustee shall be entitled to payment of a fee of NIS 600 for each hour of work
involving special actions performed by it in its capacity as Trustee (all subject to

the provisions of the Deed of Trust, and infer alia:
1.4.1  Actions arising from a breach of the Deed by the Company.

1.4.2  Actions in connection with the calling in of the Debentures for immediate
payment and/or actions in connection with a resolution of the meeting of

debenture holders to call in the Debentures for immediate payment.
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1.4.3  Special actions it will be required or need to perform for the fuifiliment of its
duties under this Deed in connection with and for the protection of the rights
of the debenture holders, inciuding due to the Company's defauliting on its
obligations under this Deed, including the convening of meetings of debenture
holders as stated in this Deed and including due to participation in meetings of

debenture holders.

“““““““““ ut not limited to work required due o a change in
the Company's structure or work requested by the Company), or due to the
need to perform additional actions for the fulfillment of its duties as a

a change in laws (including regulations
enacted pursuant to Amendments 50 and 51 to the Securities Law) and/or
regulations and/or other binding provisions applying to the Trustee's activities

and its liability under this Deed of Trust.

1.4.5  Actions related to the registration or deletion of the registration of securities in
a register maintained in accordance with any law (including outside Israel), as
well as the examination, supervision, controf and so forth of obligations (such
as restrictions on the Company's freedom of action, encumbrance of assets,
etc.) which the Company assumed or may assume or which may be assumed
by anyone acting for it or on its behalf, in connection with the securing of
other obligations of the Company or anyone acting on its behalf (such as the
effecting of payments under the terms of the Debentures) towards the
debenture holders, including as to the substance of the terms of such securities

and obligations and their fulfiliment.

1.5 If the Company was required to pay the Trustee its fee and/or reasonable expenses
incurred by it and/or for special actions it is required to perform or which it performed
as part of its duties and/or pursuant to the powers granted to it under the Deed of Trust,
if and to the extent that they exist, and the Company did not do so, the Trustee shall be
entitled to payment of these amounts in their entirety from the receipts accumulated by
it in accordance with the provisions of sections 9 and 10 of the Deed, provided it gave

the Company prior written notice of its intention to do so.

1.6 [t is clarified that if, by reason of a future change in laws and/or regulations and/or other

binding provisions applying to the Trustee's activity, the Trustee is required to bear
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additional expenses for the fulfillment of its duties as a reasonable Trustee, the
Company shall indemnify the Trustee for its reasonable expenses including its

reasonable fee.

1.7 VAT, if payable, shall be added to each of the above amounts and shall be paid by the
Company.

1.8 All the above amounts shall be linked to the known index on the date of signature of this
Deed, but in no event shall a lower amount be paid than the amount specified in this

Deed.

1.9 If any securities are provided to the debenture holders, the Company and the Trustee
shall conduct discussions for updating the fee according to the number of hours the

Trustee must devote to the trust in such an event.

1.10  The Trustee's fee shall be paid for the period until the end of the Trust included under
this Deed, even if a receiver (or a receiver and administrator) is appointed to the
Company and whether the trust under this Deed is managed or is not managed under

the supervision of the court.
[.11  The above annual fee shall be paid at the beginning of each trust year.

1.12  All the amounts specified in this appendix shall have priority over the amounts due to

the debenture holders.

1.13  Ifthe office of the Trustee terminates as provided in the Deed of Trust, the Trustee shall
not be entitled to payment of its fee starting from the date of appointment of the
replacement Trustee. If the Trustee's office terminates in the course of the trust year,
the fee paid for the months in which the Trustee did not serve as Trustee for the
Debentures, starting from the appointment of the replacement Trustee shall be

refunded. The provisions of this section shall not apply to the first trust year.

1.14 If a Trustee is appointed instead of the Trustee due to the termination of his office
under sections 35B (al) or 35N (d) of the Securities Law, the holders of the debenture
certificates from the relevant series shall bear the amount by which the fee of the
Trustee so appointed exceeds the fee paid to the Trustee in whose place it was
appointed. If such difference is unreasonable, the relevant statutory provisions shall

apply at the time of such replacement.
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"The holders shall bear such difference by way of deduction of the proportion of the
difference from any payment made by the Company to the holders of Debentures from
the relevant series in accordance with the terms of the Deed of Trust, and the transfer

thereof dircctly to the Trustee.

[f the Company is required by law to make a deposit as security for its bearing of the

Trustee's special expenses, the Company shall act in accordance with such provisions.

In the event that the Prospectus is ultimately not published as a result of the
cancellation of or deferral of the offering (or for any other reason), after the Trustee has
already performed work related to the formulation of the documents connected with the
trust and/or participated in discussions with the Securities Authority, the Trustee shall
be paid a fee at a rate of NIS 600 per hour according to the number of hours of work it
performed and discussions in which it participated (the payment under this paragraph
shall not be conditional on an actual issue of Debentures or signature of a Deed of

Trust).
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Chapter 3 — Company Capital and the Holders Thereof

The Company’s share capital as of the date of the Prospectus

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

(hereinafter — “the Common

Shares”)

Class Special A shares ' Unrestricted -

Class Special B shares Unrestricted -

Class Special C shares Unrestricted e

Class Special D shares Unrestricted -

Class Special E shares Unrestricted -

Changes in the Company’s Capital since inception

Changes in the authorized capital

From the date of inception of the Company to the date of the Prospectus, there was no

change in the Company’s registered capital.

Changes in the issued shares and paid up capital

From the date of inception of the Company to the date of the Prospectus, there was no

change in the Company’s issued shares and paid up capital.

Holders of Company shares

To the best of the knowledge of the Company and its directors, on the date of
publication of the Prospectus, Mr. Alan Saskin, controlling shareholder and founder of
the UrbanCorp Group, who is the CEO and chairman of the board of directors of the
Company (hereinafter — “the Controlling Shareholder”), holds 100 Common shares,
which represents 100% of the Company’s issued shares and paid up capital (hereinafter
— “the Company’s Capital”) and the voting rights therein, through Urbancorp Holdco

Inc, a corporation wholly-owned by him (hereinafter — “Holdco™).

Urbancorp Holdco Inc, Urbancorp Management Inc., Urbancorp Toronto Management

Inc, The Webster Trust, TCC/Urbancorp (Bay) Limited Partnership and

' Are not listed on the TASE



TCC/Urbancorp(Bay/Stadium) Limited Partnership - all entities held by Alan Saskin
and his family members (hereinafter — “the Interest Holders”) have undertaken that,
prior to the listing on the TASE of the debentures (Series A), which are offerred to the
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this Prospectus and subject to the success of the public offering, they
will transfer to the Company their interests (including indirect ownership through
interests of entities they own) in the transferred corporations, which will indirectly hold
interests in investment properties, rental properties, and geothermal assets in Toronto,
Ontario, Canada, including the obligations in respect thereof (hereinafter — “the

2

Transferred Interests” and “the Transferred Corporations”, respectively), against
the issue of Class A Special shares, Class B Special shares, Class C Special shares,
Class D Special shares and Class E Special shares of the Company to Holdco, which
ss shares to the Inter

will issue similar cla

xes

Saskin.

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.

The following table summarizes the list of Transferred Corporations:

Name of . Name of project or % of Company's
% of interests property held by the holding in the
Seq. Transferred - . . LT e
No. Corporation transferred to transferred Coq.)oratlon property after the
the Company (under a chain of transfer of the
ownership) interesis
Urbancorp
L Downsview Park 100% Downsview Park 51%
Development Inc.
Urbancorp Curve and Westside
2 Residential Inc. 100% Residential Units 100%
3 Urbancorp Power 100% Bridge Geothermal 100%
) Holdings Inc. Curve Geothermal 100%
Kingsciub 50%
[Fuzion Geothermatl 50%
1071 King " 50%
840 St. Clair 40%
4 Cumberland 1 100% King Residential 100%
' LP (GP and LP)* ’ Patricia 100%
Mallow 100%
Innes/Caledonia 100%
Lawrence 100%
The Bridge 100%
Cumberland 2 Edge Residential 100%
5. LP (GP and 100% Edge on Triangle Park 100%
LPy** Edge Geothermal 100%

It is noted that Cumberland | LP will not be transferred, rather it will be formed by the
Company and receive the assets and liabilities of TCC/Urbancorp (Bay) Limited Partnership.




** |t is noted that Cumberland 2 LP will not be transferred, rather it will be formed by the
Company and receive the assets and liabilities of TCC/Urbancorp (Bay/Stadium) Limited
Partnership.

For holding structure after the transaction see section 7.1.7.

Following the said issuance, Holdco shall hold the Company’s common shares which
represent 100% of the Company’s voting rights, and shall hold the special class shares
of the Company, that would entitle Holdco to 100% of the equity rights in the

Company, as set forth below:

Shareholder's name Type of Total
The rights conferred by the shares
shares
Urbancorp Holdco Inc. Shares conferring a right for dividends and a right
Common ]
to participate in general meetings such that each 100
shares
share has one vote.
Urbancorp Holdco Inc. cl Shares conferring cquity rights only, such that
ass
~each Class A Special Share shall be eligible for
Special A } Lo I
profits that are indirectly earned by the Company
shares . .
from specific properties.
Urbancorp Holdco Inc. | al Shares conferring equity rights only, such that
ass
each Class B Special Share shall be eligible for
Special B ; Lo ]
profits that are indirectly earned by the Company
shares . .
from specific properties.
Urbancorp Holdco Inc. al Shares conferring equity rights only, such that
ass
each Class C Special Share shall be eligible for
Special C ; Lo 1
profits that are indirectly carned by the Company
shares ) )
from specific properties.
Urbancorp Holdco Inc. a1 Shares conferring equity rights only, such that
ass
each Class D Special Share shall be eligibic for
Special D oo 1
profits that are indirectly earned by the Company
shares .
from specific properties.
Urbancorp Holdco Inc. Class Shares conferring equity rights only, such that
Special E | cach Class E Special Share shall be eligible for I
g
shares profits that are indirectly earned by the Company




from specific properties.
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The Company shall publish an immediate rep

the status of the transfer of the Transferred Interests.

The Conirolling Shareholder of the Company

The Controlling Shareholder of the Company is Mr. Alan Saskin who, as aforesaid,
holds inderectly 100% of the Company’s common shares confering upon him 100% of

the votes.
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Chapter 4 — Rights Accompanying the Company’s Shares'

Whereas the Company’s certificates of indebtedness (non-convertible) are offered to
the public in Israel under this Prospectus, and will be registered for trade in the Stock
Exchange, in accordance with Israeli law, the provisions of Section 39A of the
Securities Law, 5728-1968 (hereinafter: the “Securities Law™) shall apply to the
Company, and as a result, various provisions of the Companies Law, 5759-1999
(hereinafter: the “Companies Law”) shall apply. The above provisions apply in
addition to the provisions of the Company’s incorporation documents, the Business
Corporations Act (Ontario) (hereinafter: the "Act"), the laws of Ontario and the laws
of, Canada applicable therein. It shall be noted that the laws of Ontario and Canada
alone shall apply to the Company regarding distribution and bankruptcy laws,
including the procedures for sale of its properties.

The following constitutes a description of certain basic provisions of the Articles of
Incorporation and/or the By-Laws relating to the rights accompanying the Company’s
ahares, Sharcholder Meetings and Approvals, and is not exhaustive. The Articles of
Incorporation of the Company, as well as any amendment thereto, if any, can be
reviewed electronically on the “Magna” website of the Securities Authority, located at
www.magna.gov.il.

The Rights Accompanying the Company’s Shares

The classes and any maximum number of shares that the Company is authorized to
ISsue:

The Company is authorized to issue an unlimited number of Class A Special Shares,
an unlimited number of Class B Special Shares, an unlimited number of Class C
Special Shares, an unlimited number of Class D Special Shares, an unlimited number
of Class E Special Shares, and an unlimited number of Common Shares.

Allotment of shares:

Subject to any unanimous shareholder agreement, the board may from time to time
allot or grant options to purchase the whole or any part of the authorized and unissued
shares of the Company at such times and to such persons and for such consideration
as the board shall determine, provided that no share shall be issued until it is fully-
paid as prescribed by the Act.

Rights, privileges, restrictions and conditions (if any) attaching to each class of
shares:

Special Shares

Subject to applicable laws, each Class A Special Share shall entitle the holder thereof
to receive, for each financial year of the Company, a dividend equal to the "Class A
Available Funds", as hereinafter defined. Any dividend may be paid in one or more

' The Articles of the Company or its By-Laws include those sections that are applicable to the
Company under Section 39A of the Securities Law. It shall be emphasized that there are no
provisions of the Articles of Incorporation or the By-Laws of the Company which contradict
mandatory law in Ontario, Canada.

D-1
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4)

(5)

(6)

(7)

installments at the discretion of the board of directors of the Company. The holders of
the Class A Special Sharcs shall not be entitled to any dividends other than or in
excess of the dividends hereinbefore provided for.

For the purposes hereof, "Class A Property" means any property transferred to the
Company in consideration for the issuance ot Class A Special Shares, less the value
of any non-share consideration (including the assumption of debt) paid by the
Company in respect of such transfer. The consideration paid by the Company for the
Class A Property shall not be greater than the fair market value of the Class A
Property based on generally accepted valuation principles.

~

The Class A Available Funds shaii be equal to the foilowing amount:
(a) Any amount received by the Company in respect of the Class A Property
including, without limitation, proceeds of voluntary or involuntary disposition, rental
income and dividends; less

{b) Any direct costs associated with the particular receipt; and less
(¢) Any direct or indirect taxes or like imposts assessed against the Company in
respect of the particular receipt.

The Class A Available Funds shall be determined by the Board of Directors having
regard for actual or contingent receipts and disbursements affecting (a), (b) and (c)
above.

In the event of the liquidation, dissolution or winding up of the Company, whether
voluntary or involuntary, the holders of the outstanding Ciass A Special Shares shali
be entitled to receive all of the remaining Class A Property owned by the Company at
that date. After payment to the holders of the Class A Special Shares of the property
so payable to them as above provided, they shall not be entitled to share in any further
distribution of the property or assets of the Company.

After the disposition by the Company of all of the Class A Property and the
distribution of the Class A Availabie Funds associated therewith, the Company shaii
redeem all issued Class A Special Shares for the aggregate amount of One Dollar
($1.00) (Canadian funds).

Any registered holder of Class A Special Shares may, at his option, upon giving
notice as hereinafter provided, require the Company at any time or times to redeem all
or any part of the Class A Special Shares held by him, and the Company shall pay to
such holder for each such share which the holder requires to be redeemed an amount
equal to the Class A Redemption Amount.

The holders of the Class A Special Shares shall not be entitled as such (except as
hereinafter specifically provided) to receive notice of or to attend any meeting of the
shareholders of the Company and shall not be entitled to vote at any such meeting; the
holders of the Class A Special Shares shall, however, be entitled to notice of meetings
of the shareholders called for the purpose of authorizing the dissolution of the
Company or the sale of its undertaking or a substantial part thereof,

The above mentioned description of the rights, privileges, restrictions and
conditions attaching to Class A Special Shares shall apply, mutatis murandis, to
the Class B Special Shares, Class C Special Shares, Class D Special Shares and
Class E Special Shares.
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4.2.4

Common Shares

Subject to the prior rights of the holders of the Class A Special Shares, Class B
Special Shares, Class C Special Shares, Class D Special Shares and the Class E
Special Shares, the holders of the Common Shares shall be entitled to receive and the
Company shall pay dividends to them as and when declared by the board of directors
of the Company out of the moneys of the Company properly applicable to the
payment of dividends, in such amounts and in such form as the board of directors may
from time to time determine.

The holders of the Common Shares shall be entitled to receive the remaining property
of the Company upon the liquidation, dissolution or winding up of the Company,
whether voluntary or involuntary, after the Class A Special Shares, the Class B
Special Shares, the Class C Special Shares, the Class D Special Shares and the Class
E Special Shares.

The holders of the Common Shares shall be entitled to receive notice of and attend
any meeting of the shareholders of the Company and shall be entitled to one (1) vote
in respect of each Common Share held at all meetings of the shareholders of the
Company.

Holders of shares of any class are not entitled to vote separately as a class or dissent
upon a proposal to amend the articles of the Company to:

(i) increase or decrease any maximum number of authorized shares of such class
or increase any maximum number of authorized shares of any class or series
having rights or privileges equal or superior to the shares of such class;

(ii) effect an exchange, reclassification or cancellation of the shares of such class;
or ‘

(iii)  create a new class or series of shares equal or superior to shares of such class.

Shareholder Meetings and Approvals2

The annual meeting of shareholders shall be held at such time in each year, and
subject to Section 4.2.3, at such place as the board, the chairman of the board, the
chief executive officer or the president may from time to time determine, for the
purpose of considering the financial statements and reports required by the Act to be
placed before the annual meeting, electing directors, appointing auditors and for the
transaction of such other business as may properly be brought before the meeting.

The board, the chairman of the board, the chief executive officer or the president shall
have the power to call a special meeting of the shareholders at any time.

Meetings of the shareholders shall be held at the registered office of the Company or
elsewhere in the municipality in which the registered office is situate or, if the board
shall so determine, at some other place in or outside Canada.

Notice of the time and place of each meeting of the shareholders shall be given‘in the
manner provided in Section 10.1 of the Articles, not less than ten (10) and not more
than fifty (50) days before the date of the meeting to each director, to the auditor and

2 The provisions regarding meeting ot shareholders relate to sharcholders of common shares, except as specifically

provided in section 4.1.3(7) above.
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4.2.5

42.6

4.2.7

42.9

to each shareholder who at the close of business on the record date, if any, for notice
is entered in the securitics register as the holder of one or more shares carrying the
right to vote at the meeting. Notice of a meeting of shareholders called for any
purpose other than consideration of financial statements and auditors' report, election
of directors and reappeintment of the incumbent auditor shall state the nature of st
business in sufficient detail to permit the shareholder to form a reasoned judgment
thereon and shall state the text of any special resolution to be submitted to the
meeting. A sharcholder may in any manner waive notice of or otherwise consent to a

meeting of shareholders.

For every meeting of shareholders, the Company shall prepare a list of shareholders
entitled to receive notice of the meeting, arranged in alphabetical order and showing
the number of shares entitled to vote at the meeting held by each shareholder. If a
record date for the meeting is fixed pursuant to Section 4.2.6, the shareholders listed

shall be those regicfered at the close of business on a dav not later than ten (10) davs

WGl U waUSe g 15U al wio v Vi J HUL 1AL wndne Wil 1V days

after such record date. If no record date is fixed, the shareholders listed shall be those
registered at the ciose of business on the day immediately preceding the day on which
notice of the meeting is given, or where no such notice is given, the day on which the
meeting is held. The list shall be available for examination by any shareholder during
usual business hours at the registered office of the Company or at the place where the
meeting is held.

The board may fix in advance a record date, preceding the date of any meeting of
shareholders by not more than fifty (50) days and not less than twenty-one (21) days,
for the determination of the shareholders cntitled to notice of the meeting, provided
that notice of any such record date is given not less than seven (7) days before such
record date, in the manner provided in the Act. If no record date is so fixed, the
record date for the determination of the shareholders entitied to notice of the meeting
shall be the close of business on the day immediately preceding the day on which the
notice is given.

A meeting of shareholders may be held without notice at any time and place permitted
by the Act:

(a) if all of the shareholders entitled to vote thereat are present in person or
represented by proxy or if those not present or represented by proxy
waive notice of or otherwise consent to such meeting being held; and

(b} if the auditors and the dircctors arc present or waive notice of or

otherwise consent to such meeting being held.

At such a meeting any business may be transacted which the Company at a meeting of

shareholders may transact.

The chairman of any meeting of shareholders shall be the first mentioned of such of
the following officers as have been appointed and who is present at the meeting:
chairman of the board, chief executive officer, president, or a vice-president who is a
sharcholder. If no such officer is present within fifteen (15) minutes from the time
fixed for holding of the meeting, the persons present and entitled to vote shall choose
one of their number to be chairman. If the secretary of the Company is absent, the
chairman shall appoint some person, who need not be a sharcholder, to act as
secretary of the meeting. If desired, one or more scrutineers, who need not be
shareholders, may be appointed by a resolution or by the chairman with the consent of
the meeting.

The only person entitled to be present at a meeting of the shareholders shall be those
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4.2.10

4.2.11

42.12

4.2.13

4.2.14

42.16

entitled to vote thereat, the directors and auditors of the Company and others who,
although not entitled to vote, are entitled or required under any provision of the Act or
the articles or by-laws to be present at the meeting. Any other person may be
admitted only on the invitation of the chairman of the meeting or with the consent of
the meeting.

The holders of a majority of the shares entitled to vote at a meeting of shareholders
present in person or by proxy constitutes a quorum for the transaction of business at
any meeting of shareholders.

Subject to the provisions of the Act as to authorized representatives of any other body
corporate, at any meeting of shareholders in respect of which the Corporation has
prepared the list referred to in Section4.2.5, every person who is named in such list
shall be entitled to vote the shares shown thereon opposite his name except, where the
Company has fixed a record date in respect of such meeting pursuant to Section 4.2.6,
to the extent that such person has transferred any of his shares after such record date
and the transferee, upon producing properly endorsed certificates evidencing such
shares or otherwise establishing that he owns such shares, demands not later than ten
(10) days before the meeting that his name be included to vote the transferred shares
at the meeting, the transferee may vote such shares. In the absence of a list prepared
as aforesaid in respect of a meeting of shareholders, every person shall be entitled to
vote at a meeting who at the time is entered in the securities register as the holder of
one or more shares carrying the right to vote at such meeting.

Every shareholder entitled to vote at a meeting of shareholders may appoint a proxy
holder, or one or more alternative proxy holders, who need not be sharcholders, to
attend and act at the meeting in the manner and to the extent authorized and with the
authority conferred by the proxy. A proxy shall be in writing executed by the
shareholder or his attorney and shall conform with the requirements of the Act.

A resolution in writing signed by all of the shareholders entitled to vote on that
resolution at a meeting of shareholders is as valid as if it had been passed at a meeting
of the shareholders unless a written statement or representation with respect to the
subject matter of the resolution is submitted by a director or the auditors in
accordance with the Act.

If a meeting of shareholders is adjourned for less than thirty (30) days, it shall not be
necessary to give notice of the adjourned meeting, other than by announcement at the
earliest meeting that is adjourned. If a meeting of shareholders is adjourned by one or
more adjournments for an aggregate of thirty (30) days or more, notice of the
adjourned meeting shall be given as for an original meeting.

A Shareholder shall be deemed to be present at a meeting of Shareholders if he/she
participates by telephone or other electronic means and all Shareholders participating
in the meeting are able to hear each other.
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The below is a general and nou-exhaustive list of the matiers of iaw of Israel and the
issues of the applicable laws in the province of Outario, Canada, which does not
purport to constitute an exhaustive or authoritative interpretation of the law, and
does not constitute a replacement for professional counsel.

The laws of the province of Ontario applicable to the Company are the Ontario
Business Corporations Act and the Ontario Securities Act (hereinafter: the
“OBCA” and “OSA”, respectively).

The reference in this chapter to the laws of Ontario is in accordance with the
opinion of a competent attorney in Canada, held by the Company, in the original
English language and translation to Hebrew.

Application of the Companies Law in Israel and in Ontario

The Company was incorporated and registered outside of Israel under the law applicable
in Ontario in accordance with provisions of the OBCA, and was not incorporated under
the provisions of the Companies Ordinance [New Version], 5743-1983 (hereinafter: the
“Companies Ordinance”) or the provisions of the Companies Law, 5759-1999
(hereinafter: the “Companies Law™).

In accordance with Section 39a(a) of the Securities Law, 5728-1968' (hereinafter:
“Securities Law™ and “Section 397, respectably), the provisions of the Companies Law
and the regulations under the Securities Law shail apply to a company incorporated
outside of Israel and which offers shares or certificates of indebtedness to the public in
Israel, all pursuant to the provisions in the Fourth Addendum of the Securities Law;
however, the Securities Authority may exempt a company as stated from the provisions
and regulations detailed in the said addendum, in whole or in part, if it believes that the
law outside of Israel applicable to the company protects, to the extent necessary, the
public interest of the investors in Israel.

Since the certificates of indebtedness (non-convertible) of the Company are offered to the
public in Israel under this Prospectus, and will be registered for trade in the Stock
Exchange, pursuant to the Israeli law, then the provisions of Section 39A shall apply to
the Company as stated above, and, as a result thereof, various provisions of the
Companies Law shall also apply thereto (including provisions regarding the appointment
of external directors, an auditor and an audit committee) and the said provisions shall

-apply in addition to the provisions of the Articles of Incorporation and the By-Laws of

the Company” and the laws of Ontario applicable to the Company.

The Company, controlling shareholder and officers of the Company, present and future,
are irrevocably bound to and irrevocably (as applicable) undertake not to raise claims
against the application, validity or manner of implementation of Section 39a as stated.

' As amended within Amendment No. 50 of the Securities Law (Book of Laws 2380, 5772 (8.8.2012), pp.
678 [5722 (No.4)]. Bill - Government 628, 5772, pp. 92.

? The By-Laws of the Company as approved by the Board of Directors and confirmed by the
controlling Shareholder include those sections applicable to the Company under Section 39A of the
Securities Law. It shall be emphasized that there are no provisions in the Articles of Incorperation or
By-Laws which contradict mandatory law in Ontario.
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Additionally, the Company is subject to the Securities Law and the regulations
promulgated thereunder applicable. Additionally, the Company shall be subject to the
Securities Law and the regulations thereunder applicable to companies incorporated
outside of Israel and whose securities are registered for trade in the Stock Exchange in
Israel. The Company is subject to the law applicable in Ontario, including the OBCA and
the OSA.

Further to the foregoing, it should be noted that with respect to the insolvency and
distribution laws, the laws of Ontario, and the federal laws of Canada applicable therein,
will apply to the Company.

Notwithstanding the above, it shall be emphasized that the Deed of Trust and its
appendices, including the Debentures, are subject to the provisions of Israeli law’.
Regarding any matter not mentioned in the Deed of Trust, and in any event of a
conflict between the provisions of the law and the Deed of Trust, the parties will act
in accordance with the provisions of Israeli law. The sole court which will be
authorized to hear matters related to the Deed of Trust and its appendices, and the
Debentures attached as an appendix, shall be the competent court of Tel-Aviv Jaffa,

The Company, controlling shareholder and officers shall not oppose a request of the
Trustee and/or holders of Debentures (Series A) submitted to the court of Israel
regarding the application of Israeli law with respect to settlement and arrangements
and bankruptcy, if any, and shall not appeal to a court outside Israel on their own
initiative to receive protection from a procedure initiated by the Trustee and/or the
holders of Debentures (Series A) of the Company, and will not oppose the Israeli
court’s application of Israeli law with respect to settlement and arrangements and
bankruptcy.

Additionally, the Company, controlling shareholder and officers irrevocably undertake
not to raise claims against the local jurisdiction of the court in Israel in connection with
proceedings filed by the Trustee and/or holders of Debentures (Series A) of the
Company.

In addition to the above, on the date of signing the Deed of Trust, the Company
undertakes to provide the Trustee, with an irrevocable written undertaking of all the
controlling shareholders and all the officers serving in the Company upon the signature
of the Deed of Trust and immediately after the appointment of additional officers in the
Company and/or a change in the controlling shareholders of the Company, as applicable
(hereinafter: “undertaking of the controlling shareholders and the officers”) not to
oppose the request of the Trustee and/or the holders of the Debentures (Series A) which
shall be filed to the court in Israel regarding the application of Israeli law for matters of

3 In this regard, see Sections 33 and 34 of the Deed of Trust between the Company and between the Trustee
to the Holders of Debentures (Series A), attached as Appendix | to Chapter 2 above.
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Israel on their own initiative to receive protection from a procedure initiated by the
Trustee and/or holders of Debentures (Series A) of the Company and not to oppose the
application of Israeli law, by the court in Israel, regarding settlement and arrangements
and bankruptcy, or to raise claims against the local jurisdiction of the courts in Israel in
connection with proceedings filed by the Trustee and/or holders of Debentures (Series A)

of the Company.
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For the avoidance of doubt it should be clarified and emphasized that the undertakings of
the controlling shareholder and the officers also explicitly include an irrevocable
undertaking not to initiate bankruptcy proceedings under foreign law and in a non-Israeli
jurisdiction.

Given the above, and subject to the undertakings of the controlling shareholder and the
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under Israeli law and not in Israeli courts, can only result from a claim by a foreign
creditor.

The controlling sharcholder in the Company irrevocably undertakes that from the end of
three months following the date of the issuance and during the life-term of the
Debentures (Series A), at least three directors (including external directors) shall be
residents of Israel.

The undertaking of the controlling shareholders and the officers will be attached, within
the immediate report regarding the appointment of the officer, or regarding a change in
control of the Company, which shall be published by the Company in accordance with
the provisions of the law in Israel as part of the pre-1PO reports, and at the time of the
appointment of any officer and/or entry of a new controlling shareholder, all during the
life-term of the Debentures (Series A).

The Company and the officets® thereof, present and tuture, irrevocably undertake and
will irrevocably undertake in writing not to raise claims against the authority of the
Securities Authority and/or the Administrative Enforcement Committee in Israel in
connection with monetary fines and/or administrative enforcement measures imposed
thereon by the Securities Authority and/or the Administrative Enforcement Committee in
Israel, under Chapter H3 and/or H4 of the Securities Law, and irrevocably undertake and
will irrevocably undertake in writing to uphold all of the resolutions of the Securities
Authority and/or the Administrative Enforcement Committee in Israel, including, without
derogating from the generality of the above, to pay any monetary fine and/or payments to
injured parties from a breach imposed thereon (if any) and to take measures to remedy
the breach and prevent its recurrence.

The undertakings of the officers as stated above will be attached within the immediate
report regarding the appointment of the officer, which shall be published by the
Company in accordance with the provisions of [sraeli law as part of the pre-1PQ reports,

Y Who are not Isracli citizens



5.2

5.3

5.4

and at the time of the appointment of any officer and/or entry of a new controlling
shareholder, all during the life-term of the Debentures (Series A)..

The laws of Ontario and the Company’s incorporation documents do not limit or
prevent the registration for trade of the securities offered under this Prospectus,
which may be freely traded in the Stock Exchange without limitation, under the

laws of Ontario and the Company’s incorporation documents.

Enforcement of Foreign Judgment

Ontario has no reciprocal enforcement of legislation with respect to the judgments of
courts in Israel, so to be able to enforce an Israeli court ruling in Ontario, the prosecutor
will be required to file a lawsuit through a statement of claim. If a prosecutor can prove
certain prerequisites, the Court of Ontario will decide, based on a peremptory and final
ruling, on a claim in personam of a competent court in the jurisdiction in Israel, for a
fixed amount, against the company in the event that the foreign court had legal
jurisdiction with respect to the company (namely, jurisdiction proven through domicile,
serving, or a a true and meaningful connection) (hereinafter: the "Foreign Judgment"),
without renegotiating the claim. The preconditions for enforcement of the Israeli
judgment are as follows: (i) the claim for the enforcement of the foreign judgment must
be initiated in a court in Ontario during the entire period of any aging period applicable
to the issue; (ii) the court in Ontario has the discretion to delay or refuse to hear a claim
on the foreign judgment if an appeal is filed regarding the foreign judgment or if there is
another firm and abiding judgment of any jurisdiction relating to the same cause of claim
of the foreign judgment; (iii) the Ontario Court will provide a ruling exclusively in
Canadian dollars; and (iv) a request to the Ontario Court regarding a foreign judgment
can be affected by bankruptcy, insolvency or other similar laws affecting the enforcement
of creditors' rights in general. It is possible to raise several lines of defense in the claim to
enforce the foreign judgment, including: (i) the foreign judgment was obtained
fraudulently or in a manner which conflicts with the principles of natural justice; (ii) the
foreign judgment is in respect of a claim under the law in Ontario will be characterized as
based on foreign proceeds, expropriation, penal law or other public law; (iii) the foreign
judgment is contrary to public policy, and (iv) the foreign judgment was carried out or
was cancelled or is cancellable under Israeli law. The officers of the company, the
controlling shareholders in the company and the company have undertaken not to raise
defense claims against the application for the enforcement of the said Israeli judgment in
Canada.

The Law Applicable to the Deed of Trust

As stated in Sections 33 and 34 of the Deed of Trust dated December 7, 2015,
between the Company and Reznik Paz Nevo Trustees Ltd. as Trustee for holders of
the Debentures (Series A), the law applicable to the Deed of Trust is Israeli law.

Comparison between a number of Corporate Law Matters — provisions of the law
applicable in Ontario compared to the provisions of Israeli law
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matters under the law of the province of Ontario and the
details, see Sections 5.4.1 through 5.1.22 of this Chapter.

On August 17, 2011, the Companies Law (Amendment No. 17) (Corporate Governance
in Debenture Companies), 5771-2011 (hereinafter: “Amendment 17”) was published in
the Official Gazette”, which became fully effective on February |
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3
( to the appointment obligation of at least two external
directors, the appointment of an audit committee, the appointment of an auditor,
limitations regarding the qualifications of directors, limitations regarding the doubt
appointment of chairman of the board of directors and CEOQ, special approvals for
transactions with interested parties and controlling shareholders, and more.

On November 12, 2012, the Companies Law (Amendment No. 20), 5773-2012
(hereinafter: “Amendment 20”) was published in the Official Gazette®, setting forth a
remuneration policy and approval method for the terms of office and employment of
officers and controlling shareholders and their relatives in public companies and private
debenture companies. The Amendment became effective on December 12, 2012
(hereinafter: the “Effective Date™) and requires that such companies prepare themselves
accordingly, including the establishing of a Remuneration Committee, adopting a
remuneration policy and approving the conditions of office and employment for officers
in accordance with the procedures set forth in Amendment No. 20.

In January 2014, as part of the indirect amendments to the Law to Promote Competition
and Reduce Concentration, 2013, Amendment 22 to the Companies Law (hereinafter:
“amendment no. 22”) came into effect.’

3 Book of Laws, 2315,
® Book of Laws, 2385.
7 published in the official gazette dated December 11, 2013
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Section of - Topic Isracli Law’ (Relating to the Relevant Sections The Canadian Law” Does the Companies
~the - Company as a Reporting Company) | of the Israeli Law - Law Apply tothe
Prospectus Company?
3
5.4.1 Incorporation Existence of the Company is as of the | Section 5 of the | The Company will start to exist on the date | No.
date of incorporation stated on the | Companies Law specified in the certificate of incorporation.
certificate of incorporation.
542 Buyback of Shares | The buyback of shares is permitted | Sections 301-303 | The buyback of shares is permitted unless No.
subject to the conditions regarding | and 305-311 ofthe | there are reasonable grounds to believe that
permitted distribution, and the shares | Companies Law (1) After payment, the Company would be
owned by the Company do not grant any unable to pay its liabilities as they become
rights. due ; Or (2) after the payment, the realizable
value of the Company’s assets would be less
than the aggregate of,
(1) its liabilities, and
(i1) the amount that would be required to pay
the holders of shares that have a right to be
paid, on a redemption or in a liquidation,
rateably with or before the holders of the
shares to be purchased or redeemed, to the
extent that the amount has not been included
in its liabilities.
5.4.3 Distribution of | The provisions applicable to permitted | Sections 301-307 | Dividends will be paid according to a | No.

Dividends

distributions as  detailed in the
Companies Law apply to the distribution
of dividends.

and 310-311 of the
Companies Law

decision of the Board of Directors of the
Company; however, the directors shall not
declare and the Company shall not pay a
dividend if there are reasonable grounds for
believing that,

(a) the Company is or, after the payment,
would be unable to pay its liabilities as they

It should be noted that
in accordance with the
provisions of Article
37(a)(1) of the
Securities Regulations
(Periodic and
Immediate Reports),

" The provisions detailed on this page are provisions of the Companies Law and Securities Law (and their regulations) applicable to a Debentures Company.

2 The provisions detailed on this page are under the provisions of the OBCA.

* The By-Laws of the Company includes those sections of the Companies Law which apply to the Company by virtue of Section 39a of the Securities
Law. It shall be emphasized that the Articles of Incorporation and By-Laws do not contain a provisions contradicting mandatory law of the province of

Ontario.




Section of
‘the

Prospectus -

Topic”

Isracli Law’ (Relating to the
Company as a Reporting Company)

Relevant Sections
of the Israeli Law

The Canadian Law’

Does the Companies
Law Applvto the
Company?

.

become due; or

(b) the realizable value of the Company’s
assets would thereby be less than the
aggregate of, (1) its liabilities, and

(i1) its stated capital of all classes.

5730-1970. a reporting
corporation is required
to provide disclosure
regarding the
distribution terms
applicable thereon
according to the taw,
and details regarding
the test that the board
of directors performed
when resolving 1o
distribute dividends in
connection with the
corporation’s
compliance with these
tests, as stated in the
said Article.

Rights
Obligations
Sharcholders

and
of

The rigats and obligations of a
shareholder are, as set forth in the
Companies Law, the Company’s
Articles of Association and under any
law, inter alia, the right to vote, the right
to receive information, review the
corporation’s  documents, information
regarding remuneration to directors, the
right to receive the Articles of
Association and the financial statements.

Sections  183-193
of the Companies
Law

Shareholders are entitied to receive a copy
of the Company's financial documents and
review the Company's documents.
Shareholders are entitled to vote on certain
corporate actions, including those
containing fundamental changes in the
company.

Subject to sections 186 and 248 of the
OBCA, if the Company resolves to,

(a) amend its articles under section 168 to
add, remove or change restrictions on the
issue, transfer or ownership ot shares of a
class or series of the shares of the Company;
(b) amend its articles under section 168 to
add. remove or change any restriction upon
the business or businesses that the Company
may carry on or upon the pewers that the
corporation may exercise;

No.




~ Section of  Topic . IsraeliLaw’ (Relatingtothe . | Relevant Seetions The Canadian Law’ Does the Companies
. the . _ Company as a Reporting Company) | of the Israeli Law : Law Apply to the
Prospectus Company?
3
(¢) amalgamate with another corporation
under sections 175 and 176;
(d) be continued under the laws of another
jurisdiction under section 181; or
(e) sell, lease or exchange all or
substantially all its property under
subsection 184 (3),
a holder of shares of any class or series
entitted to vote on the resolution may
dissent.
545 Management  of | The board of directors outlines the | Sections 92, 219, | Subject to any unanimous consent of the | Yes, Sections 225
the Company Company’s policy and supervises | 221-222,224a-234 | shareholders, the directors will manage or | though  226a, 231
supervision thereof and the CEO of the | of the Companies | supervise the management of the Company's | through 232a and 234
Company. Law affairs. Subject to the Articles or By-Laws, | of the Companies Law
directors are entitled to appoint among | apply to the Company
themselves a managing director or | (in this respect also see
committee of directors and delegate to that | Sections 8.31., 8.3.2.2-
same managing director or committee the | 8.3.2.3, 83.2.7-8.32.9
powers of the directors, except for those | and 8.3.4 below)
specified in section [27(3) to the OBCA,
including the declaration of dividends.
546 Chairman of the | There are limitations to the office as | Sections 95 and | The OBCA does not include similar | Yes
Board of Directors | chairman and CEO together. | 121(d) of the | provisions.

and CEOQ

Notwithstanding the above, the board of
directors of a Debenture Company may
decide that during periods during which
will not exceed three years (from the
resolution date), the chairman of the
board or a relative thereof may fulfill the
position of CEO or use its authorities,
and authorize the CEO of the Company
or its relative to fulfill the position of
chairman of the board or use its
authorities, provided that prior approval
has been granted by the audit committee.

Companies Law
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5.4.7

External Directors

A Debenture Company must appoint
two external directors. provided that one
of the external directors has accounting
and financial expertise, and the other has
provision qualifications, as the terms are
defined in the Companies Regulations
(Terms and Tests for A Director with
Accounzing and Financial Expertise and
a Dirzctor with Professional
Qualifications), 5766-2005

Sections 239
through 249a of
the Companies
Law

In the Board of Directors of a company that
is an offering company, there will be at least
three people and at least one third of the
directors shall not be officers or emplovees
of the company or any of its affiliates.

Yes (in this respect sce
Section 8.3.3 below). It
should be noted that
the controlling
shareholder and
officers of the
Company irrevocably
undertake that in the
event that any of the
external directors
notifies the Company
that a condition
required by the
Companies Law for its
office as an external
director ceases to exist,
to act in accordance
with the provisions of
the Company’s articles
of association to
convene an urgent
assembly of
shareholders or board
of directors (as
applicable), which
shall contain, on the
agenda, a resclution to
dismiss the external
director immediately
(hereinafter: the
“Resolution™), and to
vote for the said
Resolution.

Auditor

The Board of Directors of a Debenture
Company shall appoint an auditor, at the
recommzndation of  the Audit

Sections 146
through 153 of the
Companies Law

A corporation that is an offering corporation
is required to have an auditor, as appointed
by the shareholders.

Yes.
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Committee.

5.4.9

Audit Committee

The Board of Directors of a Debenture
Company shall appoint, of its members,
an Audit Committee, containing no less
than three members, which all external
directors shall be members of The
majority  of its  members  will
independent directors and the chairman
of the Committee will be an external
director.

Sections 114
through 117 of the
Companies Law

An offering corporation will appoint an
Audit Committee consisting of at least 3
directors, a majority of whom are not
officers or employees of the Company or
any of its affiliates.

Yes (in this respect see
Section 8.3.8 below)

5.4.10

Remuneration
Committee

The Board of Directors of a Debenture
Company will appoint, of its members, a
Remuneration Committee, containing no
less than three members, which all
external directors shall be members of.
The remaining members shall be
directors whose terms of office and
employment are in accordance with the
provisions set forth under Section 244 of
the Companies Law. The majority of its
members will independent directors and
the chairman of the Committee will be
an external director.

Sections 118a and
118b  of  the
Companies Law

There is no legal obligation to appoint a
Remuneration Committee

Yes (in this respect sec
Section 8.3.9 below)

5.4.11

Limitations on the
Appointment and
Expiry of Office of
a Director

Limitations to the appointment of a
director  (including limitations to
appointment following a conviction or
following the imposition of means of
enforcement by the Administrative
Enforcement Committee, etc.) and
circumstances determined in the law for
the termination of officer and/or
cxpiration of office, also applicable
regarding a candidate to serve as director
in a Debenture Company.

Sections 225
though 226a, 231
through 232a and
234 of the
Companies Law

The OBCA provides limitations on the
appointment of a director and circumstances
concerning the expiry of the office of a
director.

Yes (in this respect see
Section 8.3.2 below). It
should be noted that a
controlling shareholder
and office of a
Company undertake
that in the event that a
director serving

informs the Company

that he has been
convicted with a

judgment of a crime as

stated in Section
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226(a)( 1) of the
Companies Law or
226(1a) of the
Companies Law, or the
Administrative
Enforcement
Committee has
resolved to impose
means of enfercement
to the director,
prohibiting the director
from serving as a
director of a Debenture
Company, then they
will act in accordance
with the provisions of
the Company’s articles
of association to
convene an urgent
assembly of
sharcholders or
directors {as
applicable), which
shall contain, on the
agenda, a resclution to
dismiss the said
director immediately
(hereinafier: the
“Resolution™}, and 1o
vote for the said
Resolution.

Limitations on the
Appointment and
Expiry of Office of
an Officer (who is
not a director)

Limitations to the appointment of a
director  (including  limitations of
appointment following a conviction of
the imposition of means of enforcement
by the Administrative Enforcement

Section 25la of
the Companics
Law

The OBCA provides limitations on the
appointment of an officer and circumstances
concerning the expiry of the office of an

officer.

Yes.
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Committee, ctc.) and circumstances
determined in the law for the termination
of officer and/or expiration of office,
also applicable regarding a candidate to
serve as officer (who is not a director).
54.13 Remuneration A company offering its securities to the Sections 267a, | There is no legal obligation to have a | Yes.
Policy for Officers | public for the first time has to determine | 267b, 270(2) and | remuneration policy for directors and/or
and Terms of | the remuneration policy for the first time | (3), 272 and 273 | officers (who are not directors).
Office and | by the end of nine months from the date | of the Companies
Employment of an | on which the Company became a public | Law
Officer company or a private company that is a
debentures company, as applicable, and
approve terms of office and employment
of officers, controlling shareholders and
their relatives in accordance with the
proceedings determined within
Amendment 20, despite the previous
approval processes.
54.14 Transactions with | An irregular transaction with a | Sections 270(4a) | A director or officer of the company will | Yes.
Related Parties | Debenture Company, controlling | and 275 through | disclose their personal interest in any
and Confliet of | shareholder thereof or an irregular | 282 of the | material agreements or material transactions
Interests transaction of a company as stated with | Companies Law conducted or proposed to be conducted with
another person that the controlling the Company. Excluding certain types of
shareholder has a personal interest in, as agreements or transactions under section
well as the engagement of such a 132(5) to the OBCA, a director with a
company with a controlling shareholder personal interest is not entitled to attend a
thereof or a relative, directly or meeting of the Board of Directors during
indirectly, requires the approval of the which the agreement or transaction is
Audit Committee and then the discussed, and will not vote on approval of
Company’s  Board -~ of  Directors, the transaction.
including a review, inter alia, of whether
the transaction includes a distribution as
the term is defined in the Companies
Law.
54.15 Finaneial The Company will prepare statements in | Sections  171(a) | An offering corporation will submit annual | No.

accordance with customary accounting

and 171(e) of the

and interim  financial statements in

E-7
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Statements rules in Israel and the regulations of the ;| Companies Law accordance with the OSA. Directors of an | However, it should be
Securitize.  Law. The said financial offering corporation will present these | noted that for as long
statements are signed by the members of financial statements, the financial statements | as  the Company’s
the Board of Directors. A Debenture of the previous year (if any) and the | securities, offered
Company must present the financial auditor's report to the shareholders at each | under this Prospectus,
statements to the Committee for the annual meeting. are held by the pubtic,
Approval of Financial Statements, as or as long as the
defined in the Companies Regulations Company’s  securities
(Provisions and Conditions for the as traded in the Stock
Approval  Process  of  Financial Exchange in Israel or
Statemenzs), 5770-2010, before the registered for trade, the
approval and discussion in the Board of reporting rules
Directors regarding the financial
statements shall apply
thereto, under  the
Securities Law and
regulations thereunder.
5.4.16 Settiement and | The Companies Law determines that | Section 350 of the | The OBCA provides that a liquidator of a No.

Arrangement

should ¢ settlement or arrangement
between he Company and its creditors
or shareholders be proposed, or between
it and any type thereof, then the Court, at
the request of the Company, its creditors
or shareholders, or the liquidator if the
Company is undergoing liquidation. may
order the convening of an assembly of
the same creditors or sharcholders, as
applicable, as ordered by the court.

Companies Law

corporation, for the purpose of the

liquidation of its business and distribution of’

its assets, with the approval of all the
sharcholders of the corporation or the
inspectors, may reach a compromise or any
other arrangement as the liquidator sees fit
with: (i) each of the creditors, or (ii) any
person clziming to be a creditor or alleging
that he has a claim, present or future, certain
or contingent, liquidated or not, against the
corporaticn or for which the corporation
might be held liable. In addition, Section
183 of the OBCA provides for a wide range
of corporate actions to be approved by the
shareholders (including share
reorganizations, mergers, liquidations and
any other reorganization or schemes
involving the business or affairs of the

However, it should be
noted that as stated in
Sections 33 and 34 of
the Deed of Trust
dated December 7,
2015, betwzen  the
Company and Reznik
Paz Nevo Trustees Ltd.
as a trustee for the
holders of Dehentures
(Series  A), the law
applicable to the Decd
of Trust is Isracti law




Section of
the
Prospectus

Topic

Isracli Law’ (Relating to the
Company asa Reporting Company)

Relevant Sections

~of the Israeli Law

- The Canadian Law’

Doesthe Companics

Law Apply tothe

- Company?
3

corporation or of any or all of the holders of
its securities or of any options or rights to
acquire any of its securities that is, at law,
an arrangement). Upon being approved by
the shareholders, the terms of the
arrangement may be submitted to the court
for approval. Reorganization and liquidation
proceedings can also be carried out using
the provisions of the Bankruptcy and
Insolvency Act (Canada) (“BIA™) and the
Companies” Creditors Arrangement Act
(Canada) (“CCAA”™). The BIA is the
principal legislation in Canada applicable to
bankruptcies and insolvencies, governing
voluntary and involuntary bankruptcy
liquidations as well as debtor
reorganizations. The liquidation provisions
under the BIA provide for the appointment
of a trustee in bankruptcy over the assets of
the insolvent debtor. The trustee's principal
mandate is to liquidate the property of the
estate and distribute the proceeds to
creditors of the estate in accordance with the
BIA. The CCAA permits the reorganization
of insolvent companies with debts, including
debtors’ affiliates, over $5,000,000 and
compromise of creditors’ claims through a
plan of arrangement. The essential
difference between a restructuring under the
CCAA and the BIA is that the rules and
deadlines for BIA proposals are more rigid
and the courts have less discretion than
under the CCAA.

5.4.17

Acquisition
Control  of
Company

of
the
and

The Companies Law enables a person
who offers to purchase shares or a class
of shares of a private company, to

Section 341 of the
Companies Law

Under the OBCA, if within 120 days after
the date of a “take-over bid” or an “issuer
bid”, the bid is accepted by the holders of
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Forced Sale purchase the shares of opposing not less than $0% of the securities of any
shareholders in a private company, class of securities to which the bid relates.
provided that certain conditions are met other than securities held at the date of the
and in accordance with the procedures bid by or on behalf of the offeror, or an
set forth. affiliate or associate of the offeror, the
offeror is entitled, upon complying with the
statute, to acquire the securities held by
dissenting offerees.
5.4.18 Exemption, A Company is not permitted to exempt | Sections 258-261 | A company is entitled to indemnify current | No. However, it shall
Indemnification officers cf Hability due to a breach of | of the Companies | and former directors and officers (and those | be noted that the

and Insurance

duties of trust towards it. A company
may exempt an officer from a breach of
a duty of care towards it (except in
connection with an illegal distribution),
all in accordance wit the provisions of
the Companies Law. A company may
insure the Hability of officers or
indemnity them in accordance with the
provisions of the Companies Law.

Law.

serving as directors or officers of another
entity at the request of the company) in
respect of liabilities incurred in certain
situations, and the OBCA permits it to
purchase the said insurance for such
directors and officers. However, no
provision in the OBCA permits the company
to exempt its directors or its officers from
their obligations arising from a breach of the
duty of care owed to the company.

Company’s articles of
association includes a
provision in
accordance w:th
Section 56h(b) of the
Securities Law,
permitting the
indemnification or
insurance of a person
due 1o a payment to an
mnjured party from a
breach as stated in
Section 52(34)(a)(1)(a)
of the Securities Law
or due to expenses
incurred in connection
with a proceeding
conducted in the
matter, included
reasonable
adjudication expenses,
including attorney’s
fees, including by way
of prior
indemnificatior: (in this
respects see Section
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8.3.11 below), to the
maximum extent
permitted by the
OBCA and the
applicable law.
5.4.19 Duty of Trust and | An officer has a duty of trust and duty of | Sections 252 | Directors and officers have a fiduciary duty Yes.
Care care towards the Company, as set forth | through 256 of the | to the company. During the exercise of their
in the Companies Law. Companies Law powers and the performance of their duties

for the company, the directors or officers

must: (&) act honestly and in good faith,

taking into account the best interests of the

company; and (b) exercise the care,

diligence and skill that a reasonable and

prudent person would exercise in

comparable circumstances

5.4.20 Class Action and | The Israeli law grants the possibility of | Sections 194 | Shareholders may make a claim under an Yes, it should be noted

Derivative Action

submitting a class action with a claim
arising from a connection to a security
of the types listed by law. Additionally,
Israeli law permits the submission of a
derivative action in the name of a
company.

through 218 of the
Companies Law.

oppression remedy or through a derivative
action. Shareholders may also sue as a class
pursuant to the Class Proceedings Act
(Ontario) in certain situations.

that the Company
irrevocably undertakes
not to raise claims
against the local

jurisdiction of the

court in Israel in
connection with
proceedings filed by
the Trustee and/or
holders of the
Company’s
Debentures. In
addition to the above,
the Company’s
officers, present or
future, irrevocably
undertake in writing
not to raise claims
against the local
jurisdiction of the
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courts in Israel in
connection with
proceedings filed by
the Trustee and/or
holders of the
Company’s
Debentures and that
they shall irrevocably
undertake not to
initiate  nsolvency
proceedings under
foreign law.
5.4.21 Grounds for | The grounds for liquidation as detailed | Section 257 of the | Sharcholders of the company may, by | No.
Liquidation of the | in the Companies Ordinance. Cempanies means of a special resolution, demand that
Company Ordinance. the company be liquidated voluntarily. The
company may also be liquidated through an
order of the Ontario courts under certain
conditions set forth in the OBCA.
5.4.22 Priority The orde- of priority in the return of | Section 354 of the | Upon a winding up, No.

debts in a liquidation is as detailed
below (subject to the dates and ceilings
set forth by law): (1) receiver expenses;
(2) tax debts with a statutory pledge; (3)
debts secured with a fixed pledge; (4)
salaries for Company employees and
loans for the payment of salaries; (5)
income tax for employees withheld and
which have not yet been paid; (6) taxes
and obligatory payments (including
municipal taxes, taxes to the treasury
and governmental fees to the registrar)
and lease fees that the company owes for
its assers; (7) debts secured with a
floating charge which was formulated
upon the liquidation: (8) debts to general
creditors; (9) sharcholders of the

Companics
Ordinance

(a) the liquidator shall apply the property of

the corporation in satisfaction of all its
debts, obligations and liabilities and, subject
thereto, shall distribute the property rateably
among the sharcholders according to their
rights and interests in the corporation;

(b) in distributing the property of the
corporation, debts to employees of the
corporation for services performed for it due
at the commencement of the winding up or
within one month before, not exceeding
three months” wages and vacation pay
accrued for not more than twelve months,
shall be paid in priority to the claims of the
ordinary creditors, and such persons are
entitled to rank as ordinary creditors for the
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Company.

residue of their claims.

The costs, charges and expenses of a
winding up, including the remuneration of
the liquidator, are payable out of the
property of the corporation in priority to all
other claims.

Notwithstanding the foregoing, the law as it
relates to “priorities” in the event of a
liquidation of the corporation (whether
voluntary or involuntary) involves numerous
and often conflicting statutes and common
law principles.




poration
A. Israeli Law:

1icor

The existence of a Company is as of the date of incorporation stated on the
certificate of incorporation. Thus, a certificate signed by the Companies
Registrar indicating the registration of the company constitutes conelusive
evidence that the requirements of the Companies Law for the purpose of
registration have been met regarding registration and regarding all matters that
the registration constitutes a condition for. A public company under the
Companies Law is one whose shares are registered for trade on the Stock
Exchange or which are offered to the public under a prospectus or offered to
the public outside of Israel under the offering document to the public required
pursuant to the foreign law and held by the public.
The registered capital of a company whose shares are first registered for trade
in the Stock Exchange will include one class of shares which grant holders
thereof equal rights with respect to their par value, to vote in general
assemblies of the Company, in accordance with the provisions of Seetion
46b(a) of the Securities Law.
A Debentures Company under the Companies Law is a company whose
debentures are registered for trade in the Stock Exchange and which are
offered to the public under a prospectus, as defined in the Securities Law, or
which are offered to the public outside of Israel with an offering document to
the public required under the foreign law, and which are held by the public.
B. The Law of Ontario Province:
One or more individuals may incorporate a company by signing the Articles
of Incorporation and complying with the filing requirements of the OBCA.
Certain individuals are not permitted to incorporate a company, namely (a) a
person under I8 years of age; (b) a person who is deemed incapacitated by
certain laws; and (c) a person who has the status of a bankrupt. . A company
starts to exist on the date specified in the certificate of incorporation.

5.4.2 Buyback of Shares
A, Israeli Law

The buyback of shares of a company registered in Israel is subject to the
Second Chapter of the Seventh Part of the Companies Law. Should a company
purchase its own shares, the shares shall not grant rights for as long as they are
owned by the company.

B. The Law of the province of Ontario:

The buyback of shares is permitted unless there are reasonable grounds to
believe that (1) after payment, the Company would be unable to pay its
liabilities as they become due; or (2) after the payment, the realizable value of
the corporation’s assets would be less than the aggregate of,

(i) its liabilities, and

(ii) the amount that would be required to pay the holders of shares that have a
right to be paid, on a redemption or in a liquidation, rateably with or before

E-14



the holders of the shares to be purchased or redeemed, to the extent that the
amount has not been included in its liabilities.

5.4.3 Distribution of Dividends
A. Israeli Law:

A resolution by the company to distribute dividends will be passed in the
company’s board of directors; however, the company may set forth, in its
articles of association, that a resolution will be passed in one of the manners set
forth by the Companies Law. Under the provisions of the Companies Law, a
company may perform a distribution (as defined in the Companies Law) of its
profits (hereinafter: the “Profits Test”), provided that there is no reasonable
concern that the distribution will cause the company to be unable to meet its
existing and expected debts, upon their repayment date. The court may, at the
company’s request, permit it to perform a distribution which does not meet the
Profits Test, provided that it is convinced that there is no reasonable concern
that the distribution will cause the company to be unable to meet its existing
and expected debts, upon their repayment date. Should the company perform a
forbidden distribution, then the shareholders shall be required to return the
sums received to the company, unless they were unaware or were not able to be
aware that the distribution performed was forbidden.

In accordance with the provisions of Article 37(a)(1) of the Securities
Regulations (Periodic and Immediate Reports), 5730-1970, a reporting
corporation is required to provide disclosure regarding the distribution tests
applicable thereto under the law, as well as details regarding the test conducted
by the board of directors when resolving to distribute, in connection with the
company’s compliance with these tests, as stated in the said regulation, mutatis
mutandis.

B. The Law of the province of Ontario:

Subject to the Articles of Incorporation and any unanimous shareholders’
agreement, the directors may declare and a corporation may pay a dividend by
issuing shares of the corporation or options or rights to acquire shares of the
corporation or, subject to the statute, a corporation may pay a dividend in
money or property.

Dividends will be paid according to a decision of the Board of Directors of the
corporation; however, the directors shall not declare and the corporation shall
not pay a dividend if there are reasonable grounds for believing that,

(a) the corporation is or, after the payment, would be unable to pay its
liabilities as they become dug; or

(b) the realizable value of the corporation’s assets would thereby be less than
the aggregate of (i) its liabilities, and (ii) its stated capital of all classes.

5.4.4 Rights and Obligations of Shareholders
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A, Israeli Law:
The rights and obligations of a shareholder are as set forth in the Companies
LLaw, the articles of association of the company and under any law, and, inter
alia, include the right to vote, the right to receive information, the right to
review corporate documents, information regarding remuneration to directors,
and right to receive a copy of the articles of association and financial
statements. A shareholder will act towards the company and towards other
shareholders in good faith and in a customary manner. The controlling
shareholder of the company is required to act fairly towards the company, and
a breach of such duty shall be considered to be a breach of a duty of trust by an

officer, mutatis mutandis.
B. The Law of the province of Ontario:

As arule, shareholders will be entitled to vote on certain corporate actions,
inciuding those that vaiidate significant changes in the company (such as
amendments to the Articles of Incorporation, merger and dissolution).
Shareholders of a non-offering corporation are entitled to receive copies of
financial documents of the company not less than 10 days before each annual
meeting of shareholders, including financial statements, the report of the
auditor (if any) and any additional information concerning the company's
financial situation and operating results required by the Articles of
Incorporation, the by-laws and any unanimous agreement of the shareholders.

In addition, the shareholders and their authorized representatives (and in the
case of an offering corporation, any other person upon payment of a
reasonable fee) are permitted to examine the company records listed below,
during the hours of operation of the corporation: Articles of Incorporation and
By-Laws and any amendments thereto, a copy of any unanimous agreement of
shareholders, minutes of meetings of shareholders and resolutions of the
shareholders, the register of directors in the Company and the register of the
securities of the Company.

[n addition to the above-mentioned rights, the shareholders will be entitled to
object to certain corporate actions, including certain amendments to the
Articles of Incorporation, the continuation of the company outside the
Jurisdiction, statutory amalgamations and the company’s sale of all or
substantially all of its asseis. Subject to compliance with all requirements of
the OBCA with respect to the right of the shareholders to oppose, the
shareholders are entitled to receive the fair value of their shares on the last
business day before the day on which the decisions they opposed were taken.

5.4.5 Management of the Company

A. Israeli Law:

The Companies Law determines that the board of directors will outline the
company’s policy and supervise the performance of the CEQO and its
operations. The Companies Law provides a list of authorities granted to the
board of directors. The Companies Law sets forth provisions regarding the
number of directors in a company, as well as conditions to the limitation of
appointment and expiry of office of directors. Inter alia, the Companies Law
sets forth that no director will be appointed in a public company if indicted
with a judgment in a first instance, in one of the crimes listed in the Companies
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Law, which relates, inter alia, to the use of inside information, the breach of
various provisions regarding the publication of a prospectus and fraud in
connection with securities.

B. The Law of the province of Ontario:

Subject to any unanimous sharcholders’ agreement, the directors will manage
or supervise the management of the company's business and affairs. The
directors shall be entitled to appoint among themselves a managing director
who is a resident of Canada or a committee of directors and delegate to that
said managing director or committee which of the said powers are granted to
directors, other than those specified in section 127 (3) to the OBCA, including
the power to: (a) to bring before the shareholders any question or matter
requiring the approval of the sharcholders; (b) fill any vacancy among the
directors or in the office of the auditor or appoint or dismiss senior officers,
whatever their title may be, the Chief Financial Officer, however designated,
or the Chair or President of the company; (¢) Subject to section 184 to OBCA,
to issue securities except in the manner and under conditions approved by the
directors; (d) declare dividends; (¢) purchase, redeem and acquire in any other
manner, shares issued by the Company; (f) pay a commission as stated in
section 37 of the OBCA; (g) approve a management information circular
referred to in Part VIII of the OBCA; (h) approve a take-over bid circular,
directors' circular or issuer bid circular referred to in Part XX of the OSA; (i)
approve any financial statements referred to in Article 154(1)(b) of the OBCA
and Part XVIII of the OSA; (j) approve an amalgamation under section 177 of
the OBCA or an amendment to the Articles of Incorporation under subsection
168(2) or (4) of the OBCA; or (k) adopt, amend or revoke by- laws.

At least 25% of the directors of the company will be residents of Canada (as
defined in the OBCA); however, in the event that the company has fewer than
four directors, at least one director is to be Canadian. An individual will be
unsuitable to serve as a director of a company if: (a) less than 18 years of age;
(b) found to be incapable by a court in Canada or elsewhere or is incapable of
managing property under The Substitute Decisions Act, 1992 (Ontario) or
under the Mental Health Act (Ontario); or (c) has the status of a bankrupt.

Shareholders of the Company will elect the directors at the first shareholders’
meeting and at each subsequent annual meeting in which it is required to
appoint directors, for a term that will expire at the latest at the end of the third
annual meeting of sharcholders following the appointment of the directors.
The tenure of a director who was appointed for an indefinite period ends at the
end of the annual shareholders' meeting following the initial appointment. In
some cases, the Board of Directors is entitled to select a director to fill a
position on the Board of Directors. A director appointed or elected to fill a
vacancy, shall hold that office until the end of the term of office of his
predecessor.

5.4.6 Chairman of the Board and the CEO
A. Israeli Law:

The Companies Law provides limitations to the appointment as chairman and
CEO together. Notwithstanding the above, the board of directors of a
Debentures Company may decide that during period which shall not exceed
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three years each from the date of the resolution, the chairman of the board, or a
relative thercof, can be authorized to fulfill the position of CEO and use the
authorities thereof, as well as to authorize the CEO of the company or a
relative thereof to fulfill the position of chaumdn of the boald or to utilize the
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B. The Law in the province of Ontario:
The OBCA does not include similar provisions.

5.4.7 External Directors
A. The Israeli Law:

The Companies Law, after Amendment 17, determines that two external
directors shall be appointed in a Debentures Company, at least one of which is
a director with accounting and financial expertise, and the other has

professional qualifications, as the term is defined in the Companies Law.

In accordance with the provisions of Section 245(a) of the Companies Law, an
external director will be appointed for a period of three years, while the
company may renew the appointment thereof for two additional periods of
three years each (unless the company sets forth, in its articles of association,
that the total term of office of an external director will not exceed six years)

Section 245(b) of the Companies Law determines that in accordance with the
provisions of Section 245(b) of the Companies Law, an external director will
not be terminated, and his oftice will not expire, except in accordance with the
provisions of Sections 233, 246 and 247.

B. The Law of the province of Ontario:

The Board of Directors of a company that is an offering corporation shall
consist of at least three members. At least one-third of the directors of an
offering corporation must not be officers or employees of the company or
companies aftiliated thereto. Under the provisions of the OBCA, shareholders
of the company are entitled, through a decision taken by a majority of the
shareholders, remove any director from office.

The Company included in its By-Laws a provision requiring the
appointment of at least two external directors.

~ 85 lan £ P ' e
The controlling sharcholder and officers of the Company irvevocably

undertake that in the event that any of the external directors announce to
the company that a condition required for his/her service as an external
director no longer exists, then they will act in accordance with the
provisions of the Company’s Articles of Incorporation to convene an
urgent meeting of shareholders or meeting of the board of directors (as
applicabie), which shall contains, on the agenda, the resolution to dismiss
the said external director immediately and that they will vote for the said
resolution.

5.4.8 Internal auditor

A. Israeli Law:

After Amendment 17 of the law, the Companies Law sets forth that the Board of
Directors of a Debentures Company will appoint an internal auditor, at the
recommendation of the company’s audit committee.
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B. The Law of the province of Ontario:

A company that is an offering corporation is required to have an auditor. The
auditor of the corporation is appointed by the shareholders at an annual general
meeting of the shareholders. In order for an individual to be eligible to serve as an
auditor, the individual needs to be independent of the corporation, the affiliates
thereto or the directors or officers of the corporation or the affiliates thereto.

549 Audit Committee

A. The Israeli Law:
After Amendment 17 of the Law, the Companies Law sets forth that the board of
directors of a Debentures Company will appoint, of its members, an audit
committee, containing no less than three members, which all external directors
shall be members of. The majority of its members will independent directors and
the chairman of the Committee will be an external director. The audit committee
will not include, as members, the controlling shareholder or relatives thereof, the
chairman of the board of directors or any director employed by the company, by a
controlling shareholder thereof or by a corporation controlled as stated by the
controlling shareholder or which provides services, on a permanent basis, to any
of them, and a director whose main income is received from the controlling
shareholder. The functions of the audit committee include, inter alia, recognizing
failures in the business management of the company, inter alia while consulting
with the auditor of the,company or with the accountant, and suggesting manners to
remedy the deficiencies to the board of directors, to decide on the basis of reasons
to be detailed, regarding actions and transactions requiring the approval of the
audit committee as set forth in the Companies Law, to review the work plan of the
auditor before its submission for the approval of the board of directors (if
approved by the board of directors), and to propose changes thereto, to review the
company’s internal audit system and the functioning of the auditor, to review the
scope of the accountant’s work and the fees thereto, and to determine
arrangements regarding the manner of handling complaints of the Company’s
employees in connection with the deficiencies in managing its business and
regarding the defense given to employees who have complained as stated.

B. The Law of the province of Ontario:
An offering corporation must have an Audit Committee consisting of at least
three directors of the company. A majority of the members of the Audit
Committee must not be officers or employees of the company or companies
affiliated thereto. The Audit Committee reviews the financial statements and
reports to the Board of Directors prior to financial statements being approved
thereby.

5.4.10 Remuneration Committee
A. Israeli Law:

After Amendment 20 of the Law, the Companies Law sets forth that the board of
directors of a debentures company will appoint a remuneration committee of its
members, containing no less than three members, and which all of the external
directors will be members of, and all other members will be directors whose terms
of office and employment are in accordance with the provisions determined under
Section 244 of the Companies Law. The majority of its members will be external
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B.

directors and the chairman of the committee shall be an external director. The
following shall not be members of the remuneration committee: the controlling
shareholder and his refatives, the chairman of the board and any director employed
by the company, by a controlling sharcholder or by a company controlled the

controtline shareholder ag st or which
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to the company, as well as a dlrector whose main income is provided by the
controiling shareholder. The functions of the remuneration committee are, inter
alia, to recommend a remuneration policy to officers, to recommend the update of
the remuneration policy, from time to time, to the board of directors and to review
the implementation, to decide whether to approve transactions regarding the terms
of otfice and employment of officers, controlling shareholders and their relatives
which require approval and to exempt a transaction from approval of a general
assembly of the sharcholders.

The Law of the province of Ontario:
There is no legal obligation to appoint a remuneration committee

a1 UiliziiawlLo.

5.4.11 Limitations on Appointment and Expiry of Office of a Director

A.

The Israeli Law:

The Companies Law determines limitations to the appointment of a director by
virtue of Sections 224a through 227 of the Companies Law, including, inter alia,
the prohibition of appointing a minor, legally incompetent person, or person
declared as bankrupt as a director, as well as limitations to appointment following a
conviction or the imposition of means of enforcement by the Administrative
Enforcement Committee, etc.

Additionally, the Companies Law sets forth circumstances for the termination or
expiration of the office of a director under Sections 227a though 233 of the
Companies Law, including, inter alia, following appointment in contrast to the
provisions of thc Companics Law, a breach of its provisions, a conviction or
following the imposition of means of enforcement by the Administrative
Enforcement Committee, etc.

The Companies Law sets forth that a breach of the disclosure requirement under
the sections detailed above shall be considered a breach of a duty of trust towards
the Company.

The Law of the province of Ontario:

Section 119(4) of the OBCA provides that subject to Section 120(a), shareholders
of a corporation shall elect, at the first meeting of shareholders and at each
succeeding annual meeting at which an election of directors is required, directors to
hold office for a term expiring not later than the close of the third annual meeting
of sharcholders following the election.

Section 121(1) of the OBCA provides that a director of a corporation ceases to
hold office when he or she:

(a) dies or, subject to subsection 119(2), resigns;

(b) is removed in accordance with section 122; or

(c) becomes disqualified under subsection 118(1).
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5.4.12 Limitations to Appointment and Expiration of Office of an Officer (who is not a

director)
A. The Israeli Law:

Following Section 17, limitations to the appointment of a director by virtue of
Sections 225 through 226a of the Companies Law (including limitations of
appointment following a conviction or following a resolution of the Administrative
Enforcement Committee, etc.), are circumstances for the termination of expiration
of a director’s office by virtue of Sections 231 through 232a and 233(2) of the
Companies Law (including following a conviction or following the imposition of
means of enforcement by the Administrative Enforcement Committee, etc.) as well
as a determination that a breach of the disclosure requirements under the sections
detailed above will be considered a breach of trust to the company, also apply
regarding a candidate to serve as an officer (who is not a director) and officers
(who are not directors), as applicable.

B. The Laws of the province of Ontario:

Section 133 of the OBCA provides that subject to the articles, the by-laws or any
unanimous shareholder agreement:

(a) the directors may designate the offices of the corporation, appoint officers,
specify their duties and delegate to them powers to manage the business and affairs
of the corporation, except, subject to section 184, powers to do anything referred to
in subsection 127(3);

(b) a director may be appointed to any office of the corporation; and
(¢) two or more offices of the corporation may be held by the same person

5.4.13 Remuneration Policy for Officers and Terms of Office and Employment of
Officers

A. Israeli Law:

After Amendment 20 of the Law, public companies and Debenture Companies
must adopt a remuneration policy within 9 months of the commencement date
(meaning, as of December 12, 2012) and to approve terms of office and
employment of officers, controlling shareholders and their relatives in accordance
with the proceedings determined within Amendment 20, despite the previously
existing approval procedures. It should be noted that in accordance with the
provisions of Article 1 (a) of the Companies Regulations (Easement Regarding the
Obligation to Establish a Remuneration Policy), 2013, a company that offers its
securities to the public for the first time may establish a Remuneration Policy for
the first time up to the end of nine months following the date on which it became a
public company or a private company that is a debenture company, as applicable.
Until the determination of the Remuneration Policy, dealings regarding the
employment conditions of the officer of the company stated in that regulation shall
be approved in accordance with the manner in which transactions that are not in
accordance with the Remuneration Policy are approved.

B. The Law of the province of Ontario:

" published in Regulations File No. 7216 dated January 28, 2013

E -21



The board of directors of the company may determine the remuneration for
directors for services provided to the company during any period. There is no legal
obligation to have a remuneration policy for directors and/or officers (who are not
directors).

5.4.14 Transactions with Related Parties and Conflicts of Interest

A. Israeli Law:

After the amendment to the Law, the provisions of the Isracli Companies Law set
forth methods of approving transactions with controlling shareholders in
Debenture Companies, in accordance with the Companies Law.

B. The Law of the province of Ontario:

A director or officer of the company will disclose his/her interest in any material
agreement or material transaction that have taken place or will take place with the
company, if he/she: (a) s a party to a material agreement or material transaction
or a material agreement or maierial transaction thai will take place in ihe
company; or (b) Is a director or officer of, or has a material interest in, any person
who is a party to a material agreement or transaction or material agreement or
transaction that will take place with the company. A director with an interest is
not entitled to attend any part of a meeting of directors where the agreement or
transaction is discussed and shall not vote on the approval of the transaction,
unless the agreement or transaction: (a) deals mainly with his remuneration as a
director of the Company; (b) deals with insurance or indemnification under
Section136 of the OBCA or (¢) is with an affiliated company.

5.4.15 Financial Statements

A. Israeli Law:
For as long as the Company’s securities, offered under this Prospectus, are held by
the public, or as long as the Company’s securities as traded in the Stock Exchange
in Israel or registered for trade, the reporting rules regarding the financial
statements shall apply thereto, under the Securities Law and regulations
thereunder. A Debenture Company must present the financial statements to the
Committee for the Approval of Financial Statements, as defined in the Companies
Regulations (Provisions and Conditions for the Approval Process of Financial
Statements), 5770-2010, before the approval and discussion in the Board of
Directors.

B. The Law of the province of Ontario:
An offering corporation must file annual and interim financial statements in
accordance with the OSA. The directors of an offering corporation must place
these financial statements, the financial statements of the previous year (if any)
and the Auditor’s report before the shareholders at each annual meeting. The
corporation is to send these documents to all shareholders who informed the
company of their desire to obtain a copy of these documents not less than 21 days
prior to each annual meeting.

[f the Company becomes a reporting issuer in Ontario, it will be subject to

additional requirements in accordance with applicable securities laws in Ontario
regarding the preparation and delivery of financial statements.
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Despite the differences between the provisions of Israeli law and the provisions of
the OBCA regarding the financial statements, as long as the Company's securities
offered in accordance with the prospectus are held by the public, or as long as the
Company's securities are traded on the stock exchange in Israel or listed for
trading there, it will be subject to the reporting rules in connection with financial
statements, in accordance with Securities Laws and the regulations prescribed
thereunder. The Company will prepare the statements in accordance with
generally accepted accounting principles applicable to reporting corporations in
Israel, and in accordance with regulations promulgated pursuant to the Securities
Laws.

5.4.16 Authority for Settlement and Arrangement
A. Israeli Law:

The Companies Law determines that should a settlement or arrangement between
the Company and its creditors or shareholders be proposed, or between it and any
type thereof, then the Court, at the request of the Company, its creditors or
shareholders, or the liquidator if the Company is undergoing liquidation, may
order the convening of an assembly of the same creditors or shareholders, as
applicable, as ordered by the court. Should a request be filed to the court to
approve a settlement or arrangement as stated above, and the court believes that
the settlement or arrangement was offered for a plan to change the company’s
structure or to merge companies, and according to the plan, the assets must be
transferred from one company (hereinafter: the “Transferring Company”) to
another company (hereinafter: the “Transferee Company”), then the court may,
with an order approving the request or an order provided thereafter, to order as
follows: (1) to transfer the enterprise, assets or debts, in whole or in part, of the
Transferring Company to the Transferee Company; (2) to allocate shares,
debentures, policies or other similar benefits of the Transferring Company, which
is required to allocate them to a person under the arrangement or settlement; (3)
the continuation of pending legal proceedings on behalf of the Transferee
Company or against it and the Transferring Company or against it; (4) the
dissolution of the Transferring Company without liquidation; (5) the remedy to
persons who oppose the settlement or arrangement within the time and manner
ordered by the court; (6) any matter required to ensure that the change in structure
or merger will be performed fully and effectively.

B. The Law of the province of Ontario:
The OBCA provides that a liquidator of a corporation, for the purpose of the
liquidation of its business and distribution of its assets, with the approval of all the
shareholders of the corporation or the inspectors, may reach a compromise or-any
other arrangement as the liquidator sees fit with: (i) each of the creditors, or (ii)
any person claiming to be a creditor or alleging that he has a claim, present or
future, certain or contingent, liquidated or not, against the corporation or for
which the corporation might be held liable. In addition, Section 183 of the OBCA
provides for a wide range of corporate actions to be approved by the shareholders
(including share reorganizations, mergers, liquidations and any other
reorganization or schemes involving the business or affairs of the corporation or
of any or all of the holders of its securities or of any options or rights to acquire
any of its securities that is, at law, an arrangement). Upon being approved by the
shareholders, the terms of the arrangement may be submitted to the court for
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approval. Reorganization and liquidation proceedings can also be carried out
using the provisions of the Bankruptcy and Insolvency Act (Canada) (“BIA”) and
the Companies” Creditors Arrangement Act (Canada) ) (“CCAA™). The BIA is the
principal legislation in Canada applicable to bankruptcies and insolvencies,

Ao " 1 - I idat: 3] Aalbtae
governing voluntary and involuntary bankruptey liquidations as well as debto

reorganizations. The liquidation provisions under the BIA provide for the
appointment of a trustee in bankruptcy over the assets of the insolvent debtor. The
trustee's principal mandate is to liquidate the property of the estate and distribute
the proceeds to creditors of the estate in accordance with the BIA. The CCAA
permits the reorganization of insolvent companies with debts, including debtors’
affiliates, over $5,000,000 and compromise of creditors’ claims through a plan of
arrangement. The essential difference between a restructuring under the CCAA
and the BIA is that the rules and deadlines for BIA proposals are more rigid and
the courts have less discretion than under the CCAA.

5.4.17 Acquisition of Contrel in a Company and Forced Sale
A. Israeli Law:

The Companies Law sets forth that a public company will not perform an
acquisition (as the term is defined in the Companies Law) which results in a person
becoming a holder of'a controlling block (as defined in the Companies Law), if
there is no holder of a controlling block in the company, and no acquisition will be
performed if it results in the rate of holdings of the purchaser exceeding 45% of the
company’s voting rights, other than by way of a special purchase proposal being
submitted under the provisions of the Companies Law. Since the Company is a
reporting company, the above limitations do not apply thereto.
The Companies Law enables a person who offers to purchase shares or a class of
shares of a private company (hereinafter: the “Offeror”), and shareholders holding
80% of the shares availablc for transfcr have agreed to transfer, to purchase the
shares of opposing shareholders in a private company, provided that certain
conditions are met and in accordance with the procedures set forth. In counting the
shareholders who have agreed to the proposal, the controlling shareholder of the
Offeror or any entity on behalf of the controlling shareholder or of the Offeror
shall not be considered, including their relatives or companies under their control.

B. The Laws of the province of Ontario:

Under the OBCA, if within 120 days after the date of a “take-over bid” or an
“issuer bid”, the bid is accepted by the holders of not less than 90% of the
securities of any class of securities to which the bid relates, other than securities
held at the date of the bid by or on behalf of the offeror, or an affiliate or associate
of the offeror, the offeror is entitled, upon complying with the statute, to acquire
the securities held by dissenting offerees under the same conditions, including
price, that the offeror purchased the shares of the offerees accepting the bid. If the
offeror exercises this right, shareholders must either sell their shares to the offeror
on the terms of the bid or notify the offeror that they demand to be paid fair value
for their shares.

5.4.18 Exemption, Indemnification and Insurance
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A. Israeli Law:

The Companies Law sets forth provisions regarding exemption, indemnification
and insurance of officers, according to which a Company is not permitted to
exempt officers of liability due to a breach of duties of trust towards it. A company
may exempt an officer from a breach of a duty of care towards it (except in
connection with an illegal distribution), all in accordance with the provisions of the
Companies Law. A company may insure the liability of officers or indemnify them
in accordance with the provisions of the Companies Law.

B. The Law of the province of Ontario:

None of the provisions of the OBCA permits the Company to exempt directors and
officers from their obligations arising from a breach of their duty of care owed to
the Company.

A company may indemnify a director or officer, or a former director or officer, or
a person acting or who acted at the request of the company as a director or officer
or in a similar capacity of another entity, in respect of all reasonable costs and
expenses incurred in respect of the defense of any civil, criminal or administrative
action or proceding in which he/she becomes a party due to being a director or
officer of the company, provided that (i) the individual acted honestly and in good
faith for with a view to the best interests of the company, or, as applicable, to the
best interests of the other entity for which he/she acted as a director or officer or in
a similar capacity at the request of the company ; and (ii) if the matter is a criminal
or administrative proceeding enforced by a monetary penalty, the individual had
reasonable grounds to believe that his/her conduct was lawful. The said individual
shall be entitled to indemnification from the company if the individual fulfills the
conditions set forth in (i) and (ii) above, and was not determined by a court or
other competent authority that the individual committed any fault or omitted to do
anything that the individual ought to have done.

A company is entitled to purchase and maintain insurance for the benefit of a
director or officer, former director and former officer, or other individual acting or
who acted at the request of the company as a director or officer, or an individual
acting in a similar capacity in another entity, against any liability incurred:(a) in
the individual’s capacity as a director or as an officer of the company; or (b) in the
individual’s capacity as a director or officer or a similar capacity in another entity,
if the individual acts or acted in that capacity at the request of the company.

5.4.19 Duty of Trust and Care
A. Israeli Law:

An officer of a company has a duty of trust and duty of care to the company. The
provisions of the Companies Law apply to the duties of officers.

B. The Laws of the province of Ontario:
Directors and officers have a fiduciary duty and a duty of loyalty and care to the
Company. In the exercising of his/her powers and the performance of his/her
duties to the company, a director or officer shall: (a) act honestly and in good faith
with a view to the best interests of the company; and (b) exercises the same care,
diligence and skill with which a reasonably prudent person would act in
comparable circumstances.
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5.4.20 Class Actions
A. Israeli Law:

A person with a cause of action under any law arising from a connection to a
security may, with the permission of the court, file an action in the same of a group
including members who all have grounds arising from the same connection to a
security, as stated in the Companies Law.

B. The Law in the province of Ontario:
The OBCA vprovides for o

Oppression remedies

A “complainant” may apply to the court for an order where, the court is satisfied
that in respect of a corporation or any of its affiliates, (a) any act or omission of the
corporation or any of its affiiiates effects or threatens to effect a resuit; (b) the
business or affairs of the corporation or any ot its attiliates are, have been or are
threatened to be carried on or conducted in a manner; or (¢) the powers of the
directors of the corporation or any of its affiliates are, have been or are threatened
to be exercised in a manner, that is oppressive or unfairly prejudicial to or that
unfairly disregards the interests of any security holder, creditor, director or officer
of the corporation, and the court may make an order it thinks fit to rectify the
matters complained of.

Derivative actions

A “complainant” can advance a derivative action on behalf of the corporation when
the corporation refuses to bring the action itscif. No action may be brought (1)
unless the complainant has given fourteen days’ notice to the directors of the
corporation or its subsidiary (except notice is not required if all of the directors of
the corporation or its subsidiary are defendants in the action) of the complainant’s
intention to apply to the court and the court is satisfied that, (a) the directors of the
corporation or its subsidiary will not bring, ditigently prosecute or defend or
discontinue the action; (h) the complainant is acting in good faith: and (¢) it appears
to be in the interests of the corporation or its subsidiary that the action be brought,
prosecuted, defended or discontinued. Where a complainant is successful in
persuading the court that leave to commence a derivative action should be given,
the court may make any order it thinks fit.

The OBCA defines a “complainant” as: (a) a registered holder or beneficial owner,
and a former registered holder or beneficial owner, of a security of a corporation or
any of its affiliates, (b) a director or an officer or a former director or officer of a
corporation or of any of its affiliates, (¢) any other person who, in the discretion of
the court, is a proper person to make an application,

Furthermore, in accordance with the Class Proceedings Act (Ontario), a shareholder
may file a class action lawsuit in the court of Ontario against the company and its
directors if: (a) the pleadings or notice of application discloses a cause of action; (b)
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5.4.21

there is an identifiable class of 2 or more people that will be represented by a
representative plaintiff or defendant; (c) the claims or defenses of the class action
members raise common issues; (d) the class proceeding would be the preferred
procedure for resolving common issues; (e) there is a representative plaintiff or
defendant who: (1) fairly and adequately represents the interests of the class; (2)
has produced a plan for proceeding that sets out a workable method of advancing
the proceeding on behalf of the class and of notifying class members of the
proceeding; and (3) has no conflict of interest with other class members with
respect to the common issues of the class.

It shall be emphasized that the company, the controlling shareholder and
officers undertake not to raise claims against the local jurisdiction of the court in
Israel in connection with proceedings filed by holders of debentures of the
Company.

Grounds for Liquidating the Company
A. The Israeli Law:

Under the Companies Ordinance, the grounds for liquidation by a court are as
follows: 1. The company has passed a special resolution that it will be liquidated
by the court; 2. The company has not commenced its operations within one year of
being incorporated, or has ceased its business for a period of one year; 3. The
company was solvent; 4. The Court believes that it is just and fair for the company
to liquidate.

B. The Laws of the province of Ontario:

Shareholders of the company are entitled by means of a special resolution require
the company to be wound up voluntarily. A company may also be wound up by
order of the Court of Ontario in any of the following events:

(a) where the court is satisfied that in respect of the corporation or any of its
affiliates,

(i) any act or omission of the corporation or any of its affiliates effects a
result, or

(ii) the business or affairs of the corporation or any of its affiliates are or
have been carried on or conducted in a manner, or

(iii) the powers of the directors of the corporation or any of its affiliates
are or have been exercised in a manner,

that is oppressive or unfairly prejudicial to or that unfairly disregards the
interests of any security holder, creditor, director or officer; or

(b) where the court is satisfied that,

(i) a unanimous shareholder agreement entitled a complaining shareholder
to demand dissolution of the corporation after the occurrence of a
specified event and that event has occurred, or

(ii) proceedings have been begun to wind up voluntarily and it is in the
interest of contributories and creditors that the proceedings should be
continued under the supervision of the court, or
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(iii) the corporation, though it may not be insolvent, cannot by reason of
its liabilities continue its business and it is advisable to wind it up, or

(iv) itis just and cquitable for some reason, other than the bankruptcy or
insolvency of the corporation, that it should be wound up;

(c) where the shareholders by special resolution authorize an application to be
made to the court to wind up the corporation.

A winding-up order may be made upon the application of the corporation or of
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t shall be noted that the company, a controlling shareholder or officer of the
company will not oppose a request of the Trustee and/or the holders of
Debentures (Series A) submitted to a court in Israel to apply the Israeli law
regarding settiemeni and arrangements and bankruptcy, if any, and wili not
oppose the application by an Israeli court of Israeli law to settlement and
arrangements and bankruptcy.

For the avoidance of doubt it should be clarified and emphasized that the
undertakings of the controlling shareholders and officers shall include a
specific irrevocable undertaking not to initiate insolvency proceedings under
foreign law and in jurisdiction that is not Israel.

Given the above, and subject to the existence of the undertakings of the
controlling shareholders and officers, it should be clarified and emphasized
that an insolvency procedure which is not under Israeli law and in Israeli
courts can only result from a claim by a foreign creditor.

5.4.22 Priority Rights

A, ksraell Law:

The order of priority in the return of debts in a liquidation is as detailed below
(subject to the dates and ceilings set forth by law): (1) receiver expenses; (2) tax
debts with a statutory pledge; (3) debts secured with a fixed pledge; (4) salaries for
Company employees and loans for the payment of salaries; (5) income tax for
employees withheld and which have not yet been paid; (6) taxes and obligatory
payments (including municipal taxes, taxes to the treasury and governmental fees
to the registrar) and lease fees that the company owes for its assets; (7) debts
secured with a floating charge which was formulated upon the liquidation; (8)
debts to general creditors; (9) shareholders of the Company.

When the company’s assets are not sufficient for the repayment of its debts to
general creditors, the said debts will have priority based on the claims of holders of
debentures by virtue of a floating charge.

B. The Laws of the province of Ontario:
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Upon a winding up,

(a) the liquidator shall apply the property of the corporation in satisfaction of all its
debts, obligations and liabilities and, subject thereto, shall distribute the property
rateably among the shareholders according to their rights and interests in the
corporation;

(b) in distributing the property of the corporation, debts to employees of the
corporation for services performed for it due at the commencement of the winding
up or within one month before, not exceeding three months’ wages and vacation
pay accrued for not more than twelve months, shall be paid in priority to the claims
of the ordinary creditors, and such persons are entitled to rank as ordinary creditors
for the residue of their claims.

The costs, charges and expenses of a winding up, including the remuneration of the
liquidator, are payable out of the property of the corporation in priority to all other
claims.

Notwithstanding the foregoing, the law as it relates to “priorities” in the event of a
liquidation of the corporation (whether voluntary or involuntary) involves
numerous and often conflicting statutes and common law principles.
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Chapter 6 — Use of the Proceeds of the Offering

Proceeds of the Offering

The expected proceeds from the offering to the public, the estimated expenses involved
in the issuing of the proposed securities and the expected net proceeds from the offering
witl be specified in the supplementary notice that will be published accordance with
section 16(al)(2) of the Securities Act and the Securities Regulations (Supplemental
Notice and Draft Prospectus), 2007. As to the date of the prospectus, the details of
contract and the compensation to the distributors are not finalized. However, the
expected proceeds based on the maximum amount proposed, as described in this

prospectus, may be an amount of 202,000,000 NIS,

Use of the proceeds of the offering

The proceeds of the offering will be used by the Company to finance its business

activities, according to its decisions, as shall be from time to time, including:

Portion of the proceeds' Use of the proceeds

CAD 46,000 thousand Owners loans to subsidiarties of the Company for
the purpose of providing working capital and
repaying loans in the Lawrence, Mallow, Patricia,
Caledonia and Downsview projects, in accordance

with the Deed of Trust.

CAD 3,500 thousand Payment of land transfer tax

CAD 100 thousand Expenses Cushion, as defined in the Deed of Trust

Approx. NIS 7,000 thousand Interest Cushion, as defined in the Deed of Trust

The remaining proceeds are earmarked for finance Company's activity, including the
repayments of loans and as working capital for projects®, in accordance with the
Company's discretion and in accordacne with Company's decisions, as they will be

from time to time.

Until the proceeds of the offering are used, as aforesaid, the Company will deposit the

proceeds of the offering in Israeli banks that are not rated below AA (or an equivalent

Assuming all the units offered under this prospectus are purchased i
Including loans secured by, among others, Controlling Shareholder's guarantees.



6.3

6.4

international rating) and/or in government bonds issued by the Bank of Israel or the US
government or the Canadian government, and/or treasury bills issued by the Bank of
Israel and/or similar securities issued by the US government or by the Canadian

government, as determined by the Company’s management from time to time.

It is noted that as of the date of publication of the prospectus, the Company does not
intend to use the proceeds of the offering to invest in currency derivatives other than for

hedging purposes.

Underwriting

The issuance of debentures (Series A) under this prospectus is not guaranteed by
underwriting. However, Apex Issuances Ltd. (hereinafter — “Apex”) was the pricing
underwriter (as it is defined in Section 1 of the Securities Law, 1968) of the offering
under this prospectus, and was involved in determining the structure of the offering,
Apex has signed the published drafts of this prospectus and will therefore be required to

sign the final prospectus’.

Minimum amount

No minimum amount for this offering has been determined.

To the date of the prospectus, the Company did not sign an underwriting agreement. Details
regarding an underwriting agreement, when will be signed, will be specified in the
supplemental notice.



Chapter 7 — Description of Corporate Business

Part I - Description of general development of corporate business
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Definitions

For convenience, below are key definitions used in this chapter:

“The Company”

"Group companies"
or "the Group"

"Saskin" or "the
controlling
shareholder"

"The rights holders"

"Urbancorp Group"

"The Transferred
Rights"

"The Transferred
Companies"
"Condominium"

"Dollar" or "CAD"

"Square feet" or "sqft"

Urbancorp Inc.

The Company, subsidiaries and associates.

Alan Saskin, the controlling shareholder of the Company and
founder of Urbancorp Group, serves as Chairman and CEO of
the Company.

Alan Saskin and his family.

A commercial name comprised of private corporations held by
Alan Saskin (directly or indirectly through other entities
controlled thereby), alone, including with his family members or
with partners, that hold, as of the prospectus date and prior to
transfer of Alan's holdings in the transferred companies to the
Company, real estate properties in and outside Toronto (whether
development projects, rental properties and/or land classified as -
investment property). Note that not all Urbancorp Group
companies would be transferred to the Company.

Consequently, after completion of the issuance pursuant to this
prospetus and transfer of Alan's holdings in the transferred
companies to the Company, Urbancorp Group would still consist
of companies that hold development and investment real estate
properties which would not be transferred to the Company.

As these terms are defined in section 7.1.7 below.

As defined in section 3.3.2.

As this term is defined in section 7.8.1(h) below.

Canadian Dollar.

To convert square feet to square meters, 10 sqft = 0.9290 m?. For

example, a property with an area of 5,000 sqft has an area of
464.5 m’,



"The management Urbancorp Toronto Management Inc., a private company not to

(13§
1

company' be transferred to the Company in conjunction with transfer of the

o
transferred rights, as defined below.
Tiple Net Lease” A Triple Net Lease is a lease agreement on a property where the
tenant or [essee agrees to pay all rcal estate taxes, building
insurance, and maintenance on the property in addition to any
normal fees that are expected under the agreement (for example
rent, utilities, etc.). Commercial and retail spaces of the
Company usually rented in Triple Net Lease agreements, hence,
all commercial and retail leasing prices in this prospectus include
such expenses.

The Company was incorporated on June 19, 2015 without any assets, liabilities
or operations. Subject to completion of the offering, the transferred rights would
be transferred to the Company and the Company would hold the transferred
companies, as these terms are defined in section 7.1.6 below and in section 3.3.2
above (accordingly). Consequently, the Company's consolidated pro-forma
financial statements are compiled so as to reflect the acquisition of the
transferred holdings, as if it had taken place at the start of the earliest period
presented on the consolidated pro-forma financial statements (January 1, 2012),
upon incorporation of the transferred companies or upon the acquisition date by
the rights holders of the holdings in these companies, whichever is later. For
more information see Note 1.C to the financial statements.

Note, for this matier, that uniess otherwise explicitly noted, any reference to “the
Company" in this prospectus is a reference to the Company and entities
contrelled thereby, as if the issuance had always been completed and the

transferred rights had always been transferred to the Company.

7.

1 Description of Corporate Operations and Development of Corporate

Business

7.1.1  Year and form of incorporation

The Company was incorporated on June 19, 2015, pursuant to the Law in
Ontario Province, Canada.

7.1.2  About Mr. Alan Saskin and Urbancorp Group

Mr. Alan Saskin, President and owner of Urbancorp Group, has 32 years'
experience in the real estate market. After serving real estate companies in



Canada as Development Manager and VP for a decade, in 1991 Mr. Saskin
founded Urbancorp Group. Urbancorp Group is engaged in real estate project
development and construction, both on its own and through joint ventures -
primarily focused on residential communities in downtown Toronto.

Urbancorp Group is acting based on an approach which promotes
construction in mixed-income neighborhoods with easy access to public
transportation, community facilities and recreational facilities for families.

As owner and manager of Urbancorp Group, Alan Saskin has forged
successful development partnerships with some of the best respected
corporations in Canada's real estate market and banking.

Urbancorp Group has a proven track record of turning abandoned industrial
land into .communities for first-time home buyers. Urbancorp Group has
proven over the years its ability to develop vibrant and valuable
neighborhoods for residents.

In conducting their business, Alan Saskin and Urbancorp Group strive for
innovative, sustainable development and design, with many Urbancorp Group
projects incorporating of renewable energy such as geothermal energy.

7.1.3 Background for Company incorporation and debt issue in Israel

The Company was incorporated for the purpose of raising capital through
issuance of non-convertible debentures on the Tel Aviv Stock Exchange Ltd.
(hereinafter: "the stock exchange") or investment in real estate in Canada.

7.1.4 Comprehensive services agreement

Since the Company has no management of its own with regard to its
operations, on November 29, 2015 it has contracted a management services
agreement with the management companies, for provision of management
services by the controlling shareholders and by Urbancorp Group HQ staff,
including services of: CFO, accounting, comptroller, office services, telecom,
IT, secretary etc.. For more information about major terms and conditions of
the aforementioned management services agreement, see section 9.2.2 below.

Also note that Group companies receive management, development and
marketing and construction services for various Group projects from the
management company as well as on-going services from the management
company, as set forth above. For more information about major terms and
conditions of ‘management agreements for rental properties, see section
9.2.2.1 below.
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7.1.5  Commitment to delimit activities of the controlling shareholdei

(a) The controlling sharcholder has committed not to develop residential
properties for sale or rental in Toronto, Canada with total own investment
in excess of CAD 6 million (in equity) (this total investment is for a
specific development property project, not cumulative for multiple
projects) other than residential development projects currently held by
Saskin and affiliates thereof - other than the Company - as of the

nafter: "

. . N 41 th
prospectus date (hereinafter: "ne et , asS nc
v | \ >

| t

v p v'" or "new projec
case may be), other than through the Company, subject to the Company's
right-of-first-refusal to acquire the new property or the new project, as set
forth in sub-section (b) below.

Notwithstanding, it is noted that the definition of new property shall not

inciude purchasing of partner's part in existing assets.

(b) The controlling shareholder will undertake that whenever a new property,
as defined in sub-section a. above, would be proposed to him, he would
propose to the Company to develop the new project and/or to acquire the
new property and/or to invest in the new property (hereinafter; "the
proposal"). The proposal would be first submitted to the Board of
Directors, which would be required to provide its decision with regard to
the proposal within 5 business days from receiving all material and
information required by a reasonable Board of Directors to make an
investment decision with regard to the proposal. A decision with regard to
acceptance of the proposal would be passed only by the Company Board
of Directors. Should the Board of Directors fail to approve acceptance of
the proposal, the decision to reject the proposal would be submitted for
approval by the Audit Committee, whose decision to reject the proposal
would be final. Should the Audit Committee not approve the rejection of
the proposal by the Company, the controlling shareholder may not accept
the proposal - which would be submitted for turther discussion by the
Board of Directors, and the Board of Directors may accept the proposal. It
is noted that in case the Board of Directors did not accept the proposal,
the controlling shareholder may (directly or indirectly) accept the
proposal. In case of non-response to the proposal by the Company within
5 business days from receiving all information required for a reasonable
Board of Directors to make an investment decision with regard to the

: The commitment by the controlling shareholder to delimit their activities shall apply for as

fong as he is the controlling sharcholder of the Company. The Audit Committee is the
competent organ to approve a revision in the controlling shareholder's commitment to delimit
activities,



proposal, the proposal would be deemed to have been rejected (by the
Audit Committee); in case of rejection of or non-response to the proposal,
the controlling shareholder may (directly or indirectly) accept the
proposal. Furthermore, in case where, despite acceptance of the proposal
by the Company, no agreement for investment in the new project and/or
acquisition of the new project by the Company shall materialize (for
reasons not contingent on the controlling shareholder), the controlling
shareholder may (directly or indirectly) make such investment and/or
acquisition, subject to the right of refusal provision as set forth above in
this section.

(¢) The Company will issue an Immediate Report concerning any decisions
by the Company's Audit Committee and Board of Directors after every
such decision concerning delimitation of activities.

(d) The commitment by the controlling shareholder to delimit his activities, in
conjunction of the framework decision above, and the right-of-first-
refusal granted to the Company, are given for no consideration.

Note that as of the prospectus date, Saskin owns multiple real estate
development projects in Toronto, which would not be transferred to the
Company in conjunction with transfer of the transferred rights to the
Company.

Acquisition of the transferred companies by the Company from the Rights
Holders against share allocation

The Rights Holders (as defined above) have committed that, prior to listing
for trading on the stock exchange of debentures (Series A) offered to the
public pursuant to this prospectus, and subject to successful issuance to the
public, they would transfer to the Company their rights (including indirectly
through corporations owned thereby) in the ftransferred entities which
indirectly hold rights to rental investment property, development property and
geothermal assets in Toronto, Ontario in Canada, including liabilities with
respect thereto, and would assign the Company their right to the repayment of
loans from entities held be them, which amounts to CAD 8,000 thousand
(hereinafter together: "the Transferred Rights") against issuance of class
shares to to Urbancorp Holdco Inc, a corporation wholly-owned by Saskin,
which will issue similar class shares to the Interest Holders, and will be fully
controlled by Saskin.



For details see section 3.3.2 of the prospectus and note | to the financial

I A
, LUT4.

statements as of December 3

For the Company holding chart after transter of the transferred rights to the

Company, see section 7.1.7 below.

It is hereby clarified that transfer of the transferred rights and liabilities is not

contingent on any suspensive conditions and would become effective subject
. .2

to successful issuance to the public”.

The Controlling Shareholder of the Company undertakes not give any
indemnity to the Company regarding the Transferred Rights to the Company

........... J aill

and / or Transferred Companies.

Subject to successful conclusion of the issuance, the Company intends to
repay loans obtained from corporations and financial institutions, as set forth
in Chapter 6 of the prospectus.

The Company has approached for receiving the required cinsents of third parties (lenders and
partners) and as of this date received such consents of third parties, except of written consent of
related parties to First Capital Realty, which is expected to be received in the following days
before the issuance.
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7.1.7  Holding structure of the Company and transferred companies - since its inception through the prospectus issue date, the Company had
no operations as it was incorporated for the purpose of issuance pursuant to this prospectus.

The following chart lists the Company's holding structure in the transferred companies, immediately after transfer of the
transferred rights to the Company.
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7.1.8  Below is general information about projects and property portfolio of Group companies as of June 30, 2015 and as of the prospectus date
(data at 100%. CAD in thousands).

7.1.8.1 Projects classified as investment property

Fair value
. of property
Property Constru Company's / land . NOI .
. share of the Annualized . Section in
type (based | Land ction based on Annualized
Property name General information about the property | on primary | purcha date/ property valuation revenues income the
P . | (consolidated / (at 100%) prospectu
use) se date | completi ioint venture) as of June (CAD in (at 100%) S
ondate | OV 30,2015 |ty | (CADn
(CAD in " thousands)
thousands)
952 Queen is a mixed-use project Project This This
which will consist of rental and | - constru projectis | projectis
development portions. The project ction is currently currently
will include a residential building of expecte : in in
8 floors with an above grade | Investmen dto lannin lanning
. s | 17 . 100% 4,085 | Pammme | plannmg
buildable floor area of 93,086 sqft. t land start in . and so has | and so has
952 Queen . . . Apr (Consolidated -
The project will consist of 133 (rental 2012 the ) 0 0
residential units with a total saleable | property) fourth revenues. | revenues.
and leaseable floor area of 77,920 quarter Company | Company
sqft, of which 50 residential units of projection | projection
consist of leaseable floor of 30,760 2015. indicate indicate
sqft are the rental portion of this Project annualized | annualized
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Fair value

Company's of property
Property Constru P .y‘ / land . NOI L
) share of the Annualized . Section in
. type (based Land ction rovert based on revenues Annualized th
4 nue
Property name General information about the preperty | on primary | purcha date / P p Y valuation income ¢
) . (consolidated / {at 100%) prospectu
use} se date | completi joint venture) as of June (CAD i (at 100%)
in in
ondate 30,205 | ndsy | (CADn )
0 nas
{CAD in ! thousands)
thousands)
project and a commercial portion sold revenues NOI of
with a leaseable area of 7.500 sqft , after of CAD CAD
to be classified as iavestment the 1,690 1,276
property under construction. balance thousand thousand
sheet when when
In March 2014, the Company date complete’. | complete”.
acquired the remaining 50% Project Project
q g ] )]
interest in the property wtich at the sold after | sold after
property
time was held by Terra Firma, for the the
consideration amounting to CAD balance balance

2,800 thousand - which is the equity
provided by Terra Firma with
respect to the project.

On August 11, 2015, the Property

sheet date

sheet date

* Assumptions: 97% occupancy rate. $3.50 per square foot residential rental rate per month and $60 per square foot annual retail rent (triple net lease contract).
! Assumptions: 97% occupancy rate, 33% expense ratio regarding residential units, $3.50 per square foot residential rental rate per month and $60 per square foot annual
retail rent (triple net lease contract).
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Fair value

f proper
Property Constru Company's ’ l/)la:l)z N ) NOI1 ..
type (based | Land ction share of the based on Annualized Annualized Section in
Property name General information about the property | on primary | purcha date/ prop.erty valuation revenues income the
use) se date. | completi (.co'nsolldated / as of June (at 100?/0) (at 100%%) prospectu
ondate | 10IMEVeRtUre) | 5p 0is ﬂf;:al)n'(;‘s) (CAD in s
(CADin thousands)
thousands)
Company entered into a conditional
agreement with a third party for the
sale of the property for the sum of
$14,500,000.00. The agreement for
the purchase of the property is
conditional upon the purchaser
being satisfied with all aspects of
the property in its sole and absolute
discretion, including the physical
and environmental condition of the
property. On October 20, 2015 the
transaction was closed.
1071 King is a rental property | Investmen 01 Project 50% 7979 This This For
1071 King project under development, with a t land Nov constru (Joint ’ project is project is details

residential building consisting of 30 |  (rental 2011 ction is | operation with currently currently | regardin
floors with an above grade buildable | property) expecte | First Capital under under g the co-
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Fair value
f
Property Constru Company's ° I/"l.:l)rl:::rty . NOI L.
type (bas~ed Land ction share of the based on Annualized Annualized Section in
Property name General information about the property | on primary | purcha date / ) proqerty valuation revenues income the
use) se date | completi (.C(Tnmhdmed / as of June (at ]00%) (at 160%) prospectu
ondate  IOMEVENUIE) |3y gy | (CADn (CAD in )
{(CAD in thousands) thousands)
thousands)
floor area of 232,691 sqft. The dto 1071 planning planning | ownershi
project is expected to include 300 start in | Corporation®) and so has | and so has p
residential units with a leaseable the 0 0 agreeme
floor area of 173,301 sqft, and a second revenues. revenues. nt, see
commercial portion with an area of quarter Company | Company section
7,361 sqft, and offices with a of 2016 projection | projection 7.14
leaseable floor area of 21,447 sqft. and indicate indicate below.
comple annualized | annualized
tion is revenues NOI of
expecte of CAD CAD
din 7,629 5,499
third thousand thousand
quarter when when
of 2018 complete®. | complete’.

* Being held to Company's knowledge by First Capital Realty, a public company traded in Toronto stock exchange, a part of Gazit Globe Group.

¢ Assumptions: 97% occupancy rate, $3.20 per square foot residential rental rate per month and an average of $42 per square foot annual retail and office rent (triple net lease

contract).

T Assumptions: 97% occupancy rate, 33% expense ralio regarding residential units, $3.20 per square foot residential rental rate per month and an average of $42 per square

foot annual retail and office rent (triple net lease contract).
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Fair vatue

Company's of property
Property Constru mpany /land . NOI L.
. share of the Annualized . Section in
type (based Land ction based on Annualized
Property name General information about the property | on primary | purcha date / property valuation revenues income the
perty . | (consolidated / (at 100%) prospectu
use) se date | completi joint venture) as of June (CAD in (at 100%) S
ondate | OMYEMHUT 30,2015 | ndyy | (CADn
(CAD in thousands)
thousands)
Bridge is a building of 22 floors,
consisting of 533 residential units,
of which 13 units owned by the Constr
Company, which constitute the | Investmen 14 uction 100%
0
) rental portion of this project, to be | t propert comple )
3. Bridge .p . broJ property Nov P (Consolidated 3,570 196 98 ---
classified as investment property. (rental 2007 ted on )
It should be noted that all other | property) Nov
residential units in this building 2010
were sold between 2010 and 2011
and are not owned by the Company.
Curve is a building of 8 floors,
consisting of 133 residential units,
. . Constr
of which 11 units owned by the l ¢ "
. ) nvestmen uction
Company, which constitute the ; it | 100%
. . . rope comple )
4. Curve rental portion of this project, to be I() pt ly 2005 ted P {Consolidated 3,460 189 80 ---
. . renta ed on
classified as investment property. )
. . . property) Oct
Note that all other residential units 2011

in this building were sold in 2014
and are not owned by the Company.
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Fair value

f
Property Constru Compm‘ly's ’ [/}:;)i[:;rty . NOI .
type (based | Land ction share of the based on Annualized Annualized Section in
Property name General information about the property | on primary | purcha date / proqerty valuation revenues income the
use) se date | completi (.c?nsolzdated / as of June (at 100%) {at 100%) prospectu
ondate | OMEVERINIE) | 3g o4y | (CADn (CAD in )
(CAD in thousands) thousands)
thousands)
Downsview is a mixed-use project Project 51% This This
consisting of rental and constru (Joint project is project is -
development portions. The first ction is | operation with currently currently For
phase of the project consists of 551 expecte  Mattamy®). under under further
fow-rise residential buildings with a dto planning planning details
total area of 832,485 sqft, of which start in For details and so has | and so has | regardin
Block E of the project consists of | Investmen the regarding 0 0 g
Downsview low-rise residential buildings with t land 4 June | fourth | encumbering 4.000 revenues. | revenues. | material
Block E 60 residential units with a total (rental 2015 | quarter | of Company's ’ Company | Company | agreeme
leaseable floor area of 62,722 sqft, | property) of 2015 | interest in the projection | projection | nt of the
to be the rental portion of this and project in indicate indicate project,
project, which would be classified comple | favor of the annualized | annualized see
as investment land with construction tion is | Partner as part revenues NOI of section
expected to begin in the fourth expecte of a loan of CAD CAD 7.8.6.2
quarter of 20135, dinthe | given by the 1,789 1,145 below.
first Partner to the thousand thousand

¥ To Company's knowledge. Mattamy is one of the la-gest residential construction companies in Canada.
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Fair value

f
Property Constru Company's ’ ?ll'::;rty . NOI ..
type (based | Land ction share of the based on Annualized Annualized Section in
Property name General information about the property | on primary | purcha date/ prop.erty valuation revendes income the
use) se date | completi (‘co‘nsohdated / as of June (at 100%) (at 100%) prospectu
on date joint venture) 30,2015 (CAD in (CAD in S
(CADin | Tousands) | ousands)
thousands)
quarter | Company, see | when when
of 2017 | section 7.8.6.2 complete(). completem
below.
Downsview Blocks A&P is a Project 51% 2,400 This This -
mixed-use project consisting of constru (Joint projectis | project is For
rental and development portions. ction is | operation with | (24,000, | currently currently further
Downsview The project consists of 526 | Investmen expecte Mattamy”). of which under under details
Blocks A&P residential units in two towers, with t land 4 June | dto 2,400 is planning planning | regardin
(Affordable a total above grade buildable floor | (rental 2015 | startin For details attributab | and so has | and so has g
Housing) area of 408,308 sqgft, of which 53 | property) the regarding le to 0 0 material
residential units with a total third encumbering income revenues. | revenues. | agreeme
leaseable floor area of 41,141 sqft, quarter | of Company's | producing | Company | Company | nt of the
to be the rental portion of this of 2016 | interest in the | properties | projection | projection | project,

? Assumptions: 97% occupancy rate, $2.45 per square foot residential rental rate per month.
9 Assumptions: 97% occupancy rate, 36% expense ratio regarding residential units, $2.45 per square foot residential rental rate per month.
" To Company's knowledge, Mattamy is one of the largest residential construction companies in Canada.
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Fair value

£ ‘
Property Constru Campan‘uy's ’ [/);::zrty . NOI L.
type (based | Land ction share of the based on Annualized Annualized Section in
Property name General information about the property | on primary | purcha date / ) prop'erty valuation revenues income the
use) se date | completi ('C({nsohdanted / as of June (at 100%) (at 100%) prospectu
ondate  JOMEVEMUT) |3y 5y | (CADn (CAD in )
(CAD in thousands) thousands)
thousands)
project, which would be classified and project in of the indicate indicate see
as investment property  with comple | favorofthe | project)’? | annualized & annualized | section
construction expected to begin in tion is | Partner as part revenues NOI of 7.8.6.2
the third quarter of 2016. expecte of a loan of CAD CAD 751 below.
dinthe | given by the 1,173 thousandw
This part of Downsview is part of second | Partner to the thousand hen
the Block Lands, as dzfined in quarter | Company, see when complete
section 7.8.6.2 below. of 2018 | section 7.8.6.2 complete|3 9
below. .
Edge is a mixed-use project Constr 66.67% The This This For
consisting of rental and | Investmen uction (Joint appraised | project is project is further
Edoc development portions. The project | t property | 26 Feb | comple operation) value of | currently currently detatls,
= consists of two towers of 21 and 22 (rental 2010 | tedon the 39 in the rent- | in the rent- see
stories built on top of a 7 story | property) May | It is noted that units up period, | up period, | section
podium with a total above grade 2015. | after June 20, | rented out |  with an with an 7.7.6.1

" It is noted that the appraisal done in April 2013. The Company estimates that as of the prospectus date that there were no significant changes in the valuations between the

effective date. March 31st, 2013, and the prospectus date.
13 - « ~ - ~ . .
° Assumptions: assuming 97% occupancy rate, $2.45 per square foot residential rental rate per month.
14 . . - . - . B . n = ~ . -

Assumptions: assuming 97% occupancy rate, 36% expense ratio regarding residential units, $2.45 per square foot residential rental rate per month.
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Fair value

fpro
Property Constru Company's ’ [/)lal[:;rty ] NOI L.
type (based | Land ction share of the based on Annualized Annualized Section in
Property name General information about the property | on primary | purcha date/ prop.erty valuation revenues income the
use) se date | completi (‘c(fnsohdated / as of June (at 100%) (at 100% prospectu
ondate | 1OMEVERtUre) 30 015 ﬂfoclia')n';s) (CAD in s
(CAD in thousands)
thousands)
buildable floor area of 690,678 sqft, 2015, an as of 30- | annualized | annualized | below.
consisting of 666 residential units, agreement Jun-2015 | revenue of |  NOI of
of which 87 residential units with a with the is 10,310 384 for 216 for
total leaseable floor area of 46,576 Company's 2015, 2015,
sqft to be the rental portion of this partner in the assuming | assuming
project, which would be classified project has rental rental
as investment property. come into trends trends
Construction completed in May force, which continue continue
2015 ends the linearly linearly
partnership until fully. | until fully.
As of June 30, 2015, the office agreement. Manageme | Manageme
space of 38,954 sqft is vacant. As of For further nt indicate | nt indicate
the prospectus date, the said space is details, see annualized | annualized
fully owned by the Company and section 7.7.6.1 revenues revenues
the Company waits for zoning below. of CAD of CAD
approval of the said space as office 1,572 1,053
space, which after obtaining such thousand thousand
zoning, the Company will lease it. after after
renting all | renting all
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Fair value

£ ‘
Property Constru Compax.ly':s ’ l/)zgr[:;rty . NO1 L.
type (based | Land ction share of the based on Amnualized Annualized Section in
Property name General information about the property | on primary | purcha date / ) prog:ferty valuation revemues income the
use} se date | completi ('c?nsohdznted / as of June (at 100%) (at 100%) prospectu
ondate  JOMEVEMUT) |3y 5y | (CADn (CAD in s
(CAD in thousands) thousands)
thousands)
The project includes a commercial residential | residential
portion with a total area of 3,700 units units
sqft. owned by | owned by
the the
Company | Company
as of as of
prospectus | prospectus
date (54 date (54
residential | residential
units)">. units)m.
Kingsclub is an investment property | Investmen The 50% Company This This For
project. The project consists of three | t property Nove constru (Joint ’s share projectis | project is further
. inter-connected residential buildings under ction of | operation with | of the currently currently details,
Kingsclub above a 2-storey podium of | constructi globleor the King Liberty | income under under see
commercial retail space, and 4| on(rental project North producing | constructio | constructio | section
underground parking floors, with a | property) has Corporation, | property n and so n and so 7.7.6.2

" Assumptions: 97% oceupancy rate, residential rental rate of $2.90 per square foot per month.
6 Assumptions: 97% occupancy rate, residential rental rate of $2.90 per square foot per month, and a 33% expense ratio regarding residential units.
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Fair value

f propert
Property Constru Company’s ’ [/)Ia:d ’ . NOI ..
type (based | Land ction share of the based on Annualized Annualized Section in
Property name General information about the property | on primary | purcha date / property valuation revenues income the
use) se date | completi (.c(fnsohdated / as of June (at 100%) (at 100%) prospectu
. on date joint venture) 30,2015 (CAD in (CAD in s
(CAD in thousands) thousands)
thousands)

total above grade buildable area of started | which, to the | (2 of the has 0 has 0 below.
527,554 sqft. The project s Novem best of the 3 towers revenues. | revenues.
expected to include a residential ber Company's | and Company | Company
portion for rental with a total 2012 | knowledge is | commerci | projection | projection
leaseable floor area of 329,812 sqft, and owned by al space) indicate indicate
consisting of 506 residential units, comple | First Capital | is annualized | annualized
as well as a commercial portion of tion is Realty'"). 43,220 revenues NOIT of
15 units with a total leaseable area expecte of CAD CAD
of 157,205 sqft. d in the For details 18,040 14,049

first regarding thousand thousand
Project construction was started in quarter | encumbering when when
November 2012. 0f 2018 | of Company's complete’” | complete®

interest in the
project in

"7 A public company traded in Toronto stock exchange, a part of Gazit Globe Group.
'8 For details regarding the classification of the first building in the project, see section 7.7.6.2.a below.

!9 Assumptions: 97% occupancy rate, $3.15 per square foot residential rental rate per month and $39 per square foot annual commercial rental rate (triple net lease contract).

*% Assumptions: 97% occupancy rate, 33% expense ratio regarding residential units, $3.15 per square foot residential rental rate per month and $39 per square foot annual
commercial rental rate (triple net lease contract).




Fair value

v of property
Property Constru Company's / land . NOI .
. share of the Annualized K Section in
type (based Land ction based on Annualized
. ! . property . revenues ) the
Property name General information about the property | on primary | purcha date / ) . valuation income
. | (consolidated / (at 100%) prospectu
use) se date | completi oint ture) as of June (CAD i (at 100%)
en
on date | 1O YEmIUTe 30,2005 | 7 '(;") (CAD in *
usandas
(CAD in thousands)
thousands)
For further details regarding the sale favor of the
of a non-specific interest in one Partner as part
third (1/3) of each residential unit in of a loan
the project to a third-party not given by the
affiliated with the Company, see Partner to the
section 7.7.6.2 below. Company, see
section 7.7.6.2
below.
St. Clair is an investment property constru This This For
project. The project consists of a ction 40% project is project is details
building with 8 floors, with a total 0 ; expecte (Joint currently currently | regardin
. nvestmen . i
above grade buildable floor area of t land 12 dto | operation with 2,527 under under g the co-
. . ang i . ] ) } »
St. Clair 96,365 sqft, consisting of 138 Dec | startin | Hendrick and planning planning | ownershi
. . . . (rental ]
residential units  with a ftotal ry) 2011 | the first Main and so has | and so has p
! . rope
leaseable floor area of 79,709 sqft, property quarter | Development 0 0 agreeme
to be classified as investment of 2016 Inc.zg) revenues. | revenues. nt, see
property under construction. and Company | Company section

' To Company's knowledge, Hendrick and Main Development Inc. is a privately held retail-centric mixed use real estate developer operating in Toronto and Ottawa.




Fair value

. of property
Property Constru Company's /land S NOI1 ..
. share of the Annualized ) Section in
type (based | Land ction based on Annualized
Property name General information about the propert on primary | purcha date / property valuation revenues income the
perty property . | (consolidated / (at 100%) prospectu
use) se date | completi ioint venture) as of June (CAD in (at 100%)
ondate | IO o 30,2015 | gy | (CAD *
(CAD in thousands)
thousands)
The project is expected to include a comple projection | projection 7.14
commercial portion with a leaseable tion is indicate indicate beiow.
floor area of 7,800 sqft. expecte annualized | annualized
The Company has construction d in the revenues NOI of
rights with an area of 105,775 third of CAD CAD
square feet. quarter 3,010 2,092
of 2017 thousand thousand
when when
2 23
complete™ | complete
Westside is a project consisting of 1 constru
building, constructed by the | Investmen 26 ction L00%
[
. Compan and registered as | t propert comple .
10. Westside patly - ant 1= PROPETLY T Apr Pie1 (Consolidated | 2,220 122 56
condominium in August 2012, | (rental 2005 ted on )
consisting of 354 residential units, | property) Aug
of which 7 units are owned by the 2010

2 Assumptions: 97% occupancy rate, $3.00 per square foot residential rental rate per month and $30 per square foot annual commercial rental rate (triple net lease contract).

7 Assumptions: 97% occupancy rate, 33% expense ratio regarding residential units, $3.00 per square foot residential rental rate per month and $30 per square foot annual
commercial rental rate (triple net lease contract).




Fair value
, of property
Property Constru Comparfly i ‘/]la:d . NOI ..
. share of the Annualized . Section in
type (based Land ction based on Annualized
Property name General information about the property | on primary | purcha date / . pro;Terty valuation revenuoes income the
use) se date | completi u‘C({nsohdated / as of June (at 100 4)) (at 100%) prospectu
on date joint venture) 30,2015 (CAD in (CAD in ]
(CAD in thousands) thousands)
thousands)

Company, constituting the rental

portion of the project, to be

classified as investment property.

7.1.8.2 Development projects:
Property /
land value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in in the
property primary use) ]pu(rj'chase (consolidated / 100% 2015 thousands) at status prospec
ate joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
952 Queen is a mixed-use project Development As of
which will consist of rental and property under 100% As of the the
952 Queen development portions. The project will | planning. Thisisa | 01 Nov 2011 (Consolidated) 51771 - prospectus date, the | prospect -

include a residential building of 8 mixed-use : Company is unable = us date.
floors with an above grade buildable property and to estimate the the




Property /

land value Expected gross
Company's based on income for the
‘ Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in in the
property primary use) purchase (consolidated / 100% 2015 thousands) at status prospec
date joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
floor area of 93,086 sqft. includes expected gross project
The project will consist of 133 condominium profit for this is under
residential units with a total a total | residential units project due, inter  planning
saleable and leaseable floor area of for sale alia, to the fact that :
77.920 sqft of which 83 residential construction of this  preparati
units with a total saleable floor area of project has yet to on for
47,160 sqft, to be the development start, since the construc
portion of this project, which would be Company has yet tion of
classified as development real estate to contract a this
under planning. financing project
The project is expected to include a agreement for is
Project construction is expected to start construction of this = expected
in the fourth quarter of 2015. project and secure to start
In March 2014, the Company acquired contracts with in the
the remaining 50% of the property construction fourth
which at the time were held by Terra contractors, and quarter
Firma, for consideration amounting to therefore the total | of 2015.

CAD 2,800 thousand - which is the
equity provided by Terra Firma with
respect to the project.

On August 11, 2015, the Property

cost required for
completion of this
project is not final
as of this date.
However, based on




Property /

land value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on L property revenues at | of June 30, (Dollars in in the
property primary use) purchase (consolidated / 100% 2015 thousands) at status prospec
date joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only}
Company entered into a conditional Company
agreement with a third party for the experience with
sale of the property for the sum of similar projects in
$14,500,000.00. on October 20, 2015 this area, the
the transaction was closed. Company expects
the gross margin
for this project to
be 4% or higher.
St. Clair Village is a development As of
project under planning. The project As of the the
consists of 41 residential semi- prospectus date, the | prospect
detached townhomes with an area of Company is unable | us date,
118,300 sqft. Development to estimate the the
Project construction has started in the property under expected gross project
Caledonia (St. Clair | fourth quarter of 2015. The Company planning. The 01 Aug 2013 100% 29,888 B profit for this is under .
Village) has construction rights with an area of | property includes = (Consolidated) project due. inter | planning
118.300 square feet. residential units alia. to the fact that :
for sale construction of this | construc
As of June 30, 2015, the asset company project has vet to tion of
has engaged in pre-sale agreements in start, since the this
regards to all of the residential units of’ Company has yet project
the project. to contract a is




Property /

land value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, . (Dollars in in the
property primary use) purchase (consolidated / 100% 2015 thousands) at status prospec
date joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
financing expected
agreement for to start
construction of this in the
project and secure fourth
contracts with quarter
construction of2015
contractors and and
therefore the total ~ completi
cost required for on is
completion of this  expected
project is not final in the
as of'this date. first
However, based on = quarter
Company of 2017.

experience with
similar projects in
this area, the
Company expects
the gross margin
for this project to

be 17.1% or higher.




Property /
land value

Expected gross

Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
. an( . rojec .
Property name General information about the {based on urchase property revenues at | of June 30, (Dollars in ) “t' . in the
. . _ statu
property primary use) P lat {consolidated / 100% 2015 thousands) at prospec
date L . . ,
joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
. . As of'the As of
Downsview phase | is a development ospectus date. th h
) X . rospectus date, the e
property under planning. The project 519 prosp . . ) )
consists of 491 low-rise residential > Company is unable | prospect
. . (Joint operation to estimate the us date,
units with a total saleable floor area of . ‘ 24 o o R
769,763 sqft, 1o be the development with Mattamy™). expecied gross the
" I . . profit for this roject
portion of this project, which would be . i . . Ap !
e ’ Development For details project due. inter is under .
classified as development property . . . . For
. i property under regarding alia, to the tact that | planning .
under planning. . .. ST N . . turther
This part of Downsview in part of the planning. This is a encumbering of construction of this ) details
Downsview o : n residential nv's roject has vet 1o construc ] -
3. Block Lands, as defined in section 4 June 2015 .Compa. D 223,957 -- Proj 7 . . see
Phase | ) property and interest in the start, since the tion of .
7.8.6.2 below. . A . N . section
et et e ey . includes project in favor of Company has yet this .
Project construction is expected to start . . . . 7.8.6.2
. . . residential units the Partner as part to contract a project v
in the fourth quarter of 2015. The . . . . below.
Company has additional construction for sale ofa loan given by financing started
rights v 'Eth 3;1 area ot 1,179,040 sqft the Partner to the agreement for in the
44 . . . . < . ~
Ag of the prospectus déte Comp:jnv Company, see construction of this fourth
i .
’ 4 H ) lee] . se re e
management has designated this land section 7.8.6.2 project and %,cu“ q?al !
for devvclo ment pro e;t : below. contracts with of 2015
P PrOpErty- construction and
contractors and completi

* To Company's knowledge, Mattamy is one of the largest residential construction companies in Canada.




Property /

land value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in in the
. purchase . status
property primary use) date (consolidated / 100% 2015 thousands) at prospec
joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
therefore the total onis
cost required for | expected
completion of this in the
project is not final second
as of this date. quarter
However, based on | of 2017.
Company
experience with
similar projects in
this area, the
Company expects
the gross margin
for this project to
be 16.5% or higher. |-
Downsview Blocks A&P is a mixed- Land reserve. 51% As of'the As of For
Downsview Blocks | use project consisting of rental and | This is a mixed- (Joint operation prospectus date, the the further
A&P development portions. The project | use property and 4 June 2015 with Mattamyzs). 150.921 . Compar}y is unable | prospect | details,
(Aftordable consists of 526 residential units in two includes : to estimate the us date. sec
Housing) towers, with a total above grade condominium For details expected gross the section
buildable floor area of 408,308 sqft, of | residential units regarding profit for this project 7.8.6.2

 To Company's knowledge, Mattamy is one of the largest residential construction companies in Canada.




Property /
fand value

Expected gross

Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, {Dollars in in the
property primary use) pu;chase (consolidated / 100% 2015 thousands) at status prospec
ate joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
which 473 residential units with a total encumbering of project due. inter is under below.

saleable floor area of 367,166 sqft. to
be the development portion of this
project, which would be classified as
development property under planning.

This part of Downsview in part of the
Block lLands. as defined in section
7.8.6.2 below.

Project construction is expected to start
in the third quarter of 2016.

for sale

Company's
interest in the
project in favor of
the Partner as part
of a loan given by
the Partner to the
Company. sce
section 7.8.6.2
below.

alia. to the fact that
marketing and
construction of this
project has vet 1o
start. since the
Company has yet
to contract a
financing
agreement {or
construction of this
project and secure
contracts with
construction
contractors and
therefore the total
cost required for
completion of this
project is not final
as of this date.
However, based on
Company

planning

construc
tion of
this
project
is
expected
{o start
in the
third
quarter
of 2016
and
completi
onis
expected
in the
second
quarter
ot 2018.




Property /

land value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in in the
property primary use) purchase (consolidated / 100% 2015 thousands) at status prospec
date joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
experience with
similar projects in
this area, the
Company expects
the gross margin
for this project to
be 16.5% or
higher.
Downsview 29 Lots is a development As of the As of
property under planning. The project prospectus date, the the
consists of 60  low-rise residential Company is unable | prospect
buildings, with a total area of 168,000 Land reserve. to estimate the us date. For
square feet, which would be classified Thisis a expected gross the further
Downsview as  development property under residential 51% profit for this project details.
29 Lots planning. property and 4 June 2015 (Joint operation 49,085 ——— project due, inter is under see
includes with Mattamy) alia, to the fact that | planning | section
This part of Downsview in part of the | residential units marketing and : 7.8.6.2
Lots Lands, as defined in section for sale construction of this | construc below.
7.8.6.2 below. project has yet to tion of
start, since the this
Project construction is expected to start Company has yet project




Property /
land value

Expected gross

Company's based on income for the
Property tvpe Land share of the Expected valuation as project Project Section
Property name General information about the {based on property revenues at | of June 30, {Dollars in in the
property primary use) pu;chase {consolidated / 160% 2018 thousands) at status prospec
ate joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
in the third quarter of 2016. to contract a is
financing. expected
agreemerit for to start
constructior: of this in the
project and secure third
contracts with quarter
construction of2016
contractors and and

therefore the total
cost requirad for
completion of this
project is not final
as of this date.
However, based on
Company
experience with
similar projects in
this area. the
Company expecis
the gross margin
for this project to

completi
onis
expected
in the
third
quarter
of 2017.




Property /

land value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Proiect Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in ! in the
. purchase . status
property primary use) date (consolidated / 100% 2015 thousands) at prospec
a
joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
be 29.2% or
higher.
66.67%
(Joint operation)
Efige is a mixed-use project consiéting It is noted that
of rental and development portions.
. . . after June 30,
The project consists of two towers of
: . . Development 2015 (after the . .
21 and 22 stories built on top of a 7 L. . . Project FFor
. . property. This is a completion of the .
story podium with a total above grade nixed-use profect roject), an construc | further
. . mixed-u \ . .
buildable area of 690,678 sqft, o Z ! proJ e tion was | details.
. . . . . .| andincludes a agreement wi
Edge consisting of 666 residential units, of . . 26 Feb 2010 & , 173,219 - 10,966 complet see
. . . . . building with the Company's i .
which 579 residential units with a total ondomini tner in th ed in section
minium ner i
saleable area of 317.734 sqft to be the ¢ .n 0 . . u. p?r rnhe May 7.8.6:1
. - . residential units project has come
development portion of this project, 2015. below.

which  would be classified as

development property.

for sale

into force, which
ends the
partnership
agreement. For
further details,
see section




Property /
land value

Expected gross

Company's based on income for the
Property tvpe Land share of the Expected valuation as project Proiect Section
. 1 ] rojec .
Property name General information about the based on property revenues at | of June 30, Dollars in ! in the
perty purchase prop status
preperty primary use) dat (consolidated / 100% 2015 thousands) at prospec
€ .. : .
oint venture Properties | 100% (Company's tus
J Y pany
classified as share)
inventory
only)
7.7.6.1 below.
. . As of
Lawrence is a development projec: As of the i
.. N . . . \S e
consisting of 88 low-rise residentia! o s cate. X .
. ) . prospectus date, the | prospec
units with a total saleable area of }Conf vis hbl s dil
. any Is unable s date.
236,478 sqft (the project has a tota. o Ps{imdl " h
. estimate the ¢
land area of 324,633 SF), to be expected 2708 ect
. xpected gros rojec
classified as development property - . P P .p !
land reserve income for this is under
and res . . . .
. project due. inter | planning
. .. alia, 10 the fact that ;
Project construction is expected to star: . -
in the fourth quarter of 2016 100% constructior: of this | construc
i . R . o - . . .
Lawrence ; d . . Land reserve 29 Aug 2013 . 52,466 - project has yet to tion of -
T'he Lawrence project has as of right (Consolidated) slérl ince th this
. N . since the $
development rights of 110,114 sgft anc. Company has vet et
.. mpany has ye rojec
has sought municipal approval for ar to} act a P ,‘l
. e contrac is
additional 126,000 sq/ft of buildable A
floor area financing expected
ca. .
agreemert for to start
As of June 30. 2015. the asset - construction of this in the
As of June 30. 2015, the asset compary . .
. C roject and secure fourth
has engaged in pre-sale agreements ir pro) Lacts witl .
. . . . . contracts with quarter
regards to 33 of the residential units of . ]‘C
the profect construction 02016
project confractors and and

LI




Property /

land value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in in the
property ~ primary use) purchase (consolidated / 100% 2015 thousands) at status prospec
date Jjoint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
therefore the total | completi
cost required for onis
completion of this | expected
project is not final in the
as of this date. third
However, based on | quarter
Company of 2017.
experience with
similar projects in
this area, the
Company expects
the gross margin
for this project to
be 17.8% or higher.
Mallow is a development project Note that as of the As of
consisting of 39 low-rise residential prospectus date, the the
units with a total saleable area of Company is unable | prospect
109,280 sqft (the project has a total 100% to estimate the us date.
Mallow land area of 134.402 SF). to be | andreserve | 28Aue20M T o ated) 45,404 expected gross the
classified as development property - income for this project
land reserve. project due, inter is under
alia, to the fact that | planning




Property name

General information about the
property

Property type
{based on
primary use)

Land
purchase
date

Company's
share of the
property
(consolidated /
joint venture)

Expected
revenues at
100%

Property /
Iand value
based on
valuation as
of June 30,
2015
(Properties
classified as
inventory
only)

Expected gross
income for the
project
(Dollars in
thousands) at
100% (Company's
share)

Project
status

Section
in the
prospec
tus

Project construction is expected to stert
in the first quarter of 2017.
The Company is currently working
towards zoning approval for residential
housing, as the land is currently zoned
for commercial usage only.

As of June 30, 2015, the asset company
has engaged in pre-sale agreements in
regards to 17 of the residential units o7
the project

construction ot this
project has yet to
start, since the
Company has vet
to contract a
financing
agreement for
construction of this
project and secure
contracts with
construction
coniractors and
therefore the total
cost required for
completion of this
project is not final
as of'this date.
However, based on
Company
experience with
similar projects in
this area. the

construc
tion of
this
project
is
expected
{0 start
in the
first
quarter
of2017
and
completi
onis
expected
in the
first
quarter
of 2018.

wh




Property /

jand value Expected gross
Company's based on income for the
Property type Land share of the Expected valuation as project Project Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in in the
property primary use) purchase (consolidated / 100% 2015 thousands) at status prospec
date joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
Company expects
the gross margin
for this project to
be 18.9% or higher.
As of
Note that as of the the
Patricia is a development project prospectus date, the | prospect
consisting of 39 low-rise residential Company is unable | us date.
units with a total saleable area of to estimate the the
126,690 sqft (the project has a total expected gross project
fand area of 119,361 SF), to be income for this is under
classified as development property - project due, inter | planning
Patricia land reserve. Land reserve 27 Aug 2014 IOO,% 44230 . alia, to th.e fact that N
(Consolidated) marketing and construc
Project construction is expected to start construction of this | tion of
in the second quarter of 2017. project has yet to this
The Company has construction rights start, since the project
with an area of 71,042 sqft and is Company has yet is
working on zoning approval for the to contract a expected
above proposal. financing to start
agreement for in the
construction of this first




Property /
land value

Expected gross

Company's based on income for the
Property type Land share of the Expected valuation as pfoject Project Section
Property name General information about the (based on property revenues at | of June 30, (Dollars in in the
property primary use) pun;chase (consolidated / 100% 2015 thousands) at status prospec
date joint venture) (Properties | 100% (Company's tus
classified as share)
inventory
only)
project and secure quarter
contracts with of'2017
construction and
contracters and completi
therefore the total onis
cost required for | expected
completion of this in the
project is not final fourth
as of this date. quarter
However, based on | of 2017.

Company
experience with
similar projects in
this area. the
Company expects
the gross margin
for this project to

be 16.1% or higher.

*

The aforementioned information with regard to expected revenues and expected NOI constitutes forward-looking information, as the

term is defined in Securities Law. This information is based on economic calculations prepared by the Company, based on current



sale prices of units already sold and the expected sales rate for the project, based on the Company's past experience with these and
other projects, and in accordance with buildings plans and planning outline as of today. Company estimates may fail to materialize in
case of any material deterioration in sale prices of apartments compared to the prices used as basis for the forecasts and/or should the
sales rate of project apartments be significantly lower than the sales rate used as basis for the aforementioned revenue forecast due,
inter alia, to the risk factors listed in section 7.17 below.

** The aforementioned information with regard to expected gross margin constitutes forward-looking information, as the term is
defined in Securities Law. This information is based on economic calculations prepared by the Company, based on current sale prices
of units already sold, the expected sales rate and expected cost for completion of the project, based on the Company's past experience
with these and other projects. Company estimates may fail to materialize in case of any material deterioration in sale prices of
apartments compared to the prices used as basis for the forecasts and/or should the sales rate of project apartments be significantly
lower than the sales rate used as basis for the aforementioned revenue forecast and/or should the actual cost be higher than the cost
currently anticipated by the Company due, inter alia, to the risk factors listed in section 7.17 below.
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(a) Development of real estate for sale in Toronto, Canada — Development,

construction and sale of properties primarily designed for residential

and/or
segment").

commercial

use (hereinafter:

"the

development

property

(b) Investment property in Toronto, Canada — purchasing, holding and
improvement of real estate, including land, as well as purchasing and
operation of rental property (hereinafter: "the investment property

PR RE | Y
segment’ ).

(c) GeoThermal Operating in Toronto, Canada — the Company owns

. .26
geothermal assets at the FEdge, Curve, Bridge and Fuzion

(hereinafter: "the GeoThermal Operating Segment").

projects

For more information about these operating segments, see sections 7.7, 7.8

and 7.9 below.

Investments in corporation's capital and transactions in shares thereof

since inception

Below is information about investments in Company capital and allocation of
securities by the Company from January [, 2012 through soon prior to
publication of this prospectus:

Number | Consideration
Investment of received
Investment type Investors . . .
date ordinary {(Dollars in
shares thousands)
» Urbancorp
Shares issued to Holdco
controllin Inc., a
& . June 19, 0.1
shareholder upon | corporation 2015 100
incorporation of the fully
Company controlled
bySaskin?’

Dividend distribution

Fuzion is a development project which was held by the Company until the completion of
construction and transfer of units which was completed in the January 2014, and the Geo-
Thermal of it is being held by the Company (indirectly).

Saskin in entitled to 100% of voting rights in that corporation.
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7.4.1

7.4.2

7.4.3

7.4.4

7.4.5

As of the prospectus date, the Company has not adopted a dividend
distribution policy.

The Deed of Trust for debentures (Series A) stipulates restrictions with regard
to dividend distribution — for more information see section 5.5 of the Deed of
Trust, enclosed as Appendix I to Chapter 2 of the prospectus.

For the provisions of Ontario Law regarding distributions see section 5.4.3.B.
it is noted that in general, there are no limitations of funds transferring
between the subsidiaries of the Company and the Company.

Two years prior to the date of the prospectus, the Company did not distribute
dividends. However, it should be noted that the Company is an independent
legal entity, which was established on June 19, 2015, for the purpose of
raising capital in Israel through the issue of bonds under this Prospectus. It
should be noted that the two years prior to the date of the prospectus (ie,
starting from January 1, 2013) the "transferred corporations" did not
distribute dividends to Rights Holders, including by way of return of capital,
in the ordinary course of these corporations. '

After the balance sheet date and through the prospectus date, the property
companies did not distribute dividends to Rights Holders.



Part II — Additional Information

7.5 Financial information with regard to the corporation’s operating seoments

Below is financial information (in CAD thousands) for 2012, 2013 and 2014 for the six months ended June 30, 2014 and 2015, based on the
Company's consolidated pro-forma financial statements”®:

Investment property sesment:

“For the six months ended June 30; Forthe year ended December 31,
; 2015 2014 2014 2013 2012
Revenues from external parties 249 213 466 115 0
Total revenues 249 213 466 115 0
Fixed cost attributed to the operating segment (142) (55) (203) (35) 0
Variable cost attributed to the operating
0 0 0 0 0
segment
Total cost which does not constitute 3
. (142) (55) (203) (35) 0
revenues of another operating segment
profit from appreciation of investment .
(1,839) (3,783) (961) 1,082 2,106
property
Financing expenses 0 0 0 0 0
profit (loss) attributable to equity holders of .
- (1,732) (3,625) (698) 1,162 2,106
the Company
profit (loss) attributable to non-controlling
. 0 0 0 0 0
Interest
Total assets (as of the last day of the period) 134,021 99,891 112,705 75,123 42,523
Total liabilities (as of the last day of the 84,089 64,388 68,943 39,423 18,890
period)

For explanation of developments in these items, see chapter "Board of Directors Report".
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Development property segment:

For the six months ended June 30, ~ For the year ended December 31,
o ois . 0 204 F 9014 2013 2012
Revenues from external parties 69,450 5,737 82,774 63,738 34,142
Total revenues T 69,450 5,737 82,774 63,738 34,142
Fixed cost attributed to the operating segment 0 0 0 0 0
Variable cost attributed to the operating
(66,633) (4,780) (80,761) (64,049) (33,773)
segment
Total cost which does not constitute
. (66,633) (4,780) (80,761) (64,049) (33,773)
revenues of another operating segment
profit from normal activity 2,817 957 2,013 (311) 369
Sales and Marketing (5,794) (542) (6,038) (7,417) (4,949)
General and Administrative Expenses (426) (686) (1,351) (788) (629)
Financial Income 1,311 666 577 2,742 6,718
Financial expenses (1,334) (715) (1,038) (3,053) (8,607)
profit (loss) attributable to equity holders of
(3,426) (320) (5,836) (8,828) (7,098)
the Company
profit (loss) attributable to non-controlling
. 0 0 0 0 0
interest
Total assets (as of the last day of the period) 195,885 222,968 233,573 279,353 292,299
Total liabilities (as of the last day of the
. 185,499 193,143 226,901 251,851 305,627
period)
GeoThermal Operating Segment:
. For fhé"SiX mon’ths’"‘endedr.] une 30, For the year ended December 31,
o o 2015 - ' ‘2014" ’ 2014 ' 2013 2012
Revenues from external parties 730 199 835 472 405
Total revenues 730 199 835 472 405
Fixed cost attributed to the operating segment (331) (273) (577) (125) (577)




Variable cost attributed to the operating

period)

0 0 0 0
segment
Total cost which does not constitute
A (331) (273) (577) (467} (316)
revenues of another operating segment
profit from normal activity 399 (74) 258 5 101
Financing expenses 0 0 0 0 0
profit (loss) attributable to equity holders of
I (loss) e Lo equity e 399 74) 258 5 101
the Company
profit (loss) attributable to non-controlling
i e 0 0 0 0 0
interest
Total assets (as of the last day of the period) 58,145 56,735 48,489 38,354 41,201
Total liabilities (as of the last day of the
( y 4,673 6,698 8,382 7,983 7,753

For more financial information, see the Company's financial statements as of December 31, 2014 and as of June 30, 2015.




7.6

7.6.1

General environment and impact of external factors on corporate operations

Below are estimates by the Company with regard to trends, events and developments in the
Company's macro-economic environment which, as of the prospectus date, have or are
expected to have material impact on business results or developments in the Company's
operating segments and, consequently, impact on the Company.

Overview

Canada's economy is ranked among the largest, most robust world economies and remains
one of the few countries in the world with an AAA credit rating with stable outlook™.
Canada's economy has maintained a moderate growth trajectory since the global credit
crisis, which culminated in March 2009. In 2015, growth is expected to be slower due to
lower oil prices - which should impact per capita GDP and investment”. Canada's
unemployment rate in 2014 was at 6.92%, better by 1.5% over the previous year; the
inflation rate in 2014 was 1.936% - at the low end of the target range specified by Canada's
central bank of 1%-3%.

Canada's major industrial sectors are: (a) services - account for two thirds of GDP and for
75% of employment in Canada, primarily in finance, insurance and real estate. (b) Energy -
Canada is becoming an oil superpower, with the world's third largest oil reserves, sixth in
the world in oil production, third in the world in natural gas production and second in
production of Uranium. Furthermore, Canada is the primary energy supplier of the USA. (c)
Automotive - Canada is the world's 16™ largest automotive manufacturer - primarily for
export. (4) Forestry and timber - Canada's forests account for 10% of world forests and
support a strong, stable timber industry which accounts for a significant portion of GDP in
Canada's economy”".

7.6.2 Macro-economic overview - Toronto, Canada

Toronto is the largest city in Canada, capital of Ontario province and the 4™ Jargest in North
America. The population of the Greater Toronto Area ("GTA") is 6.4 million, forecasted to
grow to 8.9 million in 2036 due to both natural growth and larger immigration. The larger
immigration is due to Canada's lenient immigration policy, which allows for immigration of
individuals of means or those with desirable professions.

Toronto is Canada's economic capital and home to headquarters of the top 5 banks in
Canada, production facilities of leading auto manufacturers such as Ford, as well as
industrial facilities for production of oil products. Consequently, unemployment in Toronto

29
30

3l

http://www tradingeconomics.com/canada/rating

OECD - Canada Economic Forecast Summary -http://www.oecd.org/economy/canada-economic-forecast-
summary.htm i

Ministry of Industry, Trade and Labor, Canada - Economic Review:
http://www.moital.gov.il/NR/rdonlyres/F8E4 1 EE4-0DAB-4BEC-88E3-EDD IB3C71DA4/0/canada_2010.pdf
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7.6.3

has trended constantly lower since the 2009 crisis and as of the prospectus date,
unemployment was at 7.3%.

Residential market in Toronto, Canada

The residential market in Toronto consists of two major segments: (a) houses (including
townhomes); and (b) condominiums. In 2005, a decision was made by the Ontario Province
Local Council io create a Green Belt to resirict expansion of construction in the GTA,
designed to protect green space, farmland, forests and waterfalls in Eastern Ontario
(hereinafter: "the construction restriction"). A side effect of the construction restriction in
recent years was stronger demand for construction of high-rise condominiums due to a
lower inventory of land for construction, resulting in higher land prices for construction of
houses™; in 2014, apartment prices increased by 8.2% year-over-year and are expected to
increase by 5% in 2015

Expected construction starts of houses in 2015 is at 36,000 residential units and this pace is
expected to slow in 2016. As for construction of condominiums, in 2015 there were 54;000
residential units under construction with the annual construction completion rate at 14,000.

. . . . . 34
This figure is expected to increase in coming years’

7.6.4 Rental markei in Toronto, Canada

Real estate prices increase, especially of townhouses in 2014 and continuing trend during
2015, coinciding with the increase in number of residential units under construction
(opposed to the slowdown in the construction of houses) as mentioned above, reflected in
the rental real estate market in Toronto, as an increase in the number of lease transactions of
both apartments and townhouses in comparison to a minor increase in rental prices for
apartments and increase ot over 2% in rental prices of townhouses.

The following table presents details on the number of rental transactions reported and
average rent of apartments and townhouses in Toronto:

32
33
34

http://www.cmhe-schl.ge.ca/odpub/esub/64319/64319 2014 _B02.pdf
http://www .occ.ca/advocacy/ontario-economic-outlook-20 1 5/toronto/

See footnote 9.
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Rental Market Summary: Third Quarter 2015

Q3 2015

Q3 2014 7.859
Ye./Yr, % Chg. 21.2% 226% | 409% 74% 1 11% |
Townhouses! 23

Q3 2015
Q32014 953 481 §
Yr.fYr. % Chg. 85% 202% ©  500% 24.5% 0.0% ‘

7.6.5 Geothermal Systems Market OverviewGeothermal Heat Pump (The "geothermal
system"), is an integrated system that provides heating and cooling to the building in which
it is installed, integrating green technologies that produces energy using the existing energy
in the ground. For further information about the geothermal system, assembles and how it
works, see section 7.9.1 below.

Although the cost of installing a geothermal system is higher than the cost of installation of
the heating and cooling system based electricity or coal, the cost of consumption is
significantly lower and therefore more cost effective over time.

Following are details on the efficient use of geothermal energy compared with other energy
sources:

Levelized Cost of Energy ($/MWh)

Sotge PV {Crynaling 24t &8s 31y iy &8z
Bota B {Thin Fln) 150 fadid 314 2313 L7
Ford oplt 020G N $¥5 f 2 4§52 p2 4
Sotar Tharmat $124 E 3¢ $49 547 Y
Lonl . %44 531 $44 546 ¢
Naswieal Gray {0CGT2 w e 40 40 $3%
Mocions $464 &7 %35 S35
Grooiheruat

As specified in the table, the cost of using geothermal energy consumption estimated
between 22 to 59 CAD (per MWh), whereas consumption through solar energy or through
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fuel-cost estimated to be between 72 to 117 CAD and 110 to 180 CAD (per MWh),
respectively.



Part I1I — Description of Corporate business by operating segment

7.7 Investment property segment

7.7.1 General information about the operating s'egment

7.7.1.1

7.7.1.2

7.7.1.3

7.7.1.4

7.7.1.5

Operating segment structure and changes there in

As noted above, the Group is engaged in the residential and commercial rental property
segment in Toronto, Canada. The Company's properties in this operating segment are
residential houses, condominiums and commercial space. In this operating segment the
Company, as owner of residential apartments in Toronto, Canada is engaged and will be
engaged in leasing of residential apartments as well as in purchase, improvement,
development, management and operation of such apartments. The Company typically
owns>> most of the residential rental properties (including land for investment and rental
property under construction) jointly with partners (joint ventures - see Note 2.k to the
financial statements as of December 31, 2014).

Geographic regions

As of the prospectus date, the Group operates in the investment property operating segment
in Toronto, Ontario in Canada.

Developments in markets of the operating segment

Development of the rental property market in Toronto is connected to developments in
Canada's economy. For more information see section 7.6 above.

Tenant mix

The rental property operations consist of buildings leased for residential, office and
commercial use. Tenants in rental properties for office and commercial use owned by the
Group are "tenants at will" whose rent and terms of their lease agreements are entirely
negotiated with Urbancorp Group. The relationship between residential tenants and
fandlords are subject to provisions of the Residential Tenancies Act, which impose
obligations on landlords - for highlights see sub-section i. below. Residential tenant mix is
subject to a range of demographics, but is predominantly working professionals and young
families.

Competitive layout in operating segment and changes there in

Urbancorp provides a range of rental unit types, layouts and sizes (including individual
units, and two and three bedroom units). Urbancorp Group is among the 10 most active

3 Through corporations ultimately entirely owned thereby.
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residential developers in Toronto. For the rental property segment, competition is primarily
about rent, property qualily, proximily Lo commercial centers and to transportation, quality
of existing services and facilities and other commercial terms of the lease. Therefore, with
regard to on-going rental operations of residential units, the identity of the tenants has little
to no effect on Company revenues - since tenant decisions are typically ad-hoc decisions
with regard to the specific property.

7.7.1.6  Critical success factors in operatine segment

The Company believes the key critical success factors in the investment property segment to
be:

(1)  Geographic focus of properties in Toronto;

{2)  Accessto financing sources;

(3)  Co-operation with reputable, knowledgeable partners;

(4)  Locating profitable transactions and business opportunities in the market, combined
with a capacity for quick response;

(5)  Financial robustness to allow for investment of the required equity;

(6)  Lxperienced staff in real estate operations;

7.7.1.7 Main barriers to entry to and exit from the operating segment

Entry barricrs
(1) Need for knowledge, experience and expertise in real estate in Canada in general and

specifically in Toronto;

(2)  Capacity to raise financing;

Realizing real estate — Exiting the investment property market requires the capacity to
realize renlal properties and is subject to supply and demand on the market at any time and
depending on restrictions which may be imposed by financing agreements.

7.7.1.8 Alternatives for Company operations

The main alternative to renting apartments and commercial space is direct ownership of
property by tenants or merchants, as the case may be.

7.7.1.9 Restrictions, legislation, standards and special constraints applicable to operating seement

Company operations in the rental property segment in Ontario Province are subject to a
number of restrictions associated with landlord - tenant relations, which are widely
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protected in the portion of properties leased for residential use and, to a lesser degree, in
properties leased for office and commercial use.

Once the property has been tenanted, relations between the parties are governed by the
Residential Tenancies Act. Tenants are required to maintain the leasehold in good order, to
repair certain faults and to preserve the property's environment in good order. Tenants are
required to pay their rent in full when due and to avoid any illegal activity in the property,
any disturbance to neighbors or causing any safety risk in the leasehold environment. For
buildings constructed prior to 1991, landlords are only entitled to raise the rent only as
prescribed the Landlord/Tenant governance board (by 1.6% in 2015) and, subject to "good
conduct" as noted above, tenants may continue to occupy the property. Landlords of
buildings constructed after 1991 are no restricted in how much they can raise rent on an
annual basis. At the date of the Prospectus, the company owns no buildings that were built
before 1991 and has rate restriction as noted.

Tenants may sub-lease the leasehold interest to another tenant, subject to the same terms
and conditions listed in the lease agreement and subject to consent of the landlord. The
landlord must exercise reasonable judgment and may only refuse to accept a tenant if there
is "reasonable ground" for such refusal. In such case, the primary tenant continues to owe
their duties to the landlord and would be liable for any damage caused to the apartment by
the sub-tenarit.

7.7.1.10 Rezoning of Land and Construction in Toronto

Rezoning applications in the City of Toronto are subject to the City of Toronto’s
Streamlined Application Review (STAR) process. Depending on the degree of complexity
of the rezoning application, the City of Toronto mandates a target timeline. Complex
applications are mandated to be completed within 9 months, Routine applications within 4
months and Quick applications within 3 months. While the City of Toronto targets the
timeframes described much of the timing depends on the applicant's ability to meet the
submission requirements in City of Toronto’s recommended timeframes for
submission. Where the applicant meets the application requirements in the mandated
timeframe, the City of Toronto does not delay rezoning applications and most rezonings

. meet the mandated time schedule. Accordingly, the Company is able to predict the rezoning
process schedule with a great deal of certainty.

With respect to the Company is able to predict timeframes for construction completion with
a high degree of certainty. Timeframes for meeting certain construction milestones are
well established in the construction industry. Toronto is the largest construction market in
Canada and one of the largest in North America. The supply of construction labour and
materials is consistent and has not historically been subject to disruptions.

In general and in most cases, there are no significant delays in completing projects due to
delays on the City of Toronto's part in approving rezoning or a result of a shortage of in
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construction labor and / or materials on the market. In light of the nature of rezoning
process in Toronto and based on past experience of the Company, the Company estimates
that no significant delays are expected In terms of rezoning and/or construction, if any.



7.7.2 Summary of operating segment results

Below is a summary of financial results of the operating segment for the three-year period ended December 31, 2014 and for
the six-month periods ended June 30, 2014 and June 30, 2015:

For the six months ended For the year ended
June 30,
Parameter 2015 2014 December | December | December
31,2014 31,2013 31,2012
CAD in thousands

Total revenues for

operating segment 249 213 466 115 0
(consolidated)

Revaluation gain / loss

. (1,839 (3,783) (961) 1,082 2,106
(consolidated)
Same-property NOI 166 - 170
(consolidated)
Same- NOI
ame-property NO 166 . 170 - .
(Company's share)]
Total ,NOI 107 158 263 80 ---
(consolidated)
Total NOI (Company's 11a * 158 263 %0 N

share)
* |n the period of six months ended in June 30, 2015, the construction of the project known as Edge was
completed. Since in the said period not all residential units were leased, the rental income of the project
was lower than the expenses of the project.

Since as of June 30, 2015, Company's share in the project was 66.67%, Total NOI (Company's share) is
larger than the Total NOT (consolidated), whereas the latter includes the decrease in NOI in the said
project.

7.7.3 Geographic regions

Below are economic parameters for the geographic region in which the Group operates (Canada):



. 36 For the year ended
Macro-economic parameters:
December 31, December 31, December 31,
2014 2013 2012

D
GDI (PPP.) . 1,578.92 1,518.41 1,466.47
(USD in billions)
Per capita GDP (USD) (PPP) 45,982 44,518 43,253
GDP growth rate (PPP) 3.98% 3.52% 3.55%
Per capita GDP growth rate (PPP) 2.93% 2.35% 2.35%
Inflation rate 1.94% 0.96% 1.52%
Yield on local lorg-term government

37 2.2% 2.3% 1.9%
debt
Rating o\f fong-term government debt AAA AAA AAA
at end of year
<y > W 1 ~ - /ot
Exchange rate\ cf giqoca currency to 3350 3264 3 749
CAD atend of yea:”

* hitp://www.imf.org Datd is USD.
7 Government yield bond for 10 year period  http://www.oecd-ilibrary.org/economics/oecd-economic-outlook-volume-2015-issue-1/financial-indicators-
canada eco_outlook-v20135-]-table49-en

Obtained from the Bank of Israel website at: http://www.boi.crg.il/he/Markets/ExchangeRates/Pages/Default.asps..

38
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7.7.4 Company operations in the rental property segment - composition for the operating segment

7.7.4.1 Aggregate table for residential rental property segment*

As of June 30,
2015

For the year ended December 31

2014 | 2013 | 2012

Residential rental property in Canada (CAD in thousands)

Composition of rental -
property area in 68,758 19,555 18,115 4,955
square feet
Value of rental Consolidated 131,548 104,423 66,592 37,930
1
( pmf:jrtty 0 CO";lpa"y § 75,713 59,673 39,294 21,929
consolidate share
Consolidated 107 263 80 -
1]
Nol Con:lpa"y s 107 263 80
share
R luati in / Consolidated 1,213 (976) 853 2,106
evaluation gain :
any's
loss CO";]p Zy 705 (1,160 443 1,350
shar
A Consolidated 57% 93% 89% 33%
verage occupancy -
rate Con:lpa"y s 75.4% 100% 100% 100%
share
Number of rental Consolidated 4 3 3 2
buildings !
g CO"l']pa"y s 76.2% 100% 100% 100%
share
Actual average net Consolidated 0.33% 2.98% 0.98% 0%
ield !
y Con;lpa"y s 0.47% 2.98% 0.98% 0%
share
7.7.4.2 Aggregate table for commercial rental property segment*
As of June For the year ended December 31
30,2015 2014 | 2013 | 2012

Commercial rental property in Canada (CAD in thousands)
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Composition of rental -
property area in 38,954 0 0 0
square feet
Value of rental Consolidated 1,591 0 0 0
ty !
prop.elr y Company's 1,061 0 0 0
(consolidated) share
Consolidated 0 0 0 0
NOI Company's
pany 0 0 0 0
share
. . Consolidated 0 0 0 0
Revaluation gain / -
Company's
loss 0 0 0 0
share
A Consolidated - - -— -
verage occupanc
g pancy Company's
rate - -—- —— .
share
Number of rental Consolidated 1 0 0 0
buildings Company's
g pany 1 0 0 0
share
Actual average yield Consolidated - --- --- ---
Company's . - )
share

* The company has no rental offices complete as of June 30, 2015. As of June 30, 2015, and the date of the prospectus,
the Construction of office space in the Edge development is complete and the Company waits for zoning approval of the
said space as office space, which after obtaining such zoning, the Company will lease it. For further details, see section
7.7.6.1 below.

7.7.4.2.1 Expected revenues with respect to signed leases

Most of the leases signed with residential tenants are for one-year terms.

7.7.4.2.2 Major lessees (ageregate)




As of December 31, 2014 and as of June 30, 2015 and as of the date of this prospectus, the Company had no major lessees.

7.7.4.2.3 Rental property under construction (aggregate)

For the six months ended

Variables For the year ended December 31,
June 30,
Area 2015 2014
2014 2013 2012
Number of properties under construction at year end (#) 1 2 2 2 2
Total area under cons‘truc.tlon (planned) at year end (square 130 7 377 177 377
feet in thousands)
Total investment in the current year (consolidated) (in 13,995 13,424 14,581 7147 3 440

commercial currency)

Carrying am'ount of proper‘t.les on year-.end (consolidated) 42,156 27,339 35,208 20,627 13,480
financial statements (in commercial currency)

5 - - r
C nstructlon'budget 1.r1 subsequer.lt year (estimated) 9516 9,670 10,447 8.219 8,263
Toronto (consolidated) (in commercial currency)
Residential | Total estimated construction budget to complete construction
work (consolidated) (estimate as of end of year) (in 34,965 41,908 38,620 51,297 45,124

commercial currency)

Percentage of property area for which leases have been
signed (%)

0% 0% 0% 0% 0%

Expected annual revenue from projects to be completed

in the subsequent year, where contracts have been signed 0 0 0 0 0

for 50% or more of their area (consolidated) (estimated)
(in commercial currency)

Number of properties under construction at year end (#) 0 1 1 1 1
Total area under construction (planned) at year
der cons FUC.I n(p ) at year end (square 0 19 - 19 39
feet in thousands)
Toronto Total investment in th t lidated) (
otal investment in the current year (consolidated) (in
Office rrent year (consoli ! 0 370 581 447 552
commercial currency)
Carrying amount of properties on year-end (consoli
rying properties on year-end (consolidated) 0 1,154 1,550 969 522

financial statements (in commercial currency)




Construction budget in sudsequent year (estimated)

signed (%)

. . . 0 254 154 254 510
(consolidated) (in ccmmercial currency) -
Total estimated construction budget to complete construction
work (consolidated) (estimate as of end of vear) (in 0 254 154 244 414
commercial currency)
Percentage of property area for which leases have been
© £¢ Of property ; - 0% 0% 0% 0% 0%
signed (%)
Expected annual revenue from projects to be completed
in the subsequent year, wherz contracts have been signed N . N _ .
for 50% or more of their area (consolidated) (estimated)
(in commercial currency)
Number of properties under construction at year end (#) 1 2 2 2 z
Total area under construction {(planned) at year end (square
a onstruction (pla ) atyea (square 157 161 161 161 161
feet in thousands)
Total investment in the current year (consolidated) (in
rrent year ( dated) { 8,301 9,578 10,123 4,168 4,193
commercia currency)
Carrying amount of properties on year-end (consolidated
Ying am propert S ( ated) 27,498 18,014 23,348 13,224 9,056
financial statements (in commercial currency)
Construction budget in subsequent year (esiimated
on budget 1 quent yea ( ) 7,764 6,944 7,951 5,760 4,846
Toronto {consolidated) (in commercial currency)
Commercial | Total estimated construction budget to complete construction
work (consolidated) (estimate as of end of vear) (in 28,787 33,841 31,579 40,948 35,277
commercial currency)
Percentage of property area for which leases have been
creentage of property area tor cases 1 0% 0% 0% 0% 0%

Expected annual revenue from projects to be completed

in the subsequent year, where contracts have been signed

for 50% or mere of their area (consolidated) (estimated)
(in commercial currency)

7.7.4.2.4 Lands Classified as Real Estate for Investment (Aggregate). by Area




. June 30, | December | December
Area Variables 2015 | 31,2014 | 31%,2013
The sum at which the lands are presented in the financial statements at the 16,691 13,842 9,883
end of the year (consolidated) (in thousands CAD)
The total area of lands at the end of the year (in thousands of SF) 70 70 70
The total building rights in the lands, according to the
approved plans, by use (in thousands of SF) Residential 378 374 349
Toronto
Offices 179 179 179
Commercial 257 257 257




7.7.4.2.5 Purchase and sale of properties (aggregate)

Area

Variables

For the six
months ended
June 30,

For the year ended

December 31

2015

2014

2014

2013

2012

Properties
purchased

Number of properties purchased in
the period (#)

0

0

0

0

0

Cost of properties purchased in the
period (consolidated) (in
commercial currency)

NOI for properties purchased
(consolidated) (in commercial
currency)

Area of properties acquired during
the period (consolidated) (square
feet in thousands)

Toronto

Properties

sold

Number of properties purchased in
the period (#)

Cost of propertizs purchased in the
period (consolidated) (in
commercial currency)

NOI for properties purchased
(consolidated) (in commercial
currency)

Area of properties acquired during
the period (consolidated) (sqft in
thousands)




7.7.5 Required adjustments at Company level

7.7.5.1.1 Adjustment of fair value to values on statement of financial position

All real estate properties of Group investees are presented at fair value, based on valuations prepared by independent valuators.

7.7.5.1.2  Adjustments to FFO (Funds From QOperations) (pro-forma)*®

FFO

For the six months ended June For the year ended December 31
30,2015
2014 2013 2012
CAD in thousands, consolidated
Un-audited
Net profit 1,972 1,058 21,351 (1,419)
Adjustments:
In conformity with provisions of Addendum IV to Securities Regulations
(Details, Structure and Form of Prospectus and Draft Prospectus), 1969
i;valuation of investment property. 188 (1,586) 2% 1321
Amortization of Capital Assets 998 2,414 1,851 1,350
JV Exit Revaluation 0 0 (28.,400) 0
Disposition of asset (1,499 (68) (240) (1,627)
Nominal FFO pursuant to
provisions of Addendum IV to
Securities Regulations (Details, 1,859 1,818 (5,412) (374)
Structure and Form of Prospectus
and Draft Prospectus), 1969*
Nominal FFO according to
, 54

management's approach 1,859 1.818 (5,412) (374)
*  FFO is not a financial benchmark based on generally accepted accounting principles; this benchmark is calculated based on ISA directives; the

39 . . . . . . . . .
Assuming the services agreement described in section 9.2.2 of the prospectus had been in effect in the aforementioned reported periods, the Company's pro-

forma FFO would have decreased by CAD 1.500 thousand per year.
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benchmark is the net accounting profit for the period, net of non-recurring revenues and expenses (including gain / loss from property
revaluation), sale of properties, depreciation and amortization as well as other types of gain; this benchmark is typically used to evaluate the
performance of rental property companies; the required adjustments to accounting profit are listed in this table.




7.7.6 Highly material properties

7.7.6.1 Edge (rental property)

a. Property overview

(Data for 100%; Company's share of this
property as of June 30, 2015 — 66.67%)

Details as of June 30, 2015

Project’s name:

Edge

Location of the project:

Toronto, Canada

Floor area by use; if there is a material change in the area
- the data will be given for the last three years

87 housing units. As of June 30, 2015 39 of the units
are leased.

Structure of the holding in the property (deseription of
holdings by investee companies, percentage holdings
therein and their holdings in the property)

As of June 30, 2015 the Company owns a 66.67%
interest in the property through subsidiaries, as
follows: The Company wholly owns (100%)
Urbancorp Cumberland 2 LP which wholly owns
(100%) Bosvest Inc. which owns 66.67% of Edge
Residential Inc., which wholly owns 100% of rights in
the property as nominee and bare trustee (hereinafter
in this section: "the property company").

The Company’s effeetive share of the property (if the
property is held by an investee — the Company’s share in
the investee is multiplied by the investee’s share in the
property)

66.67%

Names of the partners in the property (if the partncrs
hold more than 25% of the interests in the property or if
the partners are related parties)

Plaza, 994697 Ontario Inc. (33.33%)

Date of aequisition of the property:

February 26, 2010. The construction was completed in May

2015.
Details of legal rights in the property (ownership, lease, Ownership
etc.)
State of registration of legal rights: Ownership

Signifieant unused building rights

Special issues (material building deviations, land

poliutions, ete.)

Method of prescotation in the finaneial statements [full
consolidation/equity method/joint operation]:

Joint Operation

Additional information:

Property partnership agreement

In 2010, Bosvest Inc., a company ultimately wholly-owned (100%) by the Company,

contracted a partnership agreement (hereinafter in this section: "the Partnership
Agreement") with a third party (hereinafter in this section: "the Partner"), whereby

the Company would hold a 66.67% interest in the property and the partner would hold
a 33.33% interest in the property, through a property company (as defined above).

In accordance with the Partnership Agreement,.the Partner and the Company have
built on a land purchased in 2010, a mixed project which includes income producing
and development parts. The project consists of two towers of 21 and 22 stories built
on top of a 7 story podium with a total above grade buildable floor area of 690,678
sqft, consisting of 666 residential units, of which 579 residential units with a total
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saleable floor area of 317,734 sqft t

which 87 residential units with a total leaseable floor area of 46,824 sqft to be the

e
rental portion of the project.

On June 22, 2015, the Company has entered into an agreemeni with the Partner
terminating the Partnership Agreement, providing that the rental residential units in
the project (rental property) are to be divided between the partners such that after such
closing of such agreement (July 1*, 2015), the Company owns 53 residential units in
the project and the partner owns 24 residential units.4?

As of June 30, 2015, the office space of 38,954 sqft is vacant. As of June 30, 2015,

and the date of the prospectus, the Construction of office space in the Edge

i . ol £ 41 i A
development is complete g approval of the said

space as office space, which after obtaining such zoning, the Company will lease it.

b. Key data (CAD in thousands)
(Data for 100%; On the
Company's share of - date of
this property — 66.67%) 30.06.2015 | - 2014 2013 2012 acquisition
g of the
property
Fair value at year end (CAD Cost of
thousands) 10,310 * e --- ha acquisition/construction 17,676
($, thousand)
Carrying value at year end The land
(CAD thousands) on which
the project
was bhuilt
19,810** - - - Date of acquisition was
acquired
on
February
26,2010
cvaluz aaime ses
&ngut;:;?:;a"nﬂz)s or losses e e == - Occupancy rate (%) -
Average occupancy rate 43.7% . . . NOI (functional .
(%) currency)

L.eased space (in thousands

- ! 19,737 - i i
of square Ft)
Total revenue (CAD 63 - . -
thousands)
Aver -ental pric
Average rental price per 2.90 . - —

SqFt (per month/year)

NOI (CAD thousands) 21 - - -

Actual yield (%) - === - -

Adjusted yield (%) - - - -

Number of tenants at the 39 . .
end of the year (#)

{Exchange rate] -

* As of June 30, 2015, only 39 out of 87 units for rent have been rented. Such
value reflects the 39 rented units only.

" The remaining unites were used to repay third party contractors.
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** The book value on June 30, 2015 includes inventory of land in respect of

housing units that have not yet been leased.

C. EXDCDSC and revenue composition )
(Data for 100%; Company's share of this property — 66.67%) | June 30, 2015 2014 | 2013 | 2012
Revenues: (in commercial currency)
Rental income 63 — o -
Total net revenues 63 - - s
Expenses:
Maintenance fees 54 - - -
Property taxes 30 o - o
Total expenses: 84 o - -

d. Major tenants

As of June 30, 2015 and the date of the prospectus, the property is leased to a
large number of tenants and the Company does not have one major tenant. As
of June 30, 2015 39 of the housing units are leased.

e. Projected income from signed leases

Most of the leases signed with residential tenants are for one-year periods.

f. Specific financing (CAD in thousands)
Financin
(Company's share of this pgroperty -~ 66.67%) Loan A:
June 30, 2015 Presented under 3,700
short-term loans:
Presented under 0
Balance on long-term loans:
consolidated | December 31, | Presented under 3,900
statement of 2014 short-term loans:
financial Presented under 0
position long-term loans:
December 31, | Presented under 3,900
2013 short-term loans:
(in Presented under 0
presentation | long-term loans:
currency)
Fair value as of June 30, 2015 (in presentation 3,900
currency)
Original loan amount (in commercial currency)* 3,000
Original loan origination date 01-Jun-2014
Actual (effective) interest rate as of June 30, 2015 16%

(%)*

Principal and interest payment schedule*

Interest only, payable monthly

Key financial covenants

None

Other key covenants [including: tenant departure,
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property value etc.]

Is the Company in compliance with key covenants

aiid financial covenants as of the end of the reporied Yes
period?

Is this non-recourse? [Yes/Noj No

g. Liens and legal restrictions

After the balance sheet date and as of the date of the prospectus, the Company
repaid the Loan and collaterals were discharged.

The following table describes a pledge with regarding to Tarion warranty
obligations with respect to the common elements and residential units being
sold by the Company:

Amount secured by
lien
Type Details (consolidated) CAD
in thousands
June 30, 2015
Pledge of property ownership rights. Common liens in favor of
Tarion's all connected, future receipts. rights and benefits,
Liens | premiums, etc in favor of Aviva insurance company in respect of 1,500
issuing a Commitment Letter for Tarien . For details about the
Tarion see Section 7.8.1.8(b).1
A lien on the company's ownership rights in the property 3,700
h. Details of valuations

It should be noted that, as of June 30, 2015, only 39 of the 87 units designated
for rental were rented out. The accounting treatment for these units is to
transfer them to Investment Producing Properties once rented, and so the
figures above reflect the appraisal value, and rental income, for the 39 units

only.

(Data for 100%; Company's share of this property — June 30,

66.67%) 2015 2014 2013 2012

Valuation (in commercial currency) 10.310 0 0 0

Valuator Janterra Real Estate Advisors

Independent valuator? Yes Yes Yes Yes

Is there an indemnification agreement in place? No No No No

Effective date of valuation (target date for vaiuation) Tune 30 Decem | Decemb | Decemb
2015’ ber31, | er3l, er3l,

2014 2013 2012
Valuation model (comparative / income / cost / other) sales comparison approach

Key assumptions used in valuation - sales comparison approach

Gross leasable area accounted for in the calculation (sqf)

|

19,737
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Sale price per leasable sqf accounted for in the calculation

568 - -

(commercial currency)
Price range per leasable sqf for comparable properties 430 622
accounted for (commercial currency)
Number of comparable properties (#) accounted for 13 --- - -
For major properties accounted for in the comparison: 109

. . . . Ossington
Property name / location, identification, area Ave. 90

Niagara St,
1239 Dundas
St, 48 Abell
St, 30
Ordnance
St, 576 Front
St West, 525
Adelaide St
West, 111
Bathurst St

Net yield reflected by current NOI for the property (current
NOI divided by valuation)

4.34%

Other key variables
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7.7.6. g

o d
.7.6.2 Kingsclu

ib (rental property under construction)

a. Property overview

(Data for |
property — 50%)

Y% ; Company's share of this

Details as of June 30, 2015

Name of the property:

Kingsclub

Location of the property:

Toronto, Canada

Area of the land’

24,779 sqft

Property spaces pilanned for consiruction,

by uses

The project is expected to consist of a
residential portion with an area of 329,812
square feet, consisting of 506 residential
units, 737 parking units and a commercial
portion with an area of 157,205 sqft. The
pr consist

residential

oject s of three

buildings under
above a 2-storey podium of commercial retail

construction,

space, and 4 underground parking floors.

Structure of holding in the property
(description of holding through investee
companies, including percentage holding
therein and their percentage holding in the
property:

The Company owns a 50% interest in the
property through subsidiaries, as follows: The
Company wholly owns (100%) Urbancorp
Cumberland 1 LP, which wholly owns
(100%) of Urbancorp New King Inc., which
owns 50% of Kingclub Development Inc.,
which owns a 100% interest in the property
as nominee and bare trustee (hereinafter in
this section: "the property company™).

The Company’s effective share in the
property (if the properiy is heid by an
investee — the Company’s holding in the
investee is multiplied by the investee’s
share in the property)

50%

Partners in the property (if the partners
hold more than five percent of the interests
in the property or if the partners are
related parties)

King Liberty North Corporation, which, to
the best of the Company's knowledge is
owned by First Capital Realty®', owns 50%
of the project (indirectly)

Date of acquisition of the land (if relevant)

November 2010

Date of commencement of construction
works:

Q32013

Details on legal rights in the property
(ownership, leasehold, etc.)

Freehold interest

Significant building rights that are Nore

expected to be unused

Legal rights recording status registered

Are there financing sources for the On August 3, 2015, the Company has

*! Public company traded in Toronto, a part of Gazit Globe Group.
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(Data for 100%; Company's share of this

Detail fJ 30,2015
property — 50%) etails as of June

continued construction of the property? engaged in a loan agreement for a CAD 225
Million loan, for financing the construction
of the Project.

Special issues (material.  building

deviations, land pollution, etc.)

Method of Presentation on financial

statements (fully consolidated / equity Joint operation
accounted / joint operation)
The execution contractor Urbancorp Toronto Management Inc

Method of account settlement (Pauschale /

. .. Bill of quantities
Bill of quantities / other)

Details on the sale of the property N/A

Additional information:

The project is classified in the Company’s financial statements (two out of three
buildings), partly as an income-producing property under construction, and partly
(first building out of three buildings) as real property, which will be classified as
investment property once it is rented out to tenants (hereinafter — “the First
Building”).

In December 2014, following the pre-sale of apartments in the First Building to third
parties, the Company and the Partner cancelled existing sale contracts with third
parties (who, as of the date of change, provided deposits in connection with the
purchase, which were returned to buyers at the time of the change), as it is legally
entitled to do so, pursuant to the terms of the agreements of purchase and sale with
third party purchasers.

Since the Company’s intends to classify the First Building as an investment property,
despite the accounting classification as real estate thereof as of the date of the
prospectus, in this chapter the overall project will be presented as an income-
producing property under construction, as specified herein, despite its presentation in
the Company’s financial statements, which are attached to the prospectus. The
Company plans to change the accounting classification once the First Building is
rented out to tenants.

Property partnership agreement:

In 2009*%, Urbancorp New Kings Inc., a company ultimately wholly-owned (100%)
by the Company, contracted a partnership agreement (hereinafter in this section: "the
Partnership Agreement"), with King Liberty North Corporation (hereinafter in this
section: "the Partner"), which is owned, to the best of the Company's knowledge, by
First Capital Realty®, whereby the Company transferred 50% of its holdings and

pledged in favor of the partner the Company's remaining holding stake (50%) in
return for a loan to the Company of CAD 2,651 thousand used to acquire land of the

2 As'been amended from time to time.
* Public company traded in Toronto, a part of Gazit Globe Group.
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the said loans will be refer ther

hereinafter: "the Acquisition and Development Loan"). On August 13, 2015 the
Partners have taken for the project a loan in the amount of CAD 225,000 thousand for
the construction of the project and for the repayment of pait of the Acquisition Loan
(hereinafter: "the Construction Loan").

Development and construction of project agreements:
On July 2015 the Company, through Urbancorp New Kings Inc, and the Partner, on
one hand, have engaged with the Management Company, on the other hand, in

development and construction of project agreements, in which the Management
Company will provide development and construction services to the project. For
further detail regarding the above mentioned services which are provided by the
Management Company, see section 9.2.9 to the prospectus. It is noted that the
development services for the retail part of the project will be given by a subsidiary of
the Partner and not by the Management Company.

Decision making in the project

Decisions with regard to on-going management of the project would be made by
majority of the participants of the management committee, to be composed of four
members as foliows: Until fuil repayment of the Acquisition and Development Loan
and Construction Loan, the partner would appoint 3 members and the Company
would appoint one member; thereaficr, cach of the partners would appoint 2 members.

[t should be noted that in accordance with the Partnership Agreement, up to the date
of repayment of the Acquisition and Development Loan and Construction Loan, a
quorum of the Managemeni Commiitee wili be one representative of the Partner,
while after repayment of the Acquisition and Devclopment Loan and Construction
Loan, a quorum of the Management Committee will be one representative of the
Partner and one representative of the Company.

Notwithstanding the foregoing, the following decisions require unanimous agreement
by the Company and by the partner: Acquisition of additional land, transfer of the
property to a third party, appointment of legal counsel, appointment of independent
auditor, taking of Financing.

[t should be noted that upon the occurrence of one of the following circumstances: (1)
if one of the Partners holds less than 33% of the Property Company, or (2) if one of
the Partners acts in breach of its obligations under the loan agreement in connection
with the property, as the case may be, and as long as sub-section (1) or (2) as
aforesaid is fulfilled, the above resolutions will be passed by the other Partner.

* The said loan amount was increased from time to time, and as of June 30, 2015 the loan is
outstanding in the amount of CAD 80,000 thousand. Af of the date of the prospectus, the loan is
outstanding in the amount of CAD 69,900 thousand.
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Separation terms
The Partnership Agreement stipulates terms for separation of the partner and the

Company, as follows:
1. Right of First Offer - Should one of the parties wish to sell their holdings to a
third party, they must first give notice of the sale to the other party and allow them

to acquire first the rights offered for sale on the same terms and conditions.

2. Buy / Sell - At any time and if the executive board is tied on any decision, the
parties may buy / sell the holdings of the other party. This would be made by
delivering notice to the other party, indicating the buy / sell price, the notified
party then has the right to either buy or sell at the indicated price. If no decision is
made, the party so notified is deemed to sell at the indicated price.

3. Option to buy the commercial portion of the project - Note that pursuant to the

Partnership Agreement, the partner has an option to buy the commercial portion of
the project, at their sole discretion, 12 months after the first date of occupancy by
a commercial tenant in any of the commercial properties in the project, by giving
notice of their intention to exercise this option (hereinafter: "notice of option
exercise"). The purchase price would be determined as follows:
Total rent revenues with respect to the commercial portion of the project the
Company entitled until giving notice of option exercise; plus expected operating
revenues discounted at a 5.5% discount capitalization rate, meaning, expected
rent revenues of the Company at 95% occupancy (with expected rent with respect
to commercial properties yet to be occupied determined based on market rent);
less the Company's share of expenses associated with operation of the commercial
portion, including property maintenance cost, brokerage fees etc.

4. Preserving the provisions of the Partnership Agreement - Any sale of the
Company's share or the partner's share to a third party is subject to consent by the
third party to contract the provisions as set forth above with the Company or with

the partner, as the case may be.

Earnings distribution

Provisions for earnings distribution out of the property company's cash flow are as
follows (subject to limitation of the Construction Loan agreement, as specified
below):

1. Financing expenses;

2. Expenses associated with project operation;

3.  Expenses allowed for each of the partners or any party associated there with,

based on the approved project and the development plan;

4.  Fees payable to each of the partners or any party associated there with, based on
the approved project and the development plan;

5. All other amounts to be distributed pro-rata between the partners.

Sale of interest in project residential units to a third party
On July 28, 2015, the Company, through Urbancorp New King Inc. and the partner, as
the first party and Capreit Limited Partnership, a third-party not affiliated with the
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Company, as the second party (hereinafter: "the Buyer") contracted an agreement

it I A

inafter; "the Sale Agreement ") for sale of a non- specific interest in one third
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ent leases and parking spaces with respect to said residential units) (hereinafter:

211

"the Sold Inmterest") for consideration amounting to CAD 60,333 thousand®. In

urre

conjunction with the Sale Agreement, First Capital Realty provided a guarantee to
secure obligations of the partner and the Company with regard to the agreement.

The Sold Interest is sold to the Buyer in conformity with Drovisions set forth in the
Sale Agreement, such that nghts to all revenues, benefits and assets arising from a
non-specific share (1/3) of residential units in each floor of the residentlal buildings
(Floor-by-Floor Basis) would be assigned to the Buyer, at most once per quarter”,
upon completion of construction of each floor. Note that pursuant to the Sale
Agreement, ownership interest in the parts transferred to the Buyer out of the
residential buildings and parking spaces would be transferred to the Buyer 30 days
after receiving the occupancy certificate for the top floors of each relevant residential
building (hereinafter: "the Date of Ownership Transfer", as the case may be)*®.
Furthermore, the Sale Agreement stipulates that liens pursuant to loans with respect to
the first building would be removed prior to transfer of ownership of residential units
in the first building® to the Buyer, scheduled to be on December 31, 2018. Note that
liens with respect to the second and third buildings would be removed prior to transfer
of ownership of residential units in the second and third building, as the case may be,
to the Buyer.

In conformity with the Sale Agreement, should the purchase loan he called for
immediate repayment and should collateral with respect to said loan be realized, the
Buyer wouid have the right 1o acquire a 50% interest in the residential buildings to be
realized by First Capital Realty, for consideration equal to the higher of: 1. A price
reflecting one half of the value of such interest; or 2. One half of outstanding principal
and interest with respect to the Acquisition and Development Loan and Construction
Loan.

Residential Units Management Agreement:

" The consideration is payable as set forth in the sale agreement and as follows: CAD 31,520
thousand with respect to the first building (including 227 parking spaces); CAD 19,337 thousand
with respect to the second building (including 145 parking spaces); CAD 9,475 thousand with
respect Lo the third building (including 47 parking spaces).

® Unlike ownership in the residential units.

7 Notwithstanding the foregoing, the parties may agree to transfer assets pursuant to the sale
agreement more frequently than once per quarter.

* Note that until such time, the buyer would be eligible to receive their interest with respect to their

" acquired share - even though ownership has not been actually transferred.

Note that the sale agreement stipulates that the Company and the partner would indemnify the
buyer for any expenses incurred with regard to the loans and the liens pursuant to the loans.
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On July 28, 2015, the Company, through Urbancorp New King Inc., and the Partner,
on the one hand, and the Buyer, on the other hand, entered into a management
agreement (hereinafter: the “Property Management Agreement”), whereby the
Buyer will provide management services to the residential units (excluding the
common areas in the residential buildings as specified in the Property Management
Agreement), including, inter alia, entering into agreements (including lease
agreements) to manage the lease agreements of the residential units and the
maintenance of the residential units etc. (hereinafter: the "Management Services").
In exchange for the Management Services, the Buyer shall be entitled to a monthly
payment comprising of 4% of the rental income generated from the residential units.

The Buyer will deliver an annual budget to the Company and the Partner for approval,
specifying the regular and capital expenses to be carried out in that year in connection
with residential units.

The Property Management Agreement will become effective immediately prior to
obtaining the certificate of occupancy for the initial residential floors of the project™’.

The period of the agreement is open ended, and the parties have the right to early
termination, inter alia, in the following cases: 1. A breach of the Property
Management Agreement after the healing period specified in the Property
Management Agreement; 2. Entering a receivership or bankruptcy process; 3. An act
of fraud, theft, gross negligence etc. committed by the Buyer (subject to a healing
period as specified in the Property Management Agreement); 4. Assigning the
Buyer’s rights in accordance with the Property Management Agreement - except for
an authorized transfer - without the consent of the Company and the Partner; 5.
Failing to acquire the Buyer’s share of the residential units on the relevant completion
date (partial deviation from the Property Management Agreement of the residential
units which were not purchased thereby); and 6. Transfer of residential units (in whole
or in part) by either of the parties to the Property Management Agreement (with
respect to the transferred share).

Decision making in accordance with the Sale Agreement:
The Sale Agreement stipulates that decisions on the following matters, among others,

would be made unanimously by the Executive Committee, to be appointed upon
signing the Sale Agreement and to consist of one representative of each of the
Company, Partner and Buyer (three representatives altogether): 1. Changes or
amendments with regard to identity of the construction contractor, construction
manager or architect of the residential buildings, construction plans and service
provision for the residential buildings; 2. Obtaining financing with regard to the
project, other than a lien for the project construction loan; 3. Change in occupancy

50 On the date, to the best knowledge of the parties, starting about 9 months prior to the date the
said certificate of occupancy is received.
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restrictions with regard to the residential buildings; 4. Transfer of rights in the
residential units in the project and accompanied rights, other than transfers and

oy m o e e ! | hodanis £
transferees g wl annuar ouager, O.

Expenses in excess of CAD 10 thousand, other than with respect to construction of the
residential buildings; 7. Changes to the partnership agreement.

The Company and Partner have agreed orally that the decision-making mechanism in
accordance with the Partnership Agreement (described above) will be applied before a
decision in accordance with the Sale Agreement. i.e., when a decision must be
approved unanimously, in accordance with the Partnership Agreement and in
accordance with the Sale Agreement, the decision in question will be approved by the
Partner and the Company in accordance with the Partnership Agreement, and
thereafter approved by the management committee as set forth in the Sale Agreement

(i.e., a unanimous decision of the Company, Partner and Buyer).

Future Partnership agreement:

Soon after the Date of Ownership Transfer pursuant to the Sale Agreement, as the
case may be, the parties would sign a partnership agrcement with respect to the
residential units (hereafter: "the Future Partnership Agreement"); prior to said date,

the Company and the partner would continue to manage the residential units as agreed
thereby.

The Future Partnership Agreement stipulates that decisions on the following matters,
among others, would be made unanimously by the Executive Committee, to be

each of the Company, Partner and Buyer (three representatives altogether): 1.
Purchase of additional assets; 2. Disposition of encumbrance of the residential units;
3. Engagement in loans agreements; 4. Approval of significant structural modification
of the buildings; 5. Setting the annual budget; 6. Changes to the Future Partnership
Agreement.

The Future Partnership Agreement stipulates, among others, the following terms (as
further described in such agreement): major terms of future loan agreement (if taken);
prohibition of transferring the rights in the residential units, except of Right of First
Offer and Buy/Sell mechanisms described below and a transfer to a permitted
transferee; Right of First Offer - Should one of the parties wish to sell their holdings
to a third party, they must first give notice of the sale to the other party and allow
them to acquire first the rights offered for sale on the same terms and conditions;

Buy / Sell - The parties may buy / sell the holdings of the other parties. This would be
made by delivering notice to the other party, indicating the buy / sell price, the
notified party then has the right to either buy or sell at the indicated price. If no
decision is made, the party so notified is deemed to sell at the indicated price. It is
noted that the Right of First Offer and Buy/Sell mechanisms come into effect just
after two years of the date of engagement of the Future Partnership Agreement (in
regard to the Buyer, he is also required that additional 60 days will pass from the date
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of termination of the asset management agreement regarding the residential units, as
described below)*" .

The Future Partnership Agreement stipulates that the earnings distribution out of the
project's cash flow will be done equally to the Company, the Partner and the Buyer.

*1 it is noted that in accordance with the decision making mechanism, disposition of parties interests

is subjected to parties unanimous approval, whereas, after two years of the date of engagement of
the Future Partnership Agreement, a disposition is permitted subject to the above mentioned
mechanisms.
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b. Key data (CAD in thousands)

(Data for 100%; Company's share of June 30, o o .
4Lt " 00/ “ Ay 2'014 ZOIJ 2012
this property — 50%) 2015
QLm]ulathC cost at the start of the vear ($, 74,969 34,457 20,172 10,385
thousand)
Current cost invested during the year ($.
ested durmng the year (5 19,611 40,517 14,280 9,787
thousand)
Total cumulative cost at the end of the year (%,
i i ¢ year (3, 94,580 74,969 34,452 20,172
thousand)
Fair value at the end of the year ($, thousand) 137,330 118,330 103,230 76,360
Carrying value at the end ofthe year (§
—aIyHg Year L, 57,578 48,340 26,810 18,742
thousand)
Revaluation gains or losses (3. thousand) 568 (1,272) (928) (62)
In case the property is measured at cost —
impairment (reversal of impairment) 4,266 4,180 13,648 11,084
recognized during the year (trade currency)
Estimated date of completion (as reported at 01 2018 O1 2018 Q4 2017 012017
Q12018 Q12018 12017 Q32017
the end of each year
Estimated cost of investment (as reported at
(as reported ¢ 268,068 268,068 235,985 235,985
the end of each year ($, thousand)
Cost_ of investment not yet made (as re g
ost.ofnvestment nt y.u made (as reported 173,488 193,099 201,533 215,813
at the end ol each ycar (3, thousand)
Budget completion rate (%) 35% 28% 15% 9%
NOI from intermediate uses (trade currency) 0 0 0 0
[Exchange rate} - - - —
C. Expense and revenue composition
(Data for 100%; Company's share of this property — 50%) | June 30,2015 2014 1 2013 | 2012
Revenues: (in commercial currency)
- 0 0 0 0
Total net revenues 0 0 0 0
Expenses:
- 0 0 0 0
Total expenses: 0 0 0 0
NOI from interim uses: 0 0 0 0
d. Specific financing (CAD in thousands)
Financin
. . . £ “o Loan A:
(Company's share of this property — 50%) -
June 30,2015 Presented under 80.000
short-term loans:
Balance on Presented under -
consolidate long-term loans:
d statement December 31, | Presented under 57.394
of financial 2014 short-term loans:
position Presented under —
long-term loans:
December 31, | Presented under 22,299

2013

short-term loans:
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(in Presented under

presentation | long-term loans:

currency)
Fair value as of June 30, 2015 (in presentation 80,000
currency)
Original loan amount (in commercial currency)* 80,000
Original loan origination date April 19,2012
Actual (effective) interest rate as of Jnne 30, 2015 Senior portion of CAD 36,000 thousand at
(%)* 8%
Junior portion of CAD 44,000 thousand at
6%

Principal and interest payment schedule*

Monthly payments of interest, the principal
will be fully paid on the majority date which
is the early of: (1) August 6", 2019; (2) one
year after the transfer of rights to the Buyer
in the 400" residential unit of project's
residential units.

Key financial covenants

None

Other key covenants [including: tenant departure,
property value etc.]

Cost overrun - borrower responsible for the
part that overruns

Is the Company in compliance with key covenants

and financial covenants as of the end of the reported Yes
period?
Is this non-recourse? [Yes/No] No
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Original Principal . ]
1 Number Number balance . Change of
’ oan umber S . Charges/ L E
Borrowing Loan facility of of as of Final collateral/ Annual control / Personal
. Lender provision , quarterly : . June 30, maturity e interest structural . Comments
corporation date amount Ayments interest 2015 dat assignment rato change guarantee
(CAD payments payments aie of rent &
thousand) {principal) (CAD covenant
thousand)
Annual The loan in question
interest rate was taken in order
(to be Change of to finance the
determined control is construction of the
at the time defined as the First Capital project {and to repay
of the sale of 50% or Realty Inc, an existing loan in
First charge | withdrawal more of its which is a connection with the
225,000 on all the of funds by holding in the partner of the pr?perty, amou\mlmg
borrower's the Guarantor Company in {‘))%8,0’0(')0’4099" "
It should rights in the borrower Corporation or the project the toan jl_(bf[“‘m_"’m
be noted property, pursuantto | the Borrower, or (hereinafier: the borrower
that this including the the Toan the case where vthe ”L'mdifl"IO(‘)k.(O
amount main project | agreement), | the asset is not Guarantor a ;.‘”.]glej niui.;,‘u‘wc
King A group of will be The borrower will repay agreements in held fully by Corporation™), ort hl' p:p_]i.u
Liberty lenders provided the loan principal (as defined accordance King has guaranteed ‘(m% %'Q\”?éj
North represented AUous to the together with the balance S in the loan with the Development the payment of L,‘or}si{uf,h'(‘m
. . August - - S S February e ; K ingurancey.
Corporation and organized 13 bOllQWClb ol any other obligation 0 . 13 agreement), mwechanism Inc. the loan
and by The Bank ’ for (fees, interest, etc.) on 152 including the | established amount and o L
> o 2015 ) . 2018 =, ) . . In accordance with
Urbancorp of Nova Scotia purposes February 13,2018 (or on construction, in the A permitted amounts in the loan sereement
New Kings | (administrative oi lhe‘ e later date, should the development, | agreement. transfer under excess of the the 5021115?]1&1 wcrcy
Inc agent) project in loan be extended). partnership It should be the loan construction “’1‘L>vidcd by the
monthly and sale noted that agreement is budget {cost P'il"tr\er as detailed
withdrawal agreements under the defined, infer overruns), and in‘ «;e;tié);lt‘ \7 72 e
amounts of ofapartof | agreement, alir, as a has also ‘mri 776 ; i above
up to the project, the interest transfer to an provided a o and below
£5,000,000 rent and rate isto be | entity which is performance (hereinafter: "the
per month. future determined | held by Saskin guarantee in Loans From The
revenues. by the and/or a respect of the Partner”), arc
borrower cerporation project’s subordinated to the
(the controlled by cempletion. loan.
borrower him and/or his

having the
right to
change the

relatives.

The agreement
stipulates the usual
grounds for

*2 The borrower may extend the loan by two additionel periods of half a year each, subject to compliance with the terms of the loan agreement.




Principal

Oliloil:a] Number Number balance . Charocs/ Change of
Borrowing Loan facility of of as of Final co]latZral/ Annual control / Personal
corporation Lender provision amount quarterly interest June 30, maturity assienment interest structural puarantee Comments
date (CAD payments payments 2015 ~ date oi?rem rate change g
thousand) (principal) (CAD covenant
thousand)
interest demanding the
rate).” immediate

repayment of the
debt, including the
following:

1. The borrewer or
the guarantor have
discontinued the
conduct of their
business or ceclared
that they are unable
to pay their debts;
2. Discontinuation
of the project’s
construction for a
period of more than
45 day.

The borrower
undertook to
maintain minimum
capital for the
project in the
amount of
$75,000,000
(including the loans
from the Partner).
As of the date of the
prospectus, the
Borrower meets the
covenant.

The borrower

53 The interest rate as stated is calculated as: 1. The higher of The Bank of Nova Scotia's base interest rate (as the term is defined in the loan agreement) or the monthly
average of the average interest rate determined by Reuters plus 0.75%; plus 2. The interest rate affected (in accordance with the mechanism established in the loan agreement)
by the rating of the unsecured debt of the guarantor corporation. as hereinafter defined.
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Principal

Change of

Original Number . balance .
loan . Number S . Charges/ -
Borrowing Loan facility of of as of Final collateral/ Annual control / Personal
LS ender rovisi arter . June 30 aturi o interest structural - Comments
corporation Lender provision amount quarterly mierest une 30, maurity assignment neer . guarantee ments
date (CAD payments SYMents 2015 date f rate change =
thousand) | ‘Erincipal pay (CAD ol rent covenant
thousand)
undertook not to

modify andsor
cancel the main
project agreements
(as defined in the
loan agreement),
including the
construction,
development,
partnership and sale
agreements of a part
of the project, as
devailed in sections
7.7 62.aand 9.9.2 of
the prospectus.

The mechanisms for
the separation of the
Partners are subject
to the lender’s
approval.

The oan agreement
requires the
Guarantor
Corporation 10
comply with the
various financial
covenants™ . To the
Company’s
knowledge, as ol the

* The financial covenants are as follows: 1. The Guaranior Corporation's debt 1o balar:ce sheet ratio may not exceed 65%; 2. The Guarantor Corporation's secured debt to
balance sheet ratio may not exceed 35%; 3. The Guarantor Corporation's EBITDA to interest expenses ratio may not exceed 1.65; 4. The EBITDA to debt ratio may not
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exceed 1.5; 5. Maintaining capital attributable to the shareholders of the guarantor corporation at no more than $1 ,500.000,000 plus 75% of the net proceeds
$

capital offering of the guarantor corporation; 6. The Cuarantor Corporation’ unencumbered assets to unsecured debt ratio may not exceed 1.3; 7. Total asset
Corporation and its wholly owned subsidiaries may not be less than 90% of the total assets of the guarantor corporation or those held by it.

received in each
of the Guarantor



.. Principal
Original
loan Number Number balance ‘ Charges/ Change of
Borrowing Loan facilit of of as of Final collateral/ Annual control / Personal
NS Lender provision i quarterly p June 30, | maturity o interest structural Comments
corporation amount interest assignment guarantee
date payments 2015 date 4 rate change
(CAD Ry payments of rent
(principal) (CAD covenant
thousand)
thousand)
date of the
prospectus, the
Guarantor complies
with the financial
covenants as stated.
The company will
include the
abovementioned

disclosure at any
annual report
according to
applicable Law.

Prohibiticn on
dividend
distributior;, until
the full repayment
of the loan.
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Amount secured by
iien
Type Details (consolidated) CAD
in thousands
June 30, 2015
Pledge of property ownership rights. Common liens in tavor of
the lender's all connected, future receipts, rights and benefits, 300.000%
premiums, etc.
Pledge of property ownership rights. Common liens in favor of
Licns' | Tarion's atl connected, future receipts, rights and benefiis,
premiums, etc in favor of Aviva insurance company in respect of 9,760 >
issuing a Commitment Letter for Tarion . For details about the
Tarion see Section 7.8.1.8(b).1
A lien on the company's ownership rights in the property 2,651
f. Details of valuations
(Data for 100%; Company's share of this property — June 30, 2014 2013 2012
50%) 2015
Valuation (in commercial currency) 137,330 117,540 103,410 74,825
Company’s 50% encumbered share of valuation 43,220 36,960 21,580 12,210
Valuator Jantcrra Real Estate Advisors
Independent valuator? Yes Yes Yes Yes
Is there an indemnification agreement in place? No No No No
Effective date of valuation (target date for vaiuation) June 30, December December December 31,
2015 31,2014 31,2013 2012
Valuation model (comparative / income / cost / other) sales comparison approach
Key assumptions used in valuation - sales comparison approach
Gross leasable area accounted for in the calculation (sqf) 487,017 487,017 727,721 703,219
Sale price per leasable sqf accounted for in the calculation 575 575 526 -
(commercial currency) (residential) 7 | (residential) / (residential) / 526 (residential) /
: c ° 950 950 910 890 {commercial)
(commercial) | (commercial) (commercial)
Price range per leasable sqf for comparable properties 500-649 721420 78 - 1106 43_ 1341
accounted for (commercial currency) {residential) (residential) 7 | (commercial) / (residential) / 205
C g /289 - 1381 201 1205 205 746 10;%7 (COIT‘\I‘]]CI'Ci’lI)
{commercial) | (commercial) | (commercial) ¢
Numbecr of comparable propertics (#) accounted for 16 12 13 13
For major properties accounted for in the comparison: 570 Bay St, 50 640 Bloor St 1 Yonge
. . e Portland St, West, 156
Property name / location, identification, area 575 Davenport St, 456 Queen 319 Augusta Ave,
. < P St West, 970 495 Queen St West,
Richmond St, Rd, 110 .
. . Queen St East, | 568 Bloor St West,
50 Spadina Cumberland .
3295 Yonge 807 Broadview
Rd, 103 St, 1476 : o
St, 50 Spadina | Ave, 313 Eglinton
Avenue Rd, Queen St
o Rd, 103 Avenue West, 50
295 Dufferin West, 102 .
. Avenue Rd, Spadina Rd, 103
St, 106 Yorkville .
Parkway Ave. 50 295 Dufterin Avenue Rd, 295
L : ¢ St, 106 Dufferin St, 106
Forest Drive, Spadina Rd, X
. Parkway Parkway Forest
25 Fisherville 103 Avenue . ; .
Forest Drive, Drive, 25
Rd, 2770 Rd, 295 - . . .
L . 25 Fisherville Fisherville Rd
Aquitaine Dufferin St, Rd
Ave 106 Parkway

** After the balance date a finance in the amount of CAD 225,000 thousands were given, as specitied

above.

3 After the balance date a finance, on July 29, 2015, the lien was released.
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Forest Drive,
25 Fisherville
Rd

Net yield reflected by current NOI for the property (current
NOI divided by valuation)

0

Other key variables
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7.8 The Area of Development of Real Estate for Sale in Toronto

7.8.1
A.

General Information about the Area of Activity

Structure of the area of activity and changes therein

The Group engages in the location, purchase, development, promotion,
management, marketing and sale of residential real estate in Toronto, Canada.
The Company's entrepreneurial projects are divided into projects for the
construction of apartment-style condo properties, projects consisting of one to
three story buildings, including stacked townhouses, townhouses, semi
detached, and detached housing.

As of June 30, 2015, the Company has nine entrepreneurial projects in
Toronto, Canada, in various stages of development and construction,
containing 1,946 home units. Of these, 3 projects with 615 home units are in

the planning stages and lands with a total area 0o 981,154 square feet.

During 2013 and 2014 the Company completed the promotion, execution,
marketing and sale of one residential project containing 244 home units.

For details about the Company's projects in the area of activity, see section
7.1.8(b) above.

Description of Company's mode of operation in the area of development of
real estate

The activity in the projects the Company is building is carried on through
special-purpose property companies (nominee or bare trustee),”’ which are
held as follows (as of June 30, 2015):

L. Two projects, and three lands, wholly owned by the Company.

2. Two projects, and two lands, held jointly with other partners under co-
agreements (hereinafter, respectively: the "Joini Companies” and the
"Co-Agreements").

The Co-Agreements are made between a subsidiary wholly owned by the

Company (as the ultimate owner) and a third party unrelated to the Company,

which in certain cases provides a loan for the project, and they determine the

manner of financing, operation, profit distribution, project budget, etc. As

security for the repayment of the loans to the partner, the Company records a

lien on its rights in the property in favor of the partner up to the repayment of

the purchase loan.

The property companies hold the rights in the real estate of the projects as
trustee on behalf of the Company and/or the parties (as the case may be), and
their activity is regulated in the Co-Agreements.

In addition, the Company obtains additional funding from financing entities
for the development and construction of the project. In return for the grant of
the project development and construction loan, the Company records a first
lien on the ownership of the project's land and assets in favour of the lender.

*7 For details about the classification of the Company's projects together with partners as a joint
venture, see note 2.K to the financial statements as of December 31, 2014.



B.2.

In some of the projects, the property companies and/or the partners enter into
an agreement with the management company, pursuant to which the latter
provides the following services:

a. Construction services — The management company provides the partners
with project construction services, including control over the project's
costs, budget compliance, advice on the construction plans, management
of negotiations with suppliers, supervision and management of the
construction process, advice on the receipt of building permits, etc.

b. Development and marketing services — The management company
provides the partners with development and marketing services, including
inter alia advice on the required project development approvals, advice on
the home marketing process, advice on the project development planning,
conduct of negotiations on the terms of the home sale agreement, etc.

For further details about the services provided by the management company,
see Chapter 9 below.

Management of Project Lending and Revenue Distributions in the

Development segment

The project lender and a third party cost controller/quantity surveyor
administers the construction financing for a project. The construction
financing funds are held by the bank as a loan facility and released in
intervals to the project company based on a cost accrual method, which are
certified by the cost controller. The cost controller certifies to the project
lender that certain costs have been incurred and that the work relating to those
costs are in place.

Prior to the first advance by a project lender, the project company must
provide to the project lender an irrevocable direction to the project solicitor
authorizing and directing the project solicitor to pay all amounts (net of
certain project costs) received on account of the final sale(s) of the residential
units in the project to the project lender until such time as the project loan is
repaid and all letters of credit are cash collateralized (the “Direction”).

At the time title to units is transferred to purchasers, the balance owing by the
purchaser is paid to the project company’s solicitor. Pursuant to the Direction
the project company’s solicitor forwards the balance owing, less legal fees,
taxes and real estate commissions, to the project lender. Once the project
lender’s loan is paid and letters of credit are cash collateralized, the project
company’s solicitor is free to distribute revenues to the project company or as
it may further direct.

Project revenues receive fund ongoing costs of the project some which may
be incurred following completion of the building (usually for 12 to 18 months
following the completion). These “deferred costs” are included in the project
budget, but are not funded by the project loan.
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C.

D.

E.

Geographical areas

As of the prospectus date, the Group operates in the field of entreprencurial

oy GEate 113 mabns A F Tt e gl ot LY Arre el
rcal cstate in city of Toronto in the province of Ontario in Canada.

Structure of competition in the area of activity and changes therein

Due the steady increase in prices in Toronto, in recent years there has been a
rise in the number of new entrepreneurial companies entering the real estate
market, including companies of local investors and foreign investors,
interested in the development and construction of projects in Toronto. For this
reason, the Company is exposed to competition from the stage of location of
the projects through their promotion and development and up to the sale of
the units in the marketing stage.

Critical success factors in the area of activity

The Company believes that the critical success factors in the [ield of
entrepreneurial real estate, for operations on a scope similar to that of the
Group, are primarily the following;:

(1) Ability to locate and exccute projects at quality locations.

(2) Compliance with timetables and a high standard of construction.

(3) Ability to locate investors for the purpose of meeting project
completion commitments.

(4) Ability to provide initial funding for the acquisition of rights in land.

(5) Ties with financing entities.

Main entry and exit barriers in the area of activity

Lntry barriers

(1) Financial strength for raising the required project funding.

(2) Knowledge and experience in project planning and marketing.
(3) Reputation required for identifying opportunities.

(4) Regulatory requirements

Exit barriers

(1) Long-term commitments assumed by the entrepreneur vis-a-vis the home
buyers and the financing entities.

(2) Comparatively long duration of project planning, improvement and
construction.,

(3) Entrepreneur’s dependence on conditions in the real estate market.

Alternatives to the Company's activity

The main alternative to the entrepreneurial field is the lease of homes and the
lease of commercial space.

Restrictions, legislation. standards and special constraints applicable to the

a. Restrictions in the development and planning stage




The Company's development and planning operations in Ontario are subject
to various legislation, municipal by-laws, and policies which govern the
permitted use of land and rights associated with land ownership. The major
development and planning restrictions in the Company's operating segments
are as follows:

1.

Provincial Policy Statement —This statement specifies the planning
interests of the Province of Ontario, which are used for making both
regional and local planning decisions.

The Official Plan — This planning regime is passed by the local
municipality and describes how land is intended to be used on a municipal
scale. The plan addresses future intentions with respect to the zoning for
residential, commercial and employment uses; the location of and need
for future infrastructure and services, such as roads, sewer lines and
communications, schools and public parks. In addition to the Official
Plan, there are specific plans for various areas as part of the Places To
Grow Act.

Zoning By-Law — Are municipal laws which regulate the specific uses
and development parameters for a property. Amendments to the zoning
by-law, both minor and major can be made pursuant to the Planning Act.
Applications to amend the zoning by-law for a specific property can be
made at any time. In the event the proposed change in zoning contradicts
the Official Plan, an application to amend the Official Plan will also be
required.

Planning Act and the Condominium Act, 1998 — The Planning Act and
Condominium Act, 1998 are two of the most important pieces of
legislation with respect to the process of changing the use and the
subdivision of land in Ontario. Both legislative schemes create a process
for subdividing larger parcels of land into smaller parcels of land. In
addition to setting out the terms and conditions for creating stratified
parcels of land, the Condominium Act, 1998 provides a scheme of
consumer protection concerning the sale of condominium units in
Ontario. The Planning Act, is a multifaceted piece of legislation that sets
out the procedure and authority for subdividing land, rezoning land, and
appealing the decision of municipalities with respect thereto.

Site Plan Control — At the municipal level Site Plan Control policies
govern fine details of multi-unit project development and construction
(industrial, commercial or residential), including scenery design,
surfacing, service areas and architectural control. The site plan control
process also confirms the proposed project’s compliance with the
applicable zoning by-law. Where site plan control is applicable, site plan
approval is required in order to obtain a construction permit.

Building permit — The right to construct any building over 10 square
meters is subject to the requirement of the owner of the property to obtain
a building permit from the municipality. The requirement of a building
permit ensures conformity with the Ontario Building Code Act as well as
applicable planning (i.e. zoning) permissions for the property. Where the
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project is subject to site plan control a building permit can only be

tori - th to D ravral
obtained after the Site Plan approval.

Master plan — Although it has no legal status, a master plan may be
approved by a municipal government as an overall consent to an
overarching planning outline for a large scale development project
involving a number or series of phases to be constructed over the long
term. A master plan is not law, but rather a guideline to be followed.

Restrictions in condominium units sales phase

Selling condominium units in Ontario, Canada requires compliance with
both the Condominium Act, 1998 and its regulations (the “Condominium
Act”) and the Ontario New Home Warranties Plan Act and its regulations

(the “ONHWP Act”). The salient restrictions of the Condominium Act

and the ONHWP Act are as follows:

1. Registration of Builder and Vendor - Provides that a Vendor of a
proposed standard condominium unit and builder cannot sell or build a

home without being registered with the Tarion Warranty Corporation.

2. Deposit Warranties - The Condominium Act and the ONHWP Act

provide warranties and protections to purchasers that ensure deposits
are not released to the vendor of proposed condominium units without
prescribed security being provided;

3. Disclosure Requirements - Any agreement of purchase and sale for a

condominium unit being sold by the entity registering the
condominium is not binding on a purchaser until the purchaser receives
a disclosure statement containing prescribed information about
important aspects of the proposed condominium, including a plan
prepared by a surveyor and a budget statement for the condominium
for the first year following registration of the condominium. The
Condominium Act provides purchasers with a 10 day right to cancel an
agreement of purchase and sale. The 10 day period begins after the
purchaser has received the disclosure statement and a copy of a fully
executed Agreement of Purchase and Sale.

4. Material Change - in the event that there is a material change to the

information contained in a disclosure statement after an Agreement of
Purchase and Sale hecomes firm and binding, the Condominium Act
requires the vendor to deliver a revised disclosure advising the
purchaser of that change. A material change is defined as a change (or
series of changes) that a reasonable purchaser would objectively have
regarded as so important to their decision to buy that it is likely that the
purchaser would not have entered into the Agreement of Purchase and
Sale or would have exercised the right to rescind such Agreement of
Purchase and Sale during the cooling off period, if the disclosure
statement had contained the change (or series of changes). In the event
of a material change, the Condominium Act provides a purchaser with
a right to cancel the Agreement of Purchase and Sale within 10 days of
the later of the purchaser receiving the revised disclosure statement and
the purchaser becoming aware of the material change.

5. Early Termination Conditions - Under ONHWP numbers of

restrictions were enacted with regard to provisions of purchase and sale
agreements (hereinafter in this paragraph: "the Agreement").
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Consequently, the ONHWP law determines that “Early Termination
Conditions” provisions in Agreements may be possible, for the benefit
of the Purchaser in case of non-compliance with provision of the
Planning Act or under the conditions listed in the First Schedule of
ONHWP (hereinafter: "the Schedule"). Therefore, the Schedule
includes several conditions that a Vendor may include in the
Agreement that would allow Early Termination. The conditions listed
in the Schedule divided into two categories (1) conditions that cannot
be canceled or waived by the parties to the Agreement; and (2)
conditions which grant the Vendor the right for early termination of the
Agreement. With few exceptions, the Company's Agreements include
only second type, which allow early termination provisions that can be
waived by the Company.

In most cases, in accordance with the provisions of the Schedule, the
Company's Agreements include, provisions which allow the Company
to cancel Agreements in cases of (1) no satisfactory construction
financing (2) failure to meet minimum sales threshold of apartments in
the project; And (3) termination of the Agreement within 60 days as
the Company is not convinced that the purchaser has the necessary
resources in order to complete the transaction.

¢. Restrictions which create continued commitment after delivery

The ONHWP Act provides for a series of statutory warranties to
purchasers of new homes and a condominium corporation after
registration thereof:

1. Warranty for Deficiencies in the Common Elements — Following
turnover of control of the affairs of the condominium corporation to the
owners, the condominium corporation is required to complete an audit
of the common elements to ensure compliance with the Ontario
Building Code Act and the architectural drawings. This performance
audit is completed at the end of the first, second and seventh years
following turn over of control of the condominium corporation to the
owners. The ONHWP Act obligates the vendor/builder to provide a 1
year warranty for materials and workmanship; a 2 year warranty for
watertightness and defects in the building envelop; and a 7 year
warranty for major structural defects. The respective performance
audits are conducted having reference to applicable warranty in effect
at that time.

2. Warranty for Deficiencies in New Home — The ONHWP Act also
provides a series of warranties with respect to the quality of the home
and the finishes provided therein. Like the warranty for the common
elements, the ONHWP Act provides the purchaser with a 1 year
warranty for materials and workmanship; a 2 year warranty for
watertightness and defects in the building envelop; and a 7 year
warranty for major structural defects in the unit. The warranty
commences on the date the purchaser takes occupancy of the new
home.
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Below is an overview of laws applicable to the Company with regard to

condominium propetrties

What is a condominium?

In the Province of Ontario, a condominium unit is real property that comprises
the space enclosed by its boundaries and all of the land, structures, and fixtures
within this space, as described and designated as a unit by a registered plan of
condominium. The owners of units in a condominium are tenants in common
of the common elements (i.e. common property) of that condominium
corporation and an undivided interest in the common elements is appurtenant to
each owner’s unit. An owner of a condominium unit is entitled to exclusive
ownership and use of that owner’s unit. The unit owner’s proportionate interest
in the common elements is set out in the corporation’s constating document —
known as the declaration.

The creation, sale, regulation, governance and ownership of condominium
units in Ontario is governed by the Condominium Act, 1998. The
Condominium Act, 1998 is a flexible and progress set of laws and regulations
that offer a number of forms of condominiums, including Standard
Condominiums, Common  Element Condominiums, Vacant Land
Condominiums and Leasehold Condominiums.

In Ontario, Standard Condominiums are the most conventional form of
condominiums and are typically conceived of in the context of apartment style
residential buildings, although they may also be found in a low-rise context
(c.g. townhomes) and even in commercial and office properties.

The registration of a proposed condominium’s declaration and condominium
plan gives rise to the creation of a condominium corporation whose objects are
to manage the common elements and assets of the corporation on behalf of the
unit owners. A condominium corporation is a corporation without share capital
whose members are the unit owners. Once 50% of units have been transferred
by the declarant of the condominium corporation to purchasers, the purchasers
then elect a board of directors to manage the affairs of the corporation,
including the common elements.

In recent years, condominium units accounted for 35% of construction starts in

Canada (2013 Canada Mortgage and Housing Corporation, Canadian Housing
Observer 2013).

Special Tax Implications in the Area of Activity

This area of activity has special tax implications in the form of Land Transfer
Tax which is exigible by the purchaser upon the purchase of real estate in
Ontario. Land Transfer Tax is a graduated tax scheme, between 0.5% and 2%,
with additional graduated tax between 0.5% and 1.5% within the municipal
area of Toronto. For details, see note 15 to the financial statements.
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7.8.2  Below is a summary of financial results of the operating segment for the
three-year period ended December 31, 2014 and for the six-month periods
ended June 30, 2014 and June 30, 2015: :

For the Six months ended For the year ended
June 30,
Parameter 2015 2014 December | December | December
31,2014 31,2013 31,2012
CAD in thousands

Operating segment
. 69,450 5.737 82,774 63,738 34,142
revenues (consolidated)

Operating segment
profit (loss) 2,817 957 2,013 31 369
(consolidated)

Operating segment
income (Company's 4,454 1,034 5,982 3,826 4,562
share)

Total operating
segment assets on the
195,885 222,968 233,573 279,353 292,299
balance sheet

{consolidated)

7.8.3 Geographic regions

For more information about economic parameters for the geography in which
the Group operates (Canada), see section 7.7.3 above.

7.8.4 Aggregate data for projects

7.8.4.1.1 Entrepreneurial Real Estate Project that was completed during the current period and whose
sale was not yet fully completed

Edge
CAD in thousands
For the Six 2014 2013 2012
months ended
June 30, 2015
inventory balance | 0-6 months 0 2,643 0 0
in books relating to | 6-12 0 0 0 0
project whose | months
construction  was | 12-18 o 0 0 0
completed and | months
have yet to be sold | 18-24
R N 0 0 0 0
(in terms of costs) months
Twb years
0 0 0 0
and beyond

Aging of inventory | 0-6 months 0 9 0 0
residential units | 6-12

. 0 0 0 0
whose construction | months
was completed and | 12-18 0 0 0 0
have yet to be sold | months
(in terms of | 18-24 0 0 0 0
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number of | months

residential units #) Two  years
and beyond

<
<

Number of binding sales-contracts
signed form the end of the
reporting period until close to the 0 9
reporting date (#) (only regarding
projects in progress)

7.8.4.1.2 Order backlog and advance pavments

. . dvance payments and payments
Revenues to be recognized with YAt pa?," ! w, R payments
L. to be received with respect to
respect to binding sales contracts ..
binding sales contracts
Third
2,942 2,942
quarter
2015
Fourtt
! 0 0
quarter
2016 5,260 32,681
2017 5,250 58,744
2018 1,867 11,150
2019 and later 0 0
Total 15,446 105,517
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7.8.5 Data for development property projects which are not highly material

7.8.5.1 Projects under planning

a. General information for projects under planning as of June 30. 2015 (CAD in thousands):
Was Residential units in project
. Current Estimated financing GrouP's Current planning status Planned planning status
Project Land Planned . / bank effective Average
cost . construction .
name / purchase . construction . assistance | share of . . square Average square
.. carrying completion . . Residential . . .
location*® date start date obtained project . feet per Residential units feet per
amount date units . . . . .
for the (%) residential residential unit
project? unit
952 _
17-Apr-2012 7,170 Jan-2016 Jun-2017 Yes 100% 83 568 83 568
Queen
Caledonia | 01-Aug-2013 10,210 Mar-2016 Jan-2017 Yes 100% 41 2,885 41 2,885

*

F-53

All projects under planning are located in Toronto, Canada.




Additional information about expected revenues from projects under design as of June 30. 20135 (CAD in thousands):

Project Actual cost invested in the project through
name June 30, 2015:
Land,
fees and Total
develop | Capitalize cost
ment d . actuall
X Plannin
financing y
g and .
costs for investe
others .
the din
project the
project

Total
expecte
d cost
yet to
be
investe
d

Average
sale price
per
square
foot in
contracts
signed
for the
project
(in each
period)
(excludin
g VAT)
for the
six-
month
period

Signed contracts (if binding

sales contracts have been

signed), soon prior to June 30,

2015

Inventory for which

binding sales

contracts have yet

to be signed

Total
income
no yet
recognize
d (a) +
(b) + (¢
58

Total
gross
profit not
yet

recognize
56
d

Total
projecte
d gross
profit
rate (%)

Un-recognized
revenues from

Number signed advance
of contracts
signed Amounts
£ Advance R
advance receivabl
payment
contract e
s
s (# R ursuant
) received p
(a) f©
a
contracts

Expecte
d
revenue
s from
un-sold
inventor
y
(c)

Average
price
per
square
foot
used to
calculat
e
expected
revenue

** The aforementioned information with regard to expected income constitutes forward-looking information, as the term is defined in Securities Law. This

information is based on economic calculations prepared by the Company, based on current sale prices of units already sold, the expected sales rate, based on the

Company's past experience with these and other projects. Company estimates may fail to materialize in case of any material deterioration in sale prices of

apartments compared to the prices used as basis for the forecasts and/or should the sales rate of project apartments be significantly lower than the sales rate used

- as basis for the aforementioned revenue forecast, inter alia, to the risk factors listed in section 7.17 below.

** The aforementioned information with regard to expected gross margin constitutes forward-looking information, as the term is defined in Securities Law. This
information is based on economic calculations prepared by the Company, based on current sale prices of units already sold, the expected sales rate and expected
cost for completion of the project, based on the Company's past experience with these and other prejects. Company estimates may fail to materialize in case of any
material deterioration in sale prices of apartments compared to the prices used as basis for the forecasts and/or should the sales rate of project apartments be

significantly lower than the sales rate used as basis for the aforementioned revenue forecast and/or should the actual cost be higher than the cost currently

anticipated by the Company due, inter alia, to the risk factors listed in section 7.17 below.
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ended (b) s from
June 30, un-sold
2015 inventor
y
952 Queen 6,042 323 805 7,170 24,713 547 83 3,233 29,970 0 33,203 1,320 4.0%
Caledonia 7,927 1,525 757 10,209 16,898 252 41 3,169 27,057 0 29,888 3,120 10.3%
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7.8.5.2 Land reserve

a. General information for land reserves as cf June 30, 2015 (CAD in thousands):
Construction rights in land reserve
Current planning Desired / planned planning
Land Cost associated with land reserve as of June 30, 2015 . o
status {by use)** status (by use)
reserve Compan
purcha G Fo y'g Land
Land Land | se date, o apitalize oo - 0 z.a effective reserve
reserve | includi Origin d . Capitaliz | Recognize | carrying . . area Reci Average Average
rzii;\;:e locatio ng al cost | planning, ed ' d amount | S ]:;edo in Ie::ie square | Resident | square Sltafus. of
n purcha of developm | financin | accumula of land square 1 l. feet per | ial units | feet per p am"“g_
se of land ent and g costs ted as of resoerve feet units resident (#) resident proceedi
air reserv other for the impairme | June 30, (%) (#) ial unit ial unit ngs
rights e costs for land nt 2015
(2) land (o) (d) (a)*+(b)*(
(b) ¢)~(d)
1780 Working
Lawren 29- towards
Lawren . - . .
) ce Av., | Aug- 8,545 1,050 1,577 0 11,172 100% 324,633 31 2,413 88 2.442 finalized
« Toront 2013 zoning by
0. CA Q4 2015
15 Working
Mallow 28- towards
Mallow Rd.. Aug- 15.460 409 1.481 0 17.351 100% 134,402 0 39 2.802 finalized
Torent 2014 zoning by
0,CA Q42015




Working

451 )
towards
Patricia 27- . e
. finalized
Patricia Av., Aug- 14,416 361 824 15,601 100% 119,361 20 2,413 39 3,248 o
zoning by
Toront 2014 Q42015
o, CA
Zoned
Downs Keele and
view St., 06-Jun- 675 awaiting
’ 32 s 0 42,194 2 4 47 h
Blocks | Torong 2015 16.323 0 0 16323 >1% 242,19 30 89 3 completio
A&P o, CA n of'land
servicing
Working
Keele towards
Downs St 06-Jun- finalized
view N : 8,767 0 0 8,767 51% 160,564 29 5,686 60 2800 .
Torong | 2015 zoning by
29 Lots g by
o, CA Q22016
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7.8.5.2.1 Additional information about non-material projects

Infermation about borrowing for the project
(CAD in thousands)

Construction contractor

Type of
. X contractin
Financia .
. ¢ with L .
I credit - . N o Consideratio
X Guarantee Complianc . prime , L. )
Proiect name available e with Company contracto Maintenanc n is linked?
E . §- R . R > . ntractor o
! . Financial balance Guarantec i Total Non- Financial credit Interes is the e warranty [Non-linked /
/ location 3 R available . . . terms of . [turnkey / N R
credit as of the s - credit credit recourse - interest rate tis prime . covered by Construction
.. L. balznce as . . . . . the loan bill of . - R
limit report limit . facility ? range® linked? contraetor L. prime Input Price
of the - ’ agreement . quantities / ,
date renort date [Yes/No| 4 other contraetor? index /
g ate 3, -
(June 30, P Jlease Other]
2015) pleas
provide
details]
greater of
cost plus
Lawrence 7,894 0 0 0 7,894 no P+7% and yes yes ves . ves -
’ fee .
10%
12,750@10
13,25 13,25 N g cost plus
Mallow 0 0 0 no % and 500 ves ves ves ves
0 0 o/ : fee
@15%
2,100 @ P +
T%:
. 11,90 11,90 7,700 @ P + cost plus
Patricia i 0 0 0 ; no g ves yes ves N ves --
0 0 1.75%: ’ fee
2100 @
10.5%
3,128 @
14.00%;
. 10,12 7,000 @ cost plus
952 Queen ‘, 3.190 0 1C.128 0 no U/, ves ves yes . P ves -
8 greater of fee :
P+4.25 and
7.25%.
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. Greater of P cost plus
Caledonia 7,380 no 7% or 10% yes yes yes fee yes -
Downsvie

t pl '
w Blocks yes No costpius yes -
A&P fee
For details, see section 7.8.6.2.H below regarding Downsview Phase [ financing.
Downsvie cost plus
€s no yes -

w 29 Lots Y fee

* P = Prime Rate
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~
/

.8.5.2.2  Sensitivily analyses

a. Sengitivity analysis to changes in selling price

Sensitivity analysis for unrecognized gross profit due to changes in seiling price* (100%)

(CAD in thousands)

Effect of 10% Effect of 5% Effect of 5% Effect of 10%
increase in increase in Total decrease in decrease in
selling price selling price unrecogni selling price selling price
on un- on un- zed gross on un- on un-
recognized recognized profit recognized recognized
gross profit gross profit gross profit gross profit
952 Queen 1,320 1,320 1,320 1,320 1,320
Caledonia 3,120 3,120 3,120 3,120 3,120
Total - projects under
planning (in which
residential units have been 4,440 4,440 4,440 4,440 4,440

sold or for which significant
marketing has started)
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*  The effect of selling prices is usually only reflected for residential units for which binding sales contracts have yet
to be signed. In absence of any special circumstances, the nature of pre-sales in Canada and their contractual
obligations mean that the purchaser is obliged to pay the contracted amount, and so there is no possibility of
changes in revenue. As of June 30, 2015 and the date of the prospectus, all residential units in the above mentioned
projects were pre-sold, therefore no effect will be seen as a result of changing the selling price.

b. Sensitivity analysis to changes in construction input prices

Sensitivity analysis to un-recognized gross profit due to changes in construction input price* (100%)
(CAD in thousands)
Effect of 10% | Effect of 5% ' Effect of 5% | Effect of 10%
increase in increase in Total un- decrease in decrease in
construction construction | recognized | construction construction
input price on | input price on gross input price on | input price on
un-recognized | un-recognized profit un-recognized | un-recognized
gross profit gross profit gross profit gross profit
952 Queen (407) 457 1,320 2,184 3,048
Caledonia 2,141 2,630 3,120 3,609 4,098.
Total - projects under
planning (in which
residential units have been 1,734 3,087 4,440 5,793 7,146
sold or for which significant
marketing has started)
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7.8.6  Highly material projects
7.8.6.1 Edge

a.

Property overview

(Data for 100%; Company's share of this
property — 66.67%)

Details as of June 30, 2015

Project name

Edge

Project location

Toronto, Canada

Brief project description

High-rise condo development of 579 units for sale(out
of 666 units in total)

Company's effective share of project

66.67%

Project holding structure

The Company owns a 66.67% interest in the
property through subsidiaries, as follows: The
Company wholly owns (100%) Urbancorp
Cumberland 2 LP which wholly owns (100%)
Bosvest Inc. which owns 66.67% of Edge
Residential Inc., which wholly owns 100% of -
rights in the property as nominee and bare trustee
(hereinafter in this section: "the property
company").

Names of project partners

Plaza, 994697 Ontario Inc. (33.33%)

Presentation method on financial
statements

Joint operation

Acquisition date of land on which the
property is constructed

26-Feb-2010

Area of iand on which the property is
constructed

79.330sq ft

Construction work completion date

May 20135

{planned]
Actual project marketing start date Q42010
Expected / actual marketing end date Q32014

Agreements with construction
contractors with regard to the project

Urbancorp Toronto Management Inc

Construction work start date [aetual]

Jul-2011

Details of legal rights in land

Frechold Interest

Special agreements with regard to the
project (Promote agreement)

Material exposure of reporting entity to
the project

Was net realization value estimated in
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the reported period?

Site is bordered by Queen St, Lisgar St, and Sudbury

Discussion of infrastructure adjacent to . .
St. No additional access roads nor infrastructure are

ect .
the projec required

Special issues -

Additional information:

For additional information, see section 7.7.6.1 above.

b. Project planning status

Planning status for Edge project as of June 30, 2015
Data for 100%, Company's share of the project 66.67%

Current planning status

Total area (square
Inventory type (sq Total units Notes
feet)

Residential units 317,734 579 . .

- Projcct construction

Un-utilized -

L 0 0 completed

construction rights

It is noted that the project includes 87 residential units which are classified as income producing asset. For details
regarding the accounting treatment for these units, see section 7.7.6.1.H above.

C. Costs invested and to be invested in the project
(Data based on 100%. Company's effective share of this project — Second.
66.67%) quarter of 2014 2013

2015

(Consolidated financial data, CAD in thousands)

Invested cost:

Total accumulated cost of land at end of period (a) 22,717 22,717 22,717

Total accumulated cost of development, taxes and fees (b)

28,938 26,670 21,131
Total accumulated construction cost (c) 86,899 84,220 61,350
Total accumulated financing cost (capitalized) (d) 10,159 8,783 5,640
Total accumulated cost (a)*+H(b)+Hc)y+(d) 148,712 142,390 110,837
Costs to be invested and completion rate:
Total land cost to be invested (estimate) (e) 0 0 0
Total cost of development, taxes and fees to be invested | (f)

13,814 14,193 14,331

(estimate)

Total construction cost to be invested (estimate) (2) 352 1,150 ’ 23,512

Total accumulated financing cost to be capitalized in | (h) 0 37 2 550

future (estimate)

Total remaining cost through completion (e)HD+(g)+(h) 14,166 15,380 40,393

[Engineering / financial] completion rate (excluding
land) (%)

100% 99% 72%
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Expected construction completion date construction
Q22015 Q4 2014
completed
d. Project marketing
(Data Lasef! en !.OO%. Cemijany's effective Sccond quarter of 2015 2014 2013
share of this project — 66.67%) {consolidated)
(Consolidated)
Contracts signed in current period:
Residential units (#) 9 33 10
Residential units (square teet) 4,681 16,905 6,404
Commercial space (square fect) 0 37,815 0
Average price per square foot in contracts signed in the current period (CAD):
Residential units 547 482 421
Commercial space - 41 -
Accumulated contracts through end of period:
Residential units (#) 579 570 537
Residential units (square feet) 317,734 313,053 296,148
Commercial space (square feet) 0 37,815 0
Accumulated average price per square foot in contracts signed by end of period (CAD):
Residential units 467 465 464
Commercial space - 41 -
Project marketing rate (%):
Total expected ieveiues {rom enilie @) 173219 168.917 169 179
. , a ,

project (CAD in thousands) ) ' '
Total expected revenues from signed

(b) 164,679 162,090 153,798
contracts, on aggregate
Marketing rate at end of period (%) (b)/ (a) 92.8% 96.0% 90.9%
Space for which contracts have vet to be signed:
Residential units (#) 0 9 42
Residential units (square feet) 0 4,681 21,586
Commercial space (square feet) 37,815 0 37,815
Total cumulative cost (inventory balance) 1,590 2,363 10,191
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attributed to space for which binding contracts
have yet to be signed on the statement of
financial position (CAD in thousands)

Number of contracts signed from the end of the
period to the prospectus date (#) / m*® [provide 0 0 0
details by use]

Average price per m” in contracts signed from the _
end of the period to the prospectus date ([provide 0 0 0
details by use} (CAD in thousands)

. Recognition of revenues from binding sales contracts and advance payments receivable from the project

Total revenues recognized /
Total advance payments

to be recognized with . X
g received / receivable

respect to signed contracts
Through June 30, 2015 159,651 0
For the six-month period ended
December 31, 2015

2016

2017

2018

2019 and later

Total 162,719

3,069 0

oO|lo| ol o

olo| o olo

f. Gross margin
Estimated overall gross margin for the project
(CAD in thousands)
, . ] For the six-month
(Data based on ti::g:‘;ﬁj.f&"l‘;l’fz; /‘jfec“ve share of | eriod ended June 30, | 2014 | 2013 | 2012
2015
Total expected project revenues 173,219 168,917 169,179 169,922
Total expected project cost 162,253 157,164 150,649 152,157
Total expected project gross profit (loss) 10,966 11,753 18,530 17,764
Of which, total gross profit already recognized on the 2,056 1219 0 o
profit statement (on aggregate)
Of which, total gross profit yet to be recognized on the 8,910 10,53 18,53 17764
profit statement (on aggregate) ' '
Expected overall project gross margin (%) 6.33% 6.96% 10.95% 10.45%
Average price per sqf used to Residential 352 374 51.6 51.6
calculate gl‘o§s margin yet to be Commercial N B 3 __
recognized (by use)

The aforementioned information with regard to expected gross margin constitutes forward-looking information,
as the term is defined in Securities Law. This information is based on economic calculations prepared by the
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Company, based on current sale prices of units already sold, the expected sales rate and expected cost for
completion of the project, based on the Company's past experience with these and other projects. Company
estimates may fail (o materialize in case of any material deterioration in sale prices of apartments compared to
the prices used as basis for the forecasts and/or should the sales rate of project apartments be significantly lower
than the sales rate used as basis for the aforementioned revenue forecast and/or should the actual cost be higher
than the cost currently anticipated by the Company due, inter alia, to the risk factors listed in section 7.17 below.

it should be noted that EDGE zoning was amended in 01-Oct-2013, increasing the building height by 4 stories, the
buildable residential floor area from 290,163 sqft to 413,646 sqft, and the total number of residential units from 484 to
666 units (of which 579 were designated as Development for sale, and 87 as Income Producing Property for rental).

g. Sensitivity analysis to project gross profit yet to be recognized

Sensitivity analysis to project gross profit yet to be recognized (100%)
(CAD in thousands)

Effect of Effect of Total un- Effect of Effect of
20% 10% recognized 10% 20%
increase increase gross profit decrease decrease
Effect of change in selling price per sqft
of space for which bmdu'lg sales 11,010 9960 8,910 7 860 6,810
contracts have yet to be signed on
expected un-recognized gross profit
Effect of change in construction cost per
sqft on expecled un-recognized gross 8,910 8,910 8,910 8,910 8,910
profit
[t is noted that the sensitivity analysis in regard with the change of selling price result from the

[,

38,954 SF of office space in the project. For further details, see section 7.7. 6.1 above.



Project specific financing and financial assistance facilities

For details regarding the financing of the of the projects, see section 7.7.6.1.f above.

Liens and legal restrictions

For details regarding liens and legal restrictions, see section 7.7.6.1.g above.



7.8.6.2 Downsview Phase [

a.

Property overview (project under design)

property —51%)

(Data for 100%; Company's'share of this

Details as of June 30, 2015

Project name

Downsview

Project location

Toronto, Canada

Brief project description

Phase T of the project comprises a large low-rise
residential development of 491 units for sale, out of
them 176 are stacked townhomes, 293 are townhomes
and 22 in semi-detached townhomes.

Company's effective share of project

51%

Project holding structure

The company holds a 51% interest in the property
through its subsidiaries, as follows: a wholly-owned
subsidiary holds (100%) in Urbancorp Downsview
Park  Development Inc., which holds 51% in
Downsview Home Inc., Which holds a 100% interest in
the property as nominee (bare trustee) (hereinafter:
"the Property Company").

Names of project partners

Mattamy (49%) (hereinafter: “the Partner")

Presentation method on financial
statements

Joint operation

property is constructed

Acquisition date of land on which the

04-Jun-2015

constructed

Area of land on which the property is

869,169

Out of the gross floor areas, 182,258 SF is
attributable to stacked townhomes, 539,409
SF to townhomes and 48,096 SF to semi-
detached townhomes.

Construction work completion date

02-2017
[planned|
Actual project marketing start date Nov-2011
Expected / actual marketing end date Q42016
Agreements with construction Mattamy oversees project management of project and
contractors with regard to the project has in place agreements with construction contractors.
Construction work start date jactual] Q4-2015

Details of legal rights in land

Freehold Interest

project (Promote agreement)

Special agreements with regard to the

the project

Material exposure of reporting entity to

the reported period?

Was net realization value estimated in

No
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Main access road is Keele St, an existing main road
which is adjacent to the property boundary, and which
Discussion of infrastructure adjacent to will provide the main access route. Internal roads and

the project servicing, including water, gas and electricity
connections, are being constructed currently at the cost
and supervision of the land vendor.

Special issues -

Additional information:

On August 3, 2011, the Company entered into two agreements of purchase and sale with
respect to development lands owned by the Federal Government of Canada. One
agreement was for the purchase of approximately 1,279,342 sg/ft of buildable floor area
(the “Block Lands™) for a price of CAD 40,097 thousand (the “Block Agreement”) and
the second agreement was for the purchase of 29 single family home building lots
comprising approximately 168,000 square feet (the “Lot Lands”) for a price CAD 8,384
thousand (the “Lot Agreement”). Both the Block Lands and the Lot Lands were required
to be zoned by the land vendor as a condition of completing the transaction. The purchase
consideration was adjusted based on the actual density or feet approved for development,
and it is as specified below. The Block Lands and the Lot Lands are hereinafter referred

to as the “project”.

The first phase of the project is to be constructed on a portion of the Block Lands and
comprises 783,126 sqft of buildable floor area. The balance of the lands is currently held
for future phases of construction as outlined in section 7.1.9.B. above.

On July 30, 2013, the Company entered into an agreement with the Partner to sell 49% of
its interest in the project, including the Block Agreement and the Lot Agreement and
enter into a joint venture agreement with respect to the project for consideration
amounting to CAD 21 million, plus 50% of the Company’s costs in respect of the project
to the date of the sale of the 49% interest.

On June 4, 2015, the Property Company completed the acquisition of the Block Lands,
for total consideration in the amount of CAD 46,157 thousand, which was financed as
follows:

1. The property company has obtained a loan amounting to CAD 36,925 thousand® at
0% interest from the property seller, a corporation wholly owned by the Government
of Canada (referred to as a Vendor Take Back Mortgage (loan) or "VTB").

% In accordance with the loan agreement, the total loan amount is divided and assigned to the various plots of Block
Lands, inter alia, for the purposes of maturity date, encumbrance and accruing interest, in case it will accrue.
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[n a case in which there is a Maturity Date, as defined above, and the Company has
nol repaid the loan on the dates specified in the loan agreement, then on the
occurrence of one of the cases listed below, the annual interest rate on the loan will be
a monthly cumulative rate of 15%: (1) In the event that Event A or Event C occurred
in a period of up to one month prior to the date of the said payment, interest will
accrue in the said period until the repayment of the loan; and (b) In the event that
Event B occurred during the four days prior to the date of repayment as aforesaid, the
interest will accrue in the said period until the repayment of the loan.

The maturity date of the said loan is the earliest of (hereinafter: "Maturity Date"): (a)
60 days after the date on which the Property Company approved the lender that a
confirmation from the engineer which supervises construction works (hereinafter:
"the Engineer") has received that construction meets the requirements for a permit
Services (Permit Servicing Requirements) for one of the parts of the project
(hereinabove and hereinafter: "Event A"); or (b) five days after the date on which the
Property Company approved the lender that a confirmation from the Engineer has
received that construction has begun above ground in one of the parts of the project
(hereinabove and hereinafter: "Event B"); or (¢) 15 months after the June 4, 2015 or
in relation to a part of the Land specified in the agreement, after 24 months from the
date of'its registration (hereinabove and hercinafter: "Event C").

It is clarified that the events of the occurrence of Maturity Date are events in which
the conditions of receiving financing for accompanying the construction has occurred,
which the Company intends to repay the loan to the selier using it, and therefore an
event in which such interest will rise is not expected to take place;

2. The property company received a credit for an initial deposit in the amount of CAD
4,079 thousand paid to the vendor at the time of entering into the Block Agreement
(50% of the said consideration was paid by the partner, as stated above);

3. An additional deposit to be credited towards the purchase consideration in the
amwount ol CAD 3,476 thousand:

4. CAD 1,659 thousand which was credited to the property company by the property
vendor as consideration for the property company assuming the obligations of the
property vendor to construct a series of affordable rental housing units within the
project. Note that in this regard, the project must consist of at least 113 Affordable
Housing Units, 60 of them single-family houses and 53 apartment units, in
conformity with rules set by Canada Mortgage Housing Corporation ("CMHC"),
primarily concerning the unit size and rent per sqft. Note that as of this date, the
Company is expected to comply with these rules, based on the planning model of the
project.

On June 4, 2015, the Company completed the acquisition of the Lot Lands, for total
consideration in the amount of CAD 8,767 thousand, which was financed as follows:
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. The property company has obtained a loan amounting to CAD 7,014 thousand®' at
0% interest from the property seller, a corporation wholly owned by the Government
of Canada (referred to as a Vendor Take Back or "VTB"), whereby the property seller
provides a loan to the property buyer;

In a case in which there is a Maturity Date, the date in which the loan is matured, as’
defined above, and the Company has not repaid the loan on the dates specified in the
loan agreement, then on the occurrence of one of the cases listed below, the annual
interest rate on the loan will be a monthly cumulative rate of [5% (1) In the event that
Event A or Event C occurred in a period of up to one month prior to the date of the
said payment, interest will accrue in the said period until the repayment of the loan;
and (b) In the event that Event B occurred during the four days prior to the date of
repayment as aforesaid, the interest will accrue in the said period until the repayment
of the loan.

It is clarified that the events of the occurrence of Maturity Date are events in which
the conditions of receiving financing for accompanying the construction has occurred,
which the Company intends to repay the loan to the seller using it, and therefore an
event in which such interest will rise is not expected to take place; -

2. Credit for an initial deposit in the amount of CAD 838 thousand paid to the vendor at
the time of entering into the Lot Agreement; and

3. An additional deposit paid by the Property Company on closing to be credited
towards the purchase consideration in the amount of CAD 915 thousand;

Vendor's right to repurchase in case of breach of "Commence and Complete” covenant.

According to the purchase and sale agreement, the Company covenanted to commence
and complete the project as mentioned below. A breach of the covenant results in the
Partner's power to repurchase the Project Lands, upon a 30 day written notice.

Breach of Covenant will be considered:

1. Failure to Commence Construction within 36 months of closing date, in regards to
50% of the multi-family dwelling units and 20 single family townhomes ; or
2. Failure to substantially complete within 60 months of closing date.
Wherein:
Commence Construction — means that basements or garages excavated as the
case may be, footing poured and basement walls completed.
Substantially complete — means that either:
e The municipality has issued an unrestricted occupancy permit therefor; or

S I accordance with the loan agreement, the total loan amount is divided and assigned to the various plots of Lot Lands,
inter alia, for the purposes of maturity date, encumbrance and accruing interest, in case it will accrue.
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e That such residential units and all appurtenances and improvements to the
lands are capable of completion at a cost of not more than 3% of the total
cost of construction for such dwelling unit, appurtenances and
improvements, excluding seasonal items that cannot be completed due to
weather conditions.

Decision making in the partnership

The Management Committee, which consists of one Company representative and one partner
representative, is entitled to make only “Major Decisions” with regard to the project. The
Major Decisions inciude the following:

I. Acquisition or purchase of any sort, of additional land, including neighboring lots; 2.
Approving each Approved Project Phase Budget, and the determination of the Maximum and
Minimum working capital requirements for the co-ownership; 3. Approval of financing terms
to be arranged or obtained, including the suffering of any encumbrances on the project
property; 4. Offering to sale or otherwise transfer a part of the project, except for sale of
dwelling units; 5. The terms of the sale of the Affordable Housing component; 6. The decision
to accept an offer to purchase an un-marketed property; 7. Determining whether or not
distributions of Gross Receipts should be made to the Co-Owners; 8. Making any out-of-
budget expense that results in an increase of 10% or more in one of the development
categories or in an increase of 5% or more in the total costs of the project; 9. An amendment to
the marketing price of the unit, in a way that inflict a 10% or more change to the gross receipts
from the project; 10. Any expense to one of the co-owners, not at Arm's Length, exciuding
staff of the development manager; 11. Any decisions amending the powers of the development
manager; 12. The replacement of the development manager under the agreement.

According to the joint venture apreement no action executed, any expense spent, no decision
will take place and no commitment be carried out, by the partnership, management committee,
each of the partners or development manager in respect of the Major Decisions unless material
decisions approved by all partners in writing,

Agreements to purchase and sell of assets of Downsview project by the Partner and the
Company

In a Co-Owners Rearrangement Agreement dated November 14th, 2014, it was agreed that the
partners would enter negotiations and execute further agreements to purchase and sell, from
and to each other, the various assets and components of the project (the “Final
Agreements”). Upon entering into the Co-Owners Rearrangement Agreement, the Partner
transferred 4,500 thousand CAD to the Company, as a down payment on account of the
consideration agreed upon by the parties (hereinafter: the "Down Payment").




In accordance with the Co-Owners Rearrangement Agreement (and subsequent amendments),
in the event that the Final Agreements were not executed by the partners by December 21,
2015, the Down Payment would have to be repaid by the Company to the Partner with an
annual interest rate of 15%. The Down Payment is guaranteed with the Company's interest in
the project. In case the Company will not repay the Down Payment, the Down Payment will be
considered as a consideration for the Company's interest in the project to the Partner.

As of the date to this draft, the Company intends to repay the Down Payment.

Development management of Downsview project

The property development manager is the partner (hereinafter: "the Development
Manager"), who is in charge of project design, planning, management, financing,
construction and marketing, for consideration equal to 4.5% of total project receipts.

The Management Company would advise the property Development Manager, for
consideration equal to 1.5% of total project receipts. In conformity with terms and
conditions of the agreement, the consideration for said consulting would only be paid to
the Management Company after the Development Manager has been paid at least CAD
13,200 thousand for provision of development services.

Distribution
Provisions for earnings distribution out of the property company's cash flow are as
follows:

Payment of all project expenses;

Principal and interest payment for project financing;

Payment of CAD 21,000 thousand to the partner;
All other payments would be shared as follows: 50% to the Company, 49% to the
partner and 1% to the development manager.

1
2
3. Payment to the development manager;
4
5

b. Project planning status

Planning status for Downsview Phase I project as of June 30, 2015
Data for 100%, Company's share of the project 51%

Current planning status

Inventory type Total area (square Total units Notes
feet)
Residential units 769,763 491
Un-utilized 0 0 ---
construction rights

As of the prospectus date, none of the residential units have been completed, out of total residential units listed in Table
B above. )



C. Costs invested and to be invested in the project

(Data based on 100%. Company's effective share of this project — Second
51%) quarter of 2014 2613
2015
(Consolidated financial data, CAD in thousands)
Invested cost:
Total accumulated cost of land at end of period (a) 25,808 2,389 2,389
Total accumulated cost of development, taxes and | (b)
foes 11,264 8,147 7.801
Total accumulated construction cost (© 4,492 4,425 4,354
Total accumulaied {inancing cost (capitalized) (d) 1,065 971 971
Total accumulated cost- (a)+{b)*+(c)+(d) 42,629 15,933 15515
Costs to be invested and completion rate: -
Total land cost to be invested (estimate) (e) 0 23,418 38,647
Tnm! cost 01 development, taxes and fees to be | (f) 55,598 58.716 26532
invested (estimate)
Total construction cost to be invested (estimate) (g) 84,459 84,526 84,634
Total accu‘mulalcd financing cost to be capitalized in | (h) 4,389 4483 5,775
future (estimate)
Total remaining cost through completion (e)HHH(g)+(h) 144,447 171,143 155,588
Engineerin / financial] completion rate
Eexcgluding lagnd) (%) ! ’ - 0% 5:0% 9%
Expected construction completion date e Q12017 Q42016 Q22016
d. Project marketing
(Data based on 100%. Company's effective Second quarter of 2015
. . . 2014 2013
share of this project - 51%) {consolidated)
(Consolidated)
Contracts signed in current period:
Residential units (#) 68 24 43
Residential units (square feet) 110,177 129,958 66,300
Average price per square foot in contracts signed in the current period (CAD):
Residential units 300 ] 292 350
Accumulated contracts through end of period: ‘
Residential units (#) 436 368 344
Residential units (square feet) 695,620 585,443 455,485
Accumulated average price per square foot in contracts signed by end of period (CAD):
Residential units | 293 | 292 346
Project marketing rate (%):
'I‘oyal cx\pectcﬁ revenues from entire @ 223,957 223957 211,670
project (CAD in thousands)
Total expected revenues from signed (b) 193,798 162,434 149,613
contracts, on aggregate
Marketing rate at end of period (%) (b)/ (a) 86.5% 72.5% 70.7%




Space for which contracts have vet to be signed:

Residential units (#) 55 123 147

Residential units (square feet) 71,102 181,279 261,060

Total cumulative cost (inventory balance)
attributed to space for which binding contracts
have yet to be signed on the statement of
financial position (CAD in thousands)

4,775 3,991 4,645

Number of contracts signed from the end of the
period to the prospectus date (#) / sqft [provide 23contracts/41,086 SF 0 0
details by use}

Average price per SF in contracts signed from the .
end of the period to the prospectus date ([provide 299 CAD/SF 0 0
details by use] (CAD)

Mattamy took over project management of Downsview from Urbancorp in October of 2013, and
contracts were re-signed with purchasers from February through November of 2014, with some
changes to purchasers and properties purchased. The numbers above have been recorded to reflect
the signing of new contracts with existing purchasers.

e. Recognition of revenues from binding sales contracts and advance payments receivable from the project

Total revenues recognized /
to be recognized with
respect to signed contracts

Through June 30, 2015 0 30,600
For the six-month period ended

Total advance payments
received / receivable

0 2,994
December 31, 2015
2016 155,038 0
2017 38,760 0
2018 0 0
2019 and later 0 0
Total 193,798 33,594




bt

Gross margin

Estimated overall gross margin for the project
(CAD in thousands)

ﬂ(Data based on 109%). C.omp:my's effective share of | For the six-month peri_od 2014 2013 2012
this project - 51%) ended June 30, 2015
Total expected project revenues 223,957 223,957 | 211,670 211,670
Total expected project cost 187,076 187,076 171,103 171,103
Total expected project gross profit (loss) 36,881 36,881 40,566 40,566
Of which, total gross profit already recognized on the 0 o o o
profit staternent {on aggregaie) (¥*)
Of which, total gross profit yet to be recognized on the 36,881 36,881 40,555 40,566
profit statement (on aggregate)
Expected overall project gross margin (%) 16.5% 16.5% 19.2% 19.2%
Average price per sqf used to
calculate gross margin yet to be Residential 296 2 330 330
recognized (by use)

(*) For details regarding the distribution of profits in Downsview project see Section 7.8.6.2A
above.

The atorementioned information with regard to expected gross margin constitutes forward-looking information,
as the term is defined in Securities Law. This information is based on economic calculations prepared by the
Company, based on current sale prices of units already sold, the expected sales rate and expected cost for
completion of the project, based on the Company's past experience with these and other projects. Company
estimates may fail to materialize in case of any materiai deterioration in saie prices of apartments compared to
the prices used as basis for the forecasts and/or should the sales rate of project apartments be significantly lower
than the sales rate used as basis for the aforementioned revenue forecast and/or should the actual cost be higher
than the cost currently anticipated by the Company due, inter alia, to the risk factors listed in section 7.17 below.

g. Sensitivity analysis 1o project gross profit vet to be recognized

Sensitivity analysis to project gross profit yet to be recognized (100%)
(CAD in thousands)

Effect of Effect of Total un- Effect of Effect of
20% 10% recognized 10% 20%
increase increase gross profit decrease decrease
Effect of change in selling price per sqf
of space for which bindi{]g sales 5960 5463 4,967 4,470 3,973
contracts have yet to be signed on
expected un-recognized gross profit
Effect of change in construction cost per
sqf on expected un-recognized gross 2,692 3,829 4,967 6,104 7,241
profit




h. Project specific financing and financial assistance facilities

Loan A: Loan B:
June 30 Presented under
’ 4,500 43,938
2015 short-term loans: ’
Presented under 0 0
Balance on long-term loans:
statement of | December Presented under 4.500 0
financial 31,2014 short-term loans: ’
position Presented under 0 0
(CAD in long-term loans:
thousands) pecember Presented under 0 0
31,2013 short-term loans:
Presented under 0 0
long-term loans:

Assisting financial institution:

Mattamy Homes

Parc Downsview Park Inc.

Loan / facmt'y .app.roval date and loan [4-Nov-2014 03-Jun-2015
origination date:
Total facility (CAD in thousands): 4,500 43,938
Of which, un-utilized balance (as of June 30, 0 0
2015):
Interest-setting mechanism and interest rating: 15% 0%
Principal and interest payment schedule: Interest accrued monthlly and | Principal 1'epay'f1ble upon maturity
payable upon maturity of loan
Key financial covenants: None None
Other key covenants: None None
Indicate any breach of key or other covenants as No No
of the end of the reported period:
Is this non-recourse? [Yes/No] Yes Yes
Conditions for release of excess funds from N/A
financial assistance account, with indication N/A

whether these conditions have been fulfilled:

Collateral:

Lien against ownership interest

Lien on the property

A commitment for a CAD 167,715 thousands construction loan has been made by the
British Columbia Investment Management Corporation, which will be funded upon
the maturity of the Parc Downsview Park Inc. Vendor Take Back mortgage outlined

above.
1. Liens and legal restrictions
Secured amount
. (consolidated) CAD
Type Details

B in thousands

June 30, 2015

Liens First Parc Downsview Park Inc. 43,938
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7.8.7

7.8.8

7.8.9

7.8.10

A lien on the
company’s

Liens L . Mattamy 4,500
ownership rights in
the property
Marketing and distribution
The management company is responsible for marketing of the Company's development

a
projects; the management company provides to the Company, inter alia, marketing services
as described in sections 9.2.2 and 9.2.9 of the prospectus. The management company
markets the units by setting up sales offices, contracting with marketing agencies and
through online marketir{g.

Competition
See section 7.8.1(d) above.

Working capital

For more information see section 7.19.8 of the Board of Directors' explanations enclosed
herein.

Environmental protection

The Company, as developer, is subject to statutory restrictions with regard to environmental
protection and environmental responsibility (the Environmental Protection Act). To the
Company's knowliedge, as of the date of the Prospectus the Company complies with the
environmental protection and environmental responsibility legislation.
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7.9
7.9.1
7.9.1.1

79.1.2

7.9.1.3

Geothermal operating segment

General information about the operating segment

Operating segment structure and changes there in

As noted above, the Group is engaged in the real state segment in Toronto, Canada. In
conjunction with Company operations in Toronto, it has developed and retained ownership
of Four geothermal utility assets at the Edge, Curve, Bridge and Fuzion projects as
described below (hereinafter "geothermal asset”).

The Company’s geothermal assets provide heating and cooling to its residential
developments in exchange for (1) a fixed amount (referred to as the “Capacity Charge”)
and (2), 50% of the monetary value of the utility savings by the system, compared to cost
for properties without a geothermal asset installed (as modeled by a third party) (referred to
as the “Geothermal Energy Savings Share”)and (3) the routine costs to operate the system
as specified in the Supply Agreement.

Each of the geothermal assets are an integrated mechanical system which provides heating
and cooling for the building in which it is installed, integrating green technologies to ensure
that optimal temperatures are efficiently maintained in the building environment. Retaining
of ownership of the geothermal asset provides a stable return for the Company while at the
same time reducing the cost of providing heating and cooling to all tenants of the residential
property (renters and buyers). The geothermal system itself is the sole source of heating and
cooling to the building, and so tenants are entirely dependent upon this supply.

What is Geothermal Heating and Cooling Technology

Geothermal heating and cooling technology uses the earth’s renewable thermal energy
reservoir, which is stored beneath the earth’s surface, to either provide heating in the winter
or cooling in the summer. The earth’s thermal reservoir is created and renewed as a result
of energy produced by the sun. The Company’s geothermal assets consist of a number of
major components, including a geothermal field comprised of piping in geothermal wells, a
series of circulating pumps, a heat exchanger, back up boilers, and a building distribution
system.

Company’s Geothermal Systems

The Company’s geothermal systems are designed to exchange thermal energy from the
earth’s thermal reservoir using a series of specially designed geothermal piping filled with
highly conductive circulating fluid and a heat exchanger. In the winter heat is extracted
from the ground, circulated through a heat exchange unit and then delivered to special
ground source heat pumps located in the individual apartments. The ground source heat
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pumps utilize a compressor to concentrate and distribute the heat in the building. Excess
thermal energy is then used to pre-heat water for domestic use. In the summer months this
process is reversed and the geothermal system sheds heat taken from the building back into
the ground and the domestic hot water system via the heat exchange and geothermal ground
loops. The geothermal systems provide buildings with an efficient source of heat and
cooling, and hot water for domestic use — significantly reducing the need (and cost) for
natural gas and electricity.

The geothermal system design and technology is not proprietary to Urbancorp. Urbancorp
engages mechanical engineers to design a building’s geothermal heating, ventilation and air
conditioning system, and then tenders the supply and installation of the necessary
equipment to mechanical contractors and drilling trades in accordance with the design.
Once installed the mechanical engineers, in conjunction with the mechanical contractor,

commission the geothermal system.

Each of the Company’s geothermal assets are automated and monitored by a third party
company (unrelated to the Group) specializes in the design, maintenance and automation of
geothermal heating and cooling systems (Hereafter: "Maintenance Company"). The
system’s automation controls the flow of thermal energy within the building as well as
within the geothermal wells. The system is also designed to distribute heating and cooling
between the sunny and shaded sides of the building without turning on the heat exchange.
The geothermal system’s automation provides for real time monitoring of equipment and
alarms on each component notify where inefficiencies or system malfunctions are present.
Fach of the Company’s geothermal assets is inspected and serviced by the Maintenance
Company monthly. Remote monitoring of the Company’s geothermal heating and cooling
equipment reduces operational risk by allowing the Company to easily detect inefticiencies,
anticipate equipment breakdowns reduce downtime in the event of malfunction. The cost of
the monthly maintenance and routine maintenance and repair, by the Maintenance
Company, are paid by the condominium corporation.

7.9.1.4 The economic rationale for installing geothermal systems In a residential condominium
building where the building’s main heating, ventilation and air conditioning equipment are
leased, approximately one quarter to one third of a residential condominium unit owner’s
common expenses (i.e. monthly maintenance fee) is attributable to the lease cost, and the
cost of utilities for, and maintenance and repair of the equipment. The economic rationale
behind the Company investment in the activity, by building and owning geothermal
heating and cooling systems is to capture that portion of the condominium’s operating
budget associated with the heating and cooling system for a 50 or 60 year period.

It should be emphasized, as detailed below, that the Company provide geothermal energy to
the the condominium (as opposed to a direct agreement with the tenants themselves), which
are considered to have a low credit risk. The Condominium Act, 1998 provides that
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judgment against the condominium corporation is a judgment against all the unit owners in
their respective proportionate share. Once firm and binding, the condominium corporation
must pay the monthly charges under the geothermal supply contract. Accordingly, the
projected annual costs of the geothermal supply contract are included in the annual operating
budget of the condominium corporation. Owners pay their proportionate share of the
geothermal contract costs in their monthly common expense fees. The Condominium Act,
1998 provides that failure of an owner to pay their common expenses gives rise to the
condominium corporations’ right to register a super priority lien on that owner’s
condominium unit, which ranks ahead of any mortgage registered thereon. This super
priority lien permits the condominium corporation to sell the unit in order to satisfy the
COMMOoN expense arrears.

While the geothermal assets do not avoid the need to use gas and electricity in the heating
and cooling process, the geothermal system may consume About 70% of the energy
required to heat and cool an apartment style building with a conventional system. According
to The Company’s Supply Agreements (Defined hereunder) heating and cooling shares the
monetary value of these saving between the Company and the condominium corporation on
50/50 basis.

Additionally, as described below the Company entitled to a fixed monthly fee for the
delivery of geothermal heating and cooling referred to as the Capacity Charge. The Capacity
Charge is subject to annual escalations in accordance with the energy basket of the Toronto
Consumer Price Index.

Finally, the Company is permitted to charge the condominium corporation the operating
costs of the geothermal system, including utilities, realty taxes, insurance and maintenance
and repair and excluding cost of major capital replacements.

7.9.1.5 Competition / replacements

Substitutes for geothermal systems are the installation of standard heating and cooling
systems and / or the installation of alternative geothermal systems. The Company believes
there is no better energy supply substitute for buildings in which geothermic systems are
installed, for the following reasons:

A. Lack of technical ability or the economic feasibility of the installation of an alternative
geothermal system - as specified above, geothermal systems are installed in geothermic

wells excavated beneath each of the buildings, a circulation pump system is installed in the
basements of the buildings and a pipe system is built into the walls of the building. The
Company’s buildings are not designed with additional mechanical rooms to install
another geothermal system or retrofit conventional boilers. The building’s
electrical system is not initially designed to accommodate the large electrical loads
required by conventional heating ventilation and air conditioning equipment.
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7.9.1.6

7.9.1.7

Therefore, the installation of an additional system in the same building is not
technically feasible or involves very substantial construction costs.

B. Savings in comparison to alternative energy sources — as of the date of the Prospectus, the

heating and cooling expenses of residential units using alternative energy-based systems,
such as air conditioning systems, arc expensive in comparison to the cost of using

geothermal systems, which is green renewable thermal energy.

€. Long-term supply agreements - The Company's income from the segment of activity are

pursuant to long-term energy supply agreements, ensuring that part of the income of the
Company will be received for the rental of each of the geothermic assets to the
condominium company, without any dependency on or connection to the volume of

consumption.

Seasonality

The fixed monthly Capacity Charge comprises 80-82% of the Company’s revenues
received from the geothermal assets. Accordingly cash flows from geothermal assets are
very stable and predictable. Fluctuations in geothermal revenue occur with respect to the
savings component of the revenue stream. The monthly utility savings are known in
advance as they are set out in the geothermal supply contract pursuant to a third party
energy model of the building. Upon entering into the contract the Company knows how
much units of energy are saved in each month by the geothermal system. The monetary
value of the savings are then determined, on a monthly basis, by multiplying the units of
energy saved by the prevailing price per unit of energy in the applicable month depending

on a predetermined formula.. Fluctuations in energy pr

component of the revenue.

Therefore, on the date of the Prospectus, given the high savings rates during the summer, as
the geothermal system is used heavily to cool the building, there is a certain degree of
seasonality the Company's revenues from operations which does not exceed 25% of total
Company revenucs from the geothermal asset.

laxation and Insurance

The special tax considerations of geothermal heating and cooling equipment are limited to
the availability of a two-year write down of the assets. Other than an expedited write down
no other special tax considerations are applicable to the revenues received from the
geothermal supply contract. These revenues are taxed in the same manner as other income
producing assets.

The geothermal system is insured under the Company’s umbrella commercial general
liability policy for all risks of direct physical loss or damage including perils of flood, sewer
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back-up and earthquake with additional riders for business interruption and equipment
breakdown. Insurance is renegotiated and renewed annually. The cost of insurance is paid

by the condominium corporation.

7.9.. 1.8 Risk factors associated with geothermal activity

The two main risk factors associated with Company’s geothermal activity:: (i) contract risk;

and (ii) operational risk.

®

(i)

Contract Risk exists within the first year from the date that control of the
condominium corporation is turned over to the purchasers’ elected board of directors.
Pursuant to Section 112 of the Condominium Act, 1998, the purchaser elected board
of directors can, on 60 days written notice, elect to terminate contracts entered into
on its behalf by the developer.
exercising the board’s right to cancel contracts within 1 year of being elected. The

There are no requirements or pre-conditions to

geothermal supply contract is caught by this provision of the Condominium Act,
1998. This risk is mitigated by a costly break fee in the supply contract and the
practical impossibility of installing a new heating and cooling plant in the building.

The geothermal supply contract is subject to operational or equipment risk as
equipment malfunctions or breakdowns may lead to disruptions in cash flow. This
risk has been significantly mitigated through the automation of the geothermal
system as described above.

7.9.1.9 Key data about the operating segment (CAD in thousands) (Company's share)

Revenues Expenses ?re-tax
income
Holding For For For
percentage the the the Value of
Property six- six- six- geothermal
hame month month month asset as of
period | 2014 | period | 2014 | period | 2014 June 30,
ended ended ended 2015
June June June
30, 30, 30,
2015 2015 2015
Bridge 100% 187 410 187 317 0 93 22,980
Curve 100% 30 67 36, 49 (6) 18 3,610
Edge 66.67% 304 94 61 148 243 (53) 12,953

122




Fuzion 50% 209 132 47 63 163 68 4,720
Totai 730 703 331 577 399 126 44,263

7.9.1.10Highlights of delivery agreements with regard to the geothermal assets

In conjunction with delivery agreements with regard to the Company's geothermal assets,
each property company of the projects listed above,_prior to installing the Geothermal
System and completion of the project, has contracted an agreement with Urbancorp
Renewable Power Inc., a company wholly-owned (100%) by Saskin (hereinafter: "The
Geothermal Asset Management Company” and "Supply Agreement™), whereby the
geothermal asset management company would provide maintenance, collection,
bookkeeping, budgeting and consulting services with regard to the geothermal assets
(hereinafter: "geothermal asset management services"). Upon completion of the
installation of a Geothermal System and completion of the project, the asset companies
assigned, after registration and establishment of the Condo Corporation and prior to transfer
control in the Condo Corporation for the residents, their rights and obligations under the
Supply Agreement to Condo Corporation.

Pursuant to agreements between the aforementioned property companies and the geothermal
asset management company, the consideration for the geothermal asset management
services (hereinafter: "geothermal asset management consideration") shall be split as
follows: 95% of the geothermal asset management consideration shall be transferred to the
Company and 5% of the geothermal asset management consideration shall be transferred to

the geothermal asset management company.



Below are highlights of the agreement between property companies and the geothermal

asset management company:

A t
Property name . gr.eemen Agreement period Consideration
signing date
The initial term of | The consideration for this agreement is CAD 26
the agreement is 20 | thousand a month plus 50% of the energy savings, as
: fi the | determined b n external appraiser; di
Bridge July 10,2010 years rom - 1 gmere ‘y a xternal  appi .lS'CI, pending
agreement  signing | registration of the property as condominium, CAD 53
date; the | thousand would be payable in licu of this variable
owner/condominium | amount.
corporation has two | The consideration for this agreement is CAD 6
options to extend | thousand a month plus 50% of the energy savings, as
C December 1, | the contract for two | determined by an external appraiser; pending
ur . . .
ve 2010 20-year terms on | registration of the property as condominium, CAD 13
two years' advance | thousand would be payable in lieu of this variable
notice  prior  to | amount.
expiration of each | The consideration for this agreement is CAD 32
September 30, ) N .
Edge 2014 term. thousand a month plus 50% of the energy savings, as
determined by an cxternal appraiser.
Furthermore, the
property companies