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E I Kost Forer Gabbay & Kasierer Tel: +972-3-6232525

Building a better 3 Aminadav St. Fax: +972-3-5622555
working world Tel-Aviv 6706703, Israel ey.com

AUDITORS' REVIEW REPORT
to the Shareholders of

IDB GROUP USA INVESTMENTS, INC.

Introduction

We have reviewed the accompanying financial information of IDB Group USA Investments, Inc. (“the
Company"), which comprises the condensed consolidated statement of financial position as of June 30, 2017
and the related condensed consolidated statements of comprehensive income, changes in equity and cash flows
for the six and three months then ended. The Company's board of directors and management are responsible
for the preparation and presentation of interim financial information for these periods in accordance with 1AS
34, "Interim Financial Reporting". Our responsibility is to express a conclusion on this interim financial
information based on our review.

Scope of review

We conducted our review in accordance with Review Standard 1 of the Institute of Certified Public
Accountants in Israel, "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity." A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A
review is substantially less in scope than an audit conducted in accordance with generally accepted auditing
standards in Israel and consequently does not enable us to obtain assurance that we would become aware of
all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
financial information is not prepared, in all material respects, in accordance with 1AS 34.

Tel-Aviv, Israel KOST FORER GABBAY & KASIERER
August 24, 2017 A Member of Ernst & Young Global



IDB GROUP USA INVESTMENTS, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

U.S. dollars in thousands

June 30, December 31,
2017 2016 2016
Unaudited Audited
ASSETS
CURRENT ASSETS:
Cash and cash equivalents 17,114 7,060 2,151
Restricted cash 1,700 1,083 247
Receivables and prepayments 1,347 1,427 2,015
Total current assets 20,161 9,570 4,413
NON-CURRENT ASSETS:
Investment property 268,000 295,000 328,723
Land inventory 14,000 26,000 26,000
Other assets 4,230 2,618 2,154
Total non-current assets 286,230 323,618 356,877
Total assets 306,391 333,188 361,290
LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Loans from bank - 58,910 115,626
Loan from related parties 55,130 - -
Accounts payable and accrued liabilities 6,802 12,336 14,523
Total current liabilities 61,932 71,246 130,149
NON-CURRENT LIABILITIES:
Loans and borrowings from related parties 501,672 339,943 398,541
Loans from bank and others 99,334 - -
Total non-current liabilities 601,006 339,943 398,541
Total liabilities 662,938 411,189 528,690
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS
OF THE PARENT:
Paid-in capital 88,000 88,000 88,000
Capital reserve from transactions with controlling
shareholders 1,269,418 1,269,310 1,269,310
Accumulated deficit (1,713,801) (1,435,208) (1,524,570)
(356,383) (77,898) (167,260)
Non-controlling interests (164) (103) (140)
Total equity (356,547) (78,001) (167,400)
Total liabilities and equity 306,391 333,188 361,290

The accompanying notes are an integral part of the financial statements.

August 24, 2017

Date of approval of the Gershon Mauer Gil Kotler
financial statements Manager Manager



IDB GROUP USA INVESTMENTS, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

U.S. dollars in thousands

Revenues:

Rental revenue
Other income

Expenses:

Rental property expenses

General and administrative expenses

Valuation loss on investment property and
land inventory

Finance income

Finance expenses

Total expenses

Net loss and total comprehensive loss for
the period

Attributable to:
Equity holders of parent
Non-controlling interests

Six months ended Three months ended  Year ended
June 30, June 30, December 31,
2017 2016 2017 2016 2016
Unaudited Audited
5,130 3,575 2,601 1,662 7,840
1,440 - 1,440 - 1,440
6,570 3,575 4,041 1,662 9,280
3,838 2,545 2,062 1,226 5,414
1,009 929 646 408 2,482
81,872 21,352 81,872 11,091 25,314
- (10,712) - - (10,713)
109,106 70,345 57,823 35,632 157,133
195,825 84,459 142,403 48,357 179,630
(189,255)  (80,884) (138,362) (46,695)  (170,350)
(189,231) (77,898) (138,354) (46,682)  (167,260)
(24) (2,986) (8) (13) (3,090)
(189,255)  (80,884) (138,362) (46,695)  (170,350)

The accompanying notes are an integral part of the financial statements.



IDB GROUP USA INVESTMENTS, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

U.S. dollars in thousands

Balance at January 1, 2017
(audited)

Capital investment
Total comprehensive loss for
the period

Balance at June 30, 2017

Balance at January 1, 2016
(audited)

Acquisition of non-controlling
interest (Note 3)

Total comprehensive loss for
the period

Balance at June 30, 2016

Balance at April 1, 2017

Total comprehensive loss for
the period

Balance at June 30, 2017

Attributable to equity holders of the parent

Capital
reserve from
transactions

with Non-
Paid-in controlling Accumulated controlling Total
capital  shareholders deficit Total interests equity
Unaudited
88,000 1,269,310 (1524570)  (167,260) (140) (167,400)
- B - 108 - 108
- - (189231)  (189,231) (24)  (189,255)
88,000 1,269418 (1,713801)  (356,383) (164)  (356,547)
Attributable to equity holders of the parent
Capital
reserve from
transactions
with Non-
Paid-in controlling  Accumulated controlling Total
capital shareholders deficit Total interests equity
Unaudited
88,000 1,269310 (1357310) (29,310) (29,310)
- - - 32,193 32,193
- - (778%8) (53] (2,986) (80,884)
88,000 1,269310 (1435208) (6] (103) (78,001)
Attributable to equity holders of the parent
Capital
reserve from
transactions
with Non-

Paid-in controlling  Accumulated controlling Total
capital shareholders deficit Total interests equity
Unaudited
88,000 1,269418 (15/447)  (218,029) (156)  (218,185)

- - 13839 (%) (8) (138,362
88,000 1,269418 (1,713801) [6i5] (164) (356,547)

The accompanying notes are an integral part of the financial statements.



IDB GROUP USA INVESTMENTS, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

U.S. dollars in thousands

Balance at April 1, 2016

Total comprehensive loss for
the period

Balance at June 30, 2016

Balance at January 1, 2016

Acquisition of non-controlling
interest

Total comprehensive loss for
the year

Balance at December 31, 2016

Attributable to equity holders of the parent

Capital
reserve from
transactions

with Non-
Paid-in controlling  Accumulated controlling Total
capital shareholders deficit Total interests equity
Unaudited
& 12269310 (1,38852) & 0 @13
- (4662 () 8 (es2)
&0 1,269310 (1435208 ® (] (800
Attributable to equity holders of the parent
Capital
reserve from
transactions
with Non-
Paid-in controlling  Accumulated controlling Total
capital shareholders deficit Total interests equity
Audited
f5341)) 1,269310 (1,357,310) R0 (i)
- - 2% 2%
- (167260) (167260 am (030
&0 1269310 (1524570) (167260 ® (167400

The accompanying notes are an integral part of the financial statements.



IDB GROUP USA INVESTMENTS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

U.S. dollars in thousands

Six months ended Three months ended  Year ended

June 30, June 30, December 31,
2017 2016 2017 2016 2016
Unaudited Audited

Cash flows from operating activities:
Net loss (189,255)  (80,884) (138,362) (46,695)  (170,350)
Adjustments to reconcile net loss to net

cash provided by (used in) operating

activities:

Depreciation and amortization 118 67 16 33 125

Bad debt expense 485 317 208 81 571

Valuation and other losses 81,872 21,352 81,872 11,091 25,314

Finance and interest expense 109,106 70,345 57,823 35,632 157,133

Finance income - (10,712) - - -

Changes in operating assets and

liabilities:

Change from deferred rent receivable (49) 291 (24) 229 (187)

Accrued interest income - - - - (10,713)

Tenant receivables (1,170) (319) (1,082) (8) (1,170)

Accounts payable and accrued liabilities (1,264) 26 (708) 259 1,089

Other assets 757 57 879 28 (231)
Net cash provided by operating activities 600 540 622 650 1,581
Net cash used in investing activities (see

below) (16,688)  (20,200) (6,312)  (13,059) (55,397)
Net cash provided by (used in) financing

activities (see below) 31,051 20,582 (2,322) 12,400 49,829
Net change in cash and cash equivalents 14,963 922 (8,012) 9) (3,987)
Cash and cash equivalents, beginning of

period 2,151 6,138 25,126 7,069 6,138
Cash and cash equivalents, end of period 17,114 7,060 17,114 7,060 2,151

The accompanying notes are an integral part of the financial statements.



IDB GROUP USA INVESTMENTS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
U.S. dollars in thousands

Six months ended Three months ended  Year ended

June 30, June 30, December 31,
2017 2016 2017 2016 2016
Unaudited Audited

Cash flows from investing activities:

Investment in real estate and other assets (16,688)  (20,200) (6,312)  (13,059) (55,397)

Net cash used in investing activities (16,688)  (20,200) (6,312)  (13,059) (55,397)

Cash flows from financing activities:

Capital investment 150 - - - -
Loans from others, net of transaction costs 39,169 - - - -
Acquisition of non-controlling member's

interest - (100) - - (100)
Restricted cash-development reserve - 381 - - -
Payment of interest and financing fees (2,815) (1,623) (1,621) (820) (3,313)
Decrease (increase) in restricted cash (1,453) 24 (701) 820 1,242
Loans from (repayment of) shareholders,

net (4,000) 21,900 - 12,400 52,000

Net cash provided by (used in) financing
activities 31,051 20,582 (2,322) 12,400 49,829

Supplemental noncash disclosures:

Retained interest reserve 1,400 - 1,400 - -

The accompanying notes are an integral part of the financial statements.



IDB GROUP USA INVESTMENTS, INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

U.S. dollars in thousands

NOTE 1:-

NOTE 2:-

NOTE 3:-

GENERAL

IDB Group USA Investments Inc. (“the Company" or "IDBG") is a company domiciled in the
United States. The Company was incorporated in 2005 and is held in equal parts by Property &
Building Corporation Ltd. ("PBC") and IDB Development Corporation Ltd. ("IDBD"), for the
purpose of investing in real estate projects in the USA.

These financial statements have been prepared in a condensed format as of June 30, 2017 and for
the six and three months then ended (“interim financial statements"). These financial statements
should be read in conjunction with the Company's annual financial statements as of December
31, 2016 and for the year then ended and the accompanying notes ("annual financial statements").

As of June 30, 2017, the Company has a working capital deficiency in the amount of
approximately $ 42 million. Which arises from loans from related parties (shareholders) of
approximately $ 55 million. This loan, which mature in December 2017, include an option for an
extension for an additional year by the related parties.

SIGNIFICANT ACCOUNTING POLICIES

The interim consolidated financial statements for the six and three months ended June 30, 2017
have been prepared in accordance with IAS 34, "Interim Financial Reporting". The significant
accounting policies and methods of computation adopted in the preparation of the interim
consolidated financial statements are consistent with those followed in the preparation of the
annual financial statements.

SUBSIDIARIES

Investments in subsidiaries — separate financial statements of the Company:

June 30, December 31,
2017 2016
Unaudited Audited
Queensridge Towers LLC ("QT") - -
GreatWash Park LLC ("GW") 210,998 260,092
210,998 260,092




IDB GROUP USA INVESTMENTS, INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

U.S. dollars in thousands

NOTE 4:-

NOTE 5:-

NOTE 6:-

INVESTMENT PROPERTY

The Company presently is developing a mixed-use project entitled for 288 condominium homes
and approximately 863,000 square feet of retail, restaurant, office and hotel space (the "Project").

In 2011, Triad A was completed and commenced operations. The related investments were placed
in service along with tenant improvements for leases where rent commencement has occurred.
Triad B was completed and opened on October 28, 2016. The remainder of the project remains
under development, with no completion date specified at this time.

The Company obtained an independent third party appraisal of its investment property. The
valuation was performed mainly by discounting the future cash flows anticipated to be derived
from the Project. The discount rates used by the independent appraisers were 8.5% and 8.75% as
for June 30, 2017 and June 30, 2016, respectively, and were selected based on the type of property
and its intended use, its location and the quality of the lessees. The capitalization rates used were
6.5% and 6.25% as for June 30, 2017 and June 30, 2016, respectively. The valuation concluded
that the fair value of the property as at June 30, 2017 to be $ 268 million (June 30, 2016 - $295
million). In its review of the valuation, the Company determined that a fair value of $ 268 million
was appropriate as at June 30, 2017 as management believes this to be the best estimate of the
fair value of the property.

Adjusting for changes in fair value, the Company incurred losses of $ 70 million and $ 25 million
for the six months ended June 30, 2017 and for the year ended December 31, 2016, respectively.
LAND INVENTORY

The Company is the owner of a land entitled for 166 units in a 22 story high-rise building
in western Las Vegas. Adjusting for changes in Net Realizable Value, the Company incurred
losses of $ 12 million and $ 6 million for the six months ended June 30, 2017 and for the year
ended December 31, 2016, respectively.

LOANS FROM BANKS AND OTHERS

a. Loan from bank:

GW has a mortgage loan from KeyBank that bears interest at the 30-day LIBOR (1.06% as
of June 30, 2017) plus 5.0%.

On January 3, 2017, the Company signed an amendment to the mortgage loan with
KeyBank and extended .the loan maturity date to December 31, 2018.

As of June 30, 2017, the loan balance was approximately $59 million, and GW is in

compliance with interest reserve obligations under the loan. The mortgage loan is
collateralized by a lien on the investment property.

-10 -



IDB GROUP USA INVESTMENTS, INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

U.S. dollars in thousands

NOTE 6:- LOANS FROM BANKS AND OTHERS (Cont.)

b.

Loan from Israeli financial institution:

On January 3, 2017, IDBG signed an agreement for the receipt of a loan from an Israeli
financing institution (“the Lender") for $ 41.4 million ("Loan Agreement”) as detailed
below.

Main terms of the Loan Agreement:

I.

The loan principal, which will be repaid in a single payment at the end of 24 months,
is $ 41.4 million (of which $ 1.4 million is being held by the Lender in order to

guarantee interest payments on the loan; annual interest is at a fixed rate of 7%
("Loan Interest™), which will be paid quarterly; the loan will be used to finance the
continued construction and rental of certain portion of the Tivoli Project and to
finance any activity associated with the construction and rental of the Project.

Collateral was provided to the Lender as follows: a single first degree lien on all the
rights of IDBG in GW; a first degree mortgage on the IDBG real estate with an area
of 8 acres intended for residential purposes in Las Vegas, USA; a single, floating
first degree lien on all the assets, monies, property and rights of any sort that IDBG
currently has and that it will have in the future; a lien on the rights of IDBG to the
IDBG bank account; joint and several guarantees by PBC and IDBD on the full
secured amounts, accompanied by commitments by PBC and IDBD not to transfer
their holdings in IDBG to third parties in a manner not in accordance with the
provisions of the Loan Agreement.

IDBG's commitment to the Lender takes precedence over its undertakings of
repayment of shareholder loans made available to it by PBC and IDBD.

Until the loan is repaid, IDBG and GW may not obtain any loans or credit from

others, except for subordinated loans from shareholders, and may not pledge or
mortgage any of its assets or provide third party guarantees.

-11 -
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