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Auditor's review report to the shareholders of IDB GROUP USA INVESTMENT, INC.
Introduction

We have reviewed the accompanying financial information of IDB Group USA Investment, Inc. (hereinafter -
the "Company"), which comprises the condensed consolidated statement of financial position as of March 31,
2020 and the condensed consolidated statements of comprehensive loss, changes in equity and cash flows for
the three-month period then ended. The Company's board of directors and management are responsible for the
preparation and presentation of this interim financial information for this interim period in accordance with
IAS 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 (Israel) Review Standard No. 2410, issued by the Israeli Institute
of Certified Public Accountants regards "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 auditing
principles generally accepted 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
condensed interim financial statements do not present fairly, in all material respects, in accordance with
International Accounting Standard 34, "Interim Financial Reporting".

Haifa, Israel Kesselman & Kesselman
June 25, 2020 Certified Public Accountants (lsr.)
A member firm of PricewaterhouseCoopers International Limited

Kesselman & Kesselman, Building 25, MATAM, P.O BOX 15084 Haifa, 3190500, Israel
Telephone: +972 -4- 8605000, Fax:+972 -4- 8605001, www.pwc.com/il
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IDB GROUP USA INVESTMENTS INC.

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

U.S. dollars in thousands

March 31 December 31
2020 2019 2019
Unaudited Audited
ASSETS
CURRENT ASSETS:
Cash and cash equivalents 1,847 4,140 3,567
Restricted cash 1,200 - -
Receivables and prepayments 1,324 1,474 1,638
Land held for sale 15,000 - 15,600
Total current assets 19,371 5,614 20,805
NON-CURRENT ASSETS:
Restricted cash 8,082 10,315 9,274
Investment property 218,200 248,000 221,599
Land inventory 12,000 14,000 12,500
Other assets 2,120 1,854 2,133
Total non-current assets 240,402 274,169 245,506
Total assets 259,773 279,783 266,311
LIABILITIES
CURRENT LIABILITIES:
Loan from a financial institution 42,908 - 44,235
Loans from shareholder - 65,192 -
Related parties 4,200 - 4,200
Accounts payable and accrued liabilities 2,763 6,612 3,680
Total current liabilities 49,871 71,804 52,115
NON-CURRENT LIABILITIES:
Loans from shareholders 140,299 95,781 144,649
Loans from related parties - 800 -
Loans from bank and financial institution 69,603 111,398 69,547
Total non-current liabilities 209,902 207,979 214,196
Total liabilities 259,773 279,783 266,311
Equity attributable to equity owners of the Company
Paid-in capital 88,000 88,000 88,000
Capital reserve from transaction with controlling shareholders 1,837,311 1,837,311 1,837,311
Capital reserve from transaction with non-controlling interest (190) (190) (190)
Accumulated deficit (1,925,121) (1,925,121)  (1,925,121)
Total equity - - -
Total liabilities and equity 259,773 279,783 266,311

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

June 25, 2020

ELI ELEFANT
Director

Date of approval of the
financial statements

AARON KAUFMAN
Director



IDB GROUP USA INVESTMENTS INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

U.S. dollars in thousands

Three months ended Year ended
March 31 December 31
2020 2019 2019
Unaudited Audited
REVENUES
Rental revenue 3,092 2,801 12,568
EXPENSES
Rental property expenses 1,301 1,488 6,016
General and administrative expenses 958 512 1,894
Valuation loss on investment property and land inventory 4,613 1,782 14,260
Financing income (€)) (28) (86)
Financing expenses on shareholders loans 569 5,060 9,914
Revaluation of shareholders loans measured in fair value (4,919) (4,392) (25,683)
Financing expenses to others 578 2,702 10,576
Total expenses 3,092 7,124 16,891
Loss and total comprehensive loss for the period
attributable to equity owners of the Company - (4,323) (4,323)

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



IDB GROUP USA INVESTMENTS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

U.S. dollars in thousands

Attributable to equity owners of the Company

Capital reserve Capital reserve
from transactions  from transactions
with with

Paid-in controlling non-controlling Accumulated

capital shareholders interest deficit Total
Balance as of January 1, 2020 (audited) 88,000 1,837,311 (190) (1,925,121) -
Total comprehensive loss for the period
(unaudited) - - - - -
Balance as of March 31, 2020 (unaudited) 88,000 1,837,311 (190) (1,925,121) -

Attributable to equity owners of the Company

Capital reserve Capital reserve
from transactions  from transactions
with with

Paid-in controlling non-controlling Accumulated

capital shareholders interest deficit Total
Balance as of January 1, 2019 (audited) 88,000 1,764,086 (190) (1,920,798)  (68,902)
Capital reserve from transactions
with controlling shareholders (unaudited) - 73,225 - - 73,225
Total comprehensive loss for the period
(unaudited) - - - (4,323) (4,323)
Balance as of March 31, 2019 (unaudited) 88,000 1,837,311 (190) (1,925,121) -

Attributable to equity owners of the Company

Capital reserve Capital reserve
from transactions  from transactions
with with
Paid-in controlling non-controlling Accumulated
Capital shareholders interest deficit Total
Audited
Balance as of January 1, 2019 (audited) 88,000 1,764,086 (190) (1,920,798) (68,902)
Capital reserve from transactions
with controlling shareholders (audited) - 73,225 - - 73,225
Total comprehensive loss for the year -
(audited) - - (4,323) (4,323)
Balance as of December 31, 2019 (audited) 88,000 1,837,311 (190) (1,925,121) -

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



IDB GROUP USA INVESTMENTS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

U.S. dollars in thousands

Three months ended Year ended
March 31 December 31
2020 2019 2019
Unaudited Audited
Cash flows from operating activities:
Loss - (4,323) (4,323)
Adjustments to reconcile net loss to net cash provided by
(used in) operating activities:

Depreciation and amortization 25 22 91
Provision for doubtful accounts and bad debt expense 676 34 568
Valuation losses 4,613 1,782 14,260
Financing expense (income), net (3,780) 3,342 (5,279)
Changes in operating assets and liabilities:
Change in deferred rent receivable 208 175 2
Tenant receivables (432) 115 (597)
Accounts payable and accrued liabilities (860) (1,016) (4,454)
Other assets 70 (230) (183)
Net cash provided by (used in) operating activities 520 (99) 85
Cash flows from investing activities
Investment in real estate and other assets (342) (308) (542)
Cash flows from financing activities
Payment of interest (1,890) (1,791) (7,068)
Decrease (increase) in restricted cash €)) 886 2,127
Loans from related parties - 800 4,313
Net cash used in financing activities (1,898) (105) (628)
Net change in cash and cash equivalents (1,720) (512) (1,085)
Cash and cash equivalents, beginning of period 3,567 4,652 4,652
Cash and cash equivalents, end of period 1,847 4,140 3,567
Supplemental noncash disclosures
Capital reserve from transactions with shareholders - 73,225 73,225

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



IDB GROUP USA INVESTMENTS INC.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1:-

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 by Property & Building
Corporation Ltd. ("PBC") and IDB Development Corporation Ltd. ("IDBD"), for the purpose of
investing in real estate projects in the USA. As to the change in the Company’s shareholding, also
see note 6(b) on credit facility granted by PBC.

These financial statements have been prepared in a condensed format as of March 31, 2020 and
for the three months period then ended (“interim financial statements"). These financial
statements should be read in conjunction with the Company's annual financial statements as of
December 31, 2019 and for the year then ended and the accompanying notes ("annual financial
statements").

COVID-19

On March 11, 2020, the World Health Organization declared the novel strain of coronavirus, or
COVID-19, a global pandemic and recommended containment and mitigation measures
worldwide. The COVID-19 pandemic continues to adversely impact economic activity in retail
real estate. The impact of the pandemic has been rapidly evolving and, as cases of the virus have
continued to be identified, governments and other authorities, have imposed measures intended
to control its spread, including restrictions on freedom of movement, group gatherings and
business operations such as travel bans, border closings, business closures, quarantines, stay-at-
home, shelter-in-place orders, density limitations and social distancing measures.

On March 24, 2020, the center was closed subject to the orders of the Governor of the State of
Nevada.

During the period in which the center was closed, several restaurants operated on a limited basis
allowing delivery and takeout. Vital services such as banks and clinics were permitted to operate.
Center Operations were reduced to a minimum allowing for essential businesses to operate.
Operational efficiencies were realized (valet parking services, cleaning, landscaping, etc.). This
reduction led to a saving of 36% in the current operating expenses of the center during the
applicable period.

In accordance with the instructions of the authorities, from May 9, 2020, and following
adjustments and arrangements the mall reopened on May 15, 2020, subject to constraints set by
the authorities.

The occupancy rate in the project prior to the outbreak of COVID-19 was 73%. During the closure
period several tenants experienced difficulties and some announced the closure and subsequent
liquidations of their businesses in the project. Also, a number of tenants announced that they
would not be extending their lease agreements in the project and exercised their termination rights.
Management estimates that the occupancy rate at the project will decline by 9% (net of new
contracts recently signed). Lease payments for March 2020 were collected without any material
difference compared with previous months. In April and May 2020, 75% of lease payments have
so far been collected for the office tenants and 25% of lease payments for the retail and restaurant
tenants. To date management has not established a policy for rent relief and all discussions are
being handled on a case-by-case basis. To date 7 tenants (of 63) have been granted concessions
of 60 to 90 days in return for an extension of the lease period by a similar period.



IDB GROUP USA INVESTMENTS INC.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1:-

NOTE 2:-

NOTE 3:-

GENERAL (cont’d)

Management continues to negotiate leases for additional space in the project. The assets lender,
Bank of Nevada, continues to cooperate with management during this period and has approved
the Company to finance the payments of interest due in May-July 2020 from its existing restricted
Tl and LC reserve and not from cash flow. Similarly, the company is in discussion with the bank
with respect to updating or waiving the debt ratio covenant test at the end of 2020.

At this time, the Company can’t reasonably estimate the adverse impact of the COVID-19
pandemic will have on its operating results in 2020; That said, at this stage the company estimates
that despite the expected decline in NOI, the project’s current cash flow, together with
streamlining steps taken, will allow the project to remain cash flow positive this year.

SIGNIFICANT ACCOUNTING POLICIES

a. The interim consolidated financial statements for the three months ended March 31, 2020 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.

b. Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from
these estimates.

The significant judgments made by management in applying the Group’s accounting policies
and the principal assumptions used in the estimation of uncertainty were the same as those that
applied to the annual financial statements

INVESTMENT PROPERTY

The Company, through its subsidiary Great Wash Park LLC (“GW”), owns the Tivoli project
comprising of rights for approximately 868,000 square feet of commercial real estate and 8.9
acres of adjacent land parcel for 300 residential units (the "Project™).

Approximately 670,000 square feet were developed and are comprised of approximately 337,000
square feet of office space, and approximately 333,000 square feet of retail and restaurant (the
“center”). Occupancy rate as of the end of March 31, 2020 is 73%. The rest of the Project remains
under planning for development with no construction date specified at this date.



IDB GROUP USA INVESTMENTS INC.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 3:-

NOTE 4:-

NOTE 5:-

INVESTMENT PROPERTY (cont’d)

The Company obtained an independent third party appraisal of its investment property as of
March 31, 2020. The valuation was performed mainly by discounting the future cash flows
anticipated to be derived from the project. The discount rate used by the independent appraisers
was 8%, and was selected based on the type of property and its intended use, its location and the
quality of the lessees. The capitalization rate used was 6.5%. The valuation concluded that the
fair value of the property as of March 31, 2020 to be $233 million. (September 30, 2019 - $237
million), including $15.0 million in respect of a parcel of land adjacent to the Project which was
classified as held for sale.

Due to the change in fair value, the Company incurred a loss of approximately $4 million for the
three months ended March 31, 2020 (March 31, 2019 — $2 million).

Investment property is under level 3 fair value hierarchy.

Movement:
U.S. dollars in
thousands
Balance as of January 1, 2020 237,199
Investments 114
Fair value adjustments (unrealized loss) (4,113)
Balance as of March 31, 2020 233,200

LAND INVENTORY

The Company owns a vacant land in Las Vegas. The land is fully entitled for a total of 166
residential condominium units, which can be constructed in a 22-story high rise tower and one
story office building.

The Company incurred a loss from reduction in net realizable value of $0.5 million for the three
months ended March 31, 2020. The loss is included in "the valuation loss on investment property
and land inventory" item.

LOANS FROM BANK AND FINANCIAL INSTITUTION
a. Loan from bank

GW has a loan from a local bank in the USA ("Lender"), whose balance as of the reporting date
is USD 70 million. The loan agreement was signed in December 2018 for a period of three years
ending On January 1, 2022, at fixed rate per annum of 5.75%, in parallel with a contract with the
Company in addition to the loan agreement detailed below. The project is fully pledged in favour
of the Lender with a first lien. Upon the closing, lender funded proceeds in the amount of $10
million into a block accounted maintained by the Company to be used for Tl needs. The T balance
as of March 31, 2020 is in the amount of $8.1 million.

In May 2020 the Lender approved the company to fund the interest payment for the months
May, June and July from the TI reserve account.



IDB GROUP USA INVESTMENTS INC.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 5:-

LOANS FROM BANK AND FINANCIAL INSTITUTION(cont’d)

a. Loan from bank (cont'd)

In connection with the loan, the Company has undertaken to comply with a covenant of LTV (as
defined) of no more than 40%, based on an appraisal acceptable to the Lender in

Lender's sole and absolute discretion. The calculated LTV as of March 31, 2020, based on the
Company’s appraisal, is 30%. In addition, starting December 31, 2020, the company shall
maintain a minimum DSCR of 1.3 to 1.00 as defined in the loan agreement.

The loan agreement includes a limited guarantee that was provided by the Company, as indicated
in the loan agreement.

b. Loan from Israeli financial institution

IDBG obtained a loan from an Israeli financing institution ("the Lender") (“Loan Agreement”),
as detailed below.

The Loan Agreement

1. The loan fund, which will be repaid in a single bullet payment at the end of 24 months
(January 2021), stands at NIS 153 million, with fixed interest rate of 5.93% (“Loan Interest”)
or at a fixed interest rate of 7.93% as long as a default event occurs as set out later in this
section, which will be paid every three months; the loan will be used to finance the Tivoli
Project and to finance any action and/or related purpose to the construction and leasing of
the Project.

2. Collateral provided to the Lender is as follows: a single first degree lien on all the rights of
the Company in GW; a first mortgage on the Company’s 8 acres land in Las Vegas, USA,
intended to be used for residential purposes; a single, floating first lien on all the assets,
monies, property and rights of any sort that the Company currently has and that it will have
in the future; a lien on the rights of the Company to the Company bank account; joint and
several guarantees to be posted by PBC and IDBD on the full secured amounts (“the
Collateral™), accompanied by commitments by PBC and IDBD not transfer their holdings in
the Company to third parties in a manner not in accordance with the provisions of the Loan
Agreement. In case of default, the Lender is entitled to realize any of the Collateral in the
order it determines.

3. The Loan Agreement includes standard representations sections, causes for immediate
repayment, provisions for early repayment and indemnification sections in favor of the
Lender, as is usual in transactions of this type.

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

The Guarantors

1. Each of the guarantors, jointly and severally, will provide the Lender a continuous guarantee
to assure payment of all amounts to which the Lender is and/or will be entitled from the
Company in respect of the Loan Agreement, and which shall remain valid until payment of
all the loan amounts or until confirmation by the Lender of the letter of guarantee.

10



IDB GROUP USA INVESTMENTS INC.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 5:-

LOANS FROM BANK AND OTHERS (cont’d)

b. Loan from Israeli financial institution (cont'd)

The Lender will be entitled to make a demand for payment of the Collateral in each of the
following cases: (1) if the Company does not make full and exact payment of any of the
payments under the Loan Agreement on due date; and/or (2) in the event that the loan must
be repaid immediately in accordance with the causes and terms prescribed within the Loan
Agreement (see below).

Indemnification agreement

1.

PBC and IDBD have entered into an automatic indemnification agreement that provides that
in the event that Collateral will be realized unequally (namely, the Lender will collect from
one of the parties an amount greater than its proportional share in the Company), the party
that paid more than its proportional share in realization of the Collateral will be entitled to
recourse to the other party and preference in receiving the balance from IDBG receipts, so
that it will be compensated for any aforementioned overpayment, such that the Collateral
liability of each of IDBD and PBC according to the guarantees shall be limited to the share
of each in the Company (“"the Indemnification Agreement").

In the event that one of the parties will in practice pay a greater proportion to the Lender than
its share in the said Collateral ("the Surplus Amount"), the party that paid the amount that is
lower than its share will indemnify the first party in the Surplus Amount, within seven (7)
days from the date of first demand by the first party, and for any damages or expense that
will be caused through payment of the Surplus Amount. From the date of creation of the
Surplus Amount until its full payment, the Surplus Amount will bear annual interest at the
interest rate of the Loan plus 3%.

In addition, in the event of a distribution or repayment of shareholders' loans (or any other
debt) that the Company will make to its shareholders, the party that bore the Surplus Amount
will have preferential benefit, such that the payments to the party that did not pay its share
will be less than the payments to the party that did pay its share, up to the amount of the share
of the party that had not paid it.

In connection with the loan, the Company has undertaken to comply with a covenant of LTV (as
defined) of no more than 50%. The calculated LTV as of March 31, 2020 is 48%.

On June 27, 2019, Maalot downgraded the debentures (series 1) of IDBD, which is a guarantor,
jointly and severally together with PBC, from a BB rating to a CC rating. In accordance with the
loan agreement, the said downgrading enabled the lender to call for immediate repayment of the
loan and also led to an increase in the interest rate to 7.93%. According to the position of the
Company’s legal counsel, as at the report date, IDBG has good defense arguments against calling
for immediate repayment of the loan, if such measures are taken.

11



IDB GROUP USA INVESTMENTS INC.

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 6:-

LOANS FROM SHAREHOLDERS

a.

PBC and IDBD provided loans to the Company for the purpose of financing projects.

In January 2019, PBC and IDBD decided to reduce the accrued interest and part of the
principal of the loans, excluding a loan principal balance of approximately $100 million (“the
adjusted principal”).

The difference between the book value of the loan and the adjusted principal was recognized
as a capital reserve from transactions with controlling shareholders in the balance of
approximately $73 million.

Subsequently, the Company has decided to designate the said loans as a liability measured
through profit and loss.

The loan matures on December 31, 2034, and are presented within the non-current liabilities.
The loans bear interest of 6.14%.

Credit Facility Granted by PBC:

Further to what is stated in note 8(b) to the annual financial statements, with respect to the
loan maturity date, On September 20, 2019, the conversion mechanism prescribed in the
agreement was implemented, according to which the loan was converted into shares of the
Company and to right to repay loans from shareholders (in terms as described in section a
above) according to the rates of equity holdings. During the period up until actually carrying
out the conversion, the loan continued to accumulate interest in accordance with the
provisions of the credit facility. On February 17, 2020 the conversion took place. The ratio
by which the conversion took place was set according to the average of three valuations
carried out by external, independent appraisers, whereby it was determined that following
the conversion, PBC’s rights in the share capital of the Company would stand at 74.18% and
the rights of IDBD in the share capital of the Company would stand at 25.82%. The rights of
PBC and of IDBD for the return of shareholders’ loans to the Company would be based on
the up to date proportion of holdings in the said share capital, and will have the same terms
as detailed in section a above, including designation as a liability measured through profit
and loss.

12
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S,, - Spotprice

H - Drift =Rf + Default Intensity

o - Volatility
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T - Time
Rf - Risk free rate
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Geometric Brownian Motion (GBM) *
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