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ELECTRA REAL ESTATE LTD.

REPORT OF THE BOARD OF DIRECTORS
FOR THE NINE MONTHS PERIOD ENDED SEPTEMBER 30, 2009

The Board of Directors of Electra Real Estate Ltd. is pleased to submit herewith the financial statements of
the Company and its subsidiaries (hereinafter - “the Company”) for the period of nine months ended
September 30, 2009. (Hereinafter - "Report period")

This report should be read in context with the Company's annual financial statements (including its Report
of the Board of Directors as of December 31, 2008).

The Company's activities are conducted through the Company and its subsidiaries. See also the Report on
the Business Description of the Company as of December 31, 2008.

A. The Company and its Business Environment

The Company and its investees (hereinafter - "the Group") are engaged in the real estate industry in Israel
and overseas, mainly in yielding commercial real estate, as well as in initiated residential real estate, directly
and through companies it owns.

Within the framework of its activity, the Group focuses on the acquisition, leasing, set up, improvement and
sale of yielding commercial real estate. As of the date of the financial statements the Group holds, in Israel
and abroad, 107 assets including 97 yielding assets and 10 assets in various stages of development and
construction as well as 9.9% in 58 hotels across Britain, as follows:

Yielding
Country assets  Nature of asset
Israel 12 7 Yielding assets and 5 assets under construction
Britain 4 Yielding assets

58 Hotels (Company's share- 9.9%)
Canada 16 Yielding assets

USA 10 9 Yielding assets and 1 asset that is being earmarked for
conversion and sale as condo units

Germany 46 Yielding assets
Switzerland 4 Yielding assets

Holland 8 Yielding assets

Belgium 1 Yielding asset

Luxemburg 1 Yielding asset

India 5 Assets under development

The Company's in the aggregate area of the rental properties (including the Company's share in the assets
of affiliates) is 1,130,000 sq. meters., with another 470,000 sq. meters. Of parking space.

The average occupancy rate of all the rental properties as for the date of the report is approximately 95%.
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Economic environment changes

During 2008 and the first quarter of 2009 major changes occurred in the financial markets, which has been
reflected, inter alia, in the collapse of international financial entities, in the nationalization of banks around the
world, in an incisive fluctuations in securities value in the stock exchanges all over the world and in a severe
credit crisis. Following this crisis significant steps were taken in USA and other countries in the world to
moderate the crisis and to improve the markets state, inter alia, through lowering the interest rate trying to
energize the economy and the credit market. Alongside this crisis, other events have occurred in the Israel
market, which have an impact on the activities of companies in Israel, among other things, significant
fluctuations in the exchange rates of major currencies against the Israeli shekel and an increase in inflation
rates in the domestic market.

In the second and third quarter of year 2009 it looked like the climax of the global financial crisis has past but
there is no certainty of the consequences from the realistic crisis that still exists in Israel and around the
world.

However, whereas the events that have recently taken place in the capital markets and financial markets in
Israel and worldwide do not come within the definition of a specific one-time event, but rather as recurring
events with wide repercussions, the Company does not have the ability, at this point, to assess how the
financial crisis that has hit the world economy would, and how it would impact the operating results and the
business opportunities available to the Company for the purchase and sale of real estate assets and of credit
achievement costs or credit sources availability.

During the report period the global economic crisis did not have a significant impact on the Company's
results from its operating activities.

The aforementioned events caused and still causing to a significant reduction in the number of real estate
transactions in Israel and around the world, inter alia, due to worsen in terms for credit recruitment, due to
rate leverage reduction and depravation in market terms.

The Company estimates that, if, and as long as, the global crisis deepens and the implications on the
domestic market increase, the company's cash flows, financial position and financial stability will enable the
Company to withstand the implications of the crisis and finance its activity and meet its liabilities.

In these circumstances, according to the Company's assessment, the Company's assessment is prospective
information, for which there is no certainty that it will materialize. The Company's assessment is based on
Company's past experience, its familiarity with the markets in which it operates and the credit provision
policy of financial institutions and the analysis of general information, available to it as of the date of
preparation of this report, including public journal, surveys and studies, whose accuracy and completeness
has not been independently examined by the Company. The materialization of the Company's assessment,
as aforesaid, is not certain, since it is not subject to external influences which cannot be estimated in
advance and that are not under its control, including the risk factors characterizing the Company's activity,
the worsening of the economic crisis, changes in the currency exchange rate, the tightening of conditions for
raising external sources of finance, a deterioration in the trade and economic conditions for the realization of
business opportunities for the purchase and sale of real estate properties, etc. The Company will continue to
monitor the financial crisis in world markets in the Company's area of operations.

For the implications of the economic situation and events in the capital markets on the Company's financial

position, its operating results, the Company's sources of finance and liquidity, as of the date of this report,
see below.
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A map outlining the Company geographic areas of activity is set forth below:

1- Canada

2- USA

3- Britain

4- Benelux
5- Germany
6- Switzerland
7- lIsrael

8- India

Activity in Israel

The Company holds six office buildings and one office floor in different locations in Israel held at various
rates ranging from 33% to 100%. The assets are leased to various tenants for different periods expiring till
2022. In addition, the Company holds five assets under different stages of development and construction.

Transactions during the period:

e May 2009 - The Company sold an office floor in Haifa.

e June 2009 - In continuation of the document of principles that was signed on February 22, 2009 and
which was updated on May 18, 2009, between the company and Amot Investments Ltd.(hereinafter —
Amot), Electra Real Estate has sold its entire rights in proportionately consolidated companies to Amot,
as described below:

(1) 49% of the shares in the company Zival Investments Ltd..
(2) 50% of the shares in the company Roni Do Investments Ltd.

The cash flows (pre-tax) as the result of the disposal of the rights, as aforesaid, amount to

$ 16.8 million. Electra Real Estate did not record a significant profit as the result

Of this sale since most of the gain was recorded in the previous period within the framework of the
adjustment of the fair value of the assets that were sold.

e September 2009- In the framework of splitting the real estate's activities from Electra LTD, an asset at
Ramat Ha-Haiall in Tell-Aviv, was transferred addition with all of it's obligations from Electra LTD, to the
company. The asset's value is approximately $ 23.8 million and has been partly financed by a long term
loan which was received from the bank amounting to $ 19.6 million and the loan has been transferred to
the company from Electra LTD, and by another long term loan received from Electra LTD amounting to $
4.3 million.

Transactions after the period:

e October 2009- The Company implemented all of her rights in an asset in Israel, BVR building at Rosh
Haayin. The cash flow derived from the sale is $ 5.6 million. The company doesn't expect to recognize a
significant profit from this sale since most of the profit was recognized in previous periods under the fair
value adjustment of the sold asset.
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Foreign activity

Electech Real Estate B.V (Hereinafter: "Electech")

Electech, a Dutch foreign company, wholly owned by the company, coordinates, supervises and manages
most of the Company's activity outside Israel. Electech's activity is conducted through foreign companies and
partnerships. (For additional details on the shareholding structure of the Company, see paragraph 1.11 in the
Report of the Business Description of the Company as of December 31, 2008).

As of September 30, 2009, Electech operates in the United States, Germany, Holland, Switzerland, Belgium,
Luxembourg and India.

Britain

As of the balance-sheet date the Company hold at percentages ranging from 75% to 100%, through
investees abroad, four commercial buildings in Britain, leased for periods expiring between 2014 and 2020.
The company also holds through foreign investees 9.9% of 16 hotels throughout Britain, managed by Hilton
and 9.9% of 42 hotels throughout Britain managed by Marriott.

The management agreements are periods of 30 years, ending 2035 and 2037, respectively.

Canada
At the balance-sheet date, through its foreign subsidiaries, the company holds rights in 16 commercial
buildings in Canada including one logistic center, at various rates ranging from 55% to 100% in lease

contracts for periods which ends between 2009 and 2022.

Transactions during the period:

In May 2009, a foreign corporation of the company which holds a real estate asset in a rate of 91%, came
to an agreement with a foreign financial institution abroad which places at the time of the asset's acquisition
(In 2004) a loan for financing the asset, for the extension of the settlement date from July 2009 to January
2010. The total sum of the loan (100%) as of the reporting date is approximately 21.4 million Canadian
Dollars (approximately $ 19.4 million). The corporation is working for paying this loan in a way of refinancing.

USA

As of the balance sheet date, Electech holds a wholly owned foreign subsidiary, Electech Real Estate Inc.
(hereinafter: "Electech Inc"), foreign corporations (LLC) which own the rights to 10 office buildings in the
United States, one of which are held at a rate of 60% in lease contracts for periods which ends between
2009 and 2022 and 9 assets at rates ranging between 40% - 49% through companies that accounted by the
equity method (Including one asset that is being earmarked for conversion and sale as condo units).

In addition, the company holds 20% of the Harbor Group International LLC ("HGI") in the USA which is
engaged in the purchase, improvement, management and sale of rental property, mainly in the United
States.

Transactions during the period:

e March 2009 — Electech Inc came to an agreement with HGI shareholders in which she will decreased in
her holding percentage in HGI from 25% to 20%, in exchange to decreasing HGI shareholders'
compensation amounted to $ 4.875 million which supposed to be paid in July 2009. In addition, it was
set, that Electech Inc has the option for a period of five years starting September 1, 2009, to raise its
holding percentage in HGI to 25% in exchange to the payment which was decreased in the amount of
$ 4.875 million.
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March 2009 — Electech Inc sold 11% of her rights in a partnership which holds an office building in
Chicago, USA. After the sale the company's holding percentage in this partnership is 49%. Starting from
the company’s balance sheet as of March 31, 2009, the rights in the partnership is classified as
investments in investee companies compared with previous periods in which the asset was proportionally
consolidated. The profit derived to the company in the report period from the rights' sale as aforesaid is
non-material.

Europe (Germany, Holland, Switzerland, Belgium and Luxembourq)

At the balance-sheet date, through its foreign subsidiaries Electech holds rights in 60 buildings in Germany,
Holland, Switzerland, Belgium and Luxembourg of which, 52 buildings at a shareholding rate of between
50% and 100% in rental contracts ending in the years 2009-2033. An additional 8 properties held through
affiliates at rate of 42.5%- 45%.

Transactions during the period:

January 2009 — Electech acquired 45% of companies which hold 2 shopping centers in Hornbach,
Holland and one shopping center in Luxembourg (in addition to four shopping centers which she is
already owns) in accordance to a framework agreement signed in 2006. For additional details see
paragraphs 4 (C) in the Review report of the Company as of September 30, 2009.

February 2009 — Electech acquired through a subsidiary a part of a loan granted to a jointly-controlled
company (70%) of Electech from a foreign financial institute to buy assets in Germany and in Holland in
May 2007. The book value of the repaid loan (100%) is € 7 million (approximately $ 10.4 million) against
actual payment of (100%) € 4.2 million (approximately $ 6.2 million). Regarding this acquisition the
company included in the report period a profit before tax from the loan early repayment amounted to € 2
million (approximately $ 2.9 million) in the "financial income" section in the statement of operation.

June 2009 - In June 2009 Elechtech sold its rights (50%) in a company which holds an asset in Geneve
Switzerland. The net cash flows generated from the sale of such rights amounted to 5.3 million Sfr
(approximately $ 5.3 million). The aggregate profit from the increase in value of the asset until the sale
(since the date of inception) was recognized in previous periods. During the reporting period the
company has recorded a loss amounting to $ 1.5 million attributed mainly to selling costs and fair value
adjustment in order to reflect the selling price of the asset.

September 2009 — Electech (hereinafter -"the subsidiary") has became attached in a hew management
agreement with the local partner of the subsidiary company, for the giving of rights (as following detailed)
in five companies which are holding assets in Germany and in Holland, which their value as of
September 30, 2009 is approximately $ 262.6 million. According to the new management agreement, the
management rights were transferred to the authority of the local partner. These rights among others,
includes: exclusivity in negotiating with tenants and renting additional areas in the assets, negotiating and
making regarding the financing of the assets, appointing managers and functionaries in the companies,
and managing in continuously and daily management of the assets. The agreement is for 3 years unless
it will be terminated before, by the terms specified in it. The new management agreement was made to
improve the managing, operating and financing of the assets. As of September 30, 2009 the investment
in companies which are holding the assets, is presented in under "investments in affiliates" according to
equity method.
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India

As of the balance sheet date, Electech, through foreign subsidiaries, holds 5 plots of land with share holding
percentages ranging from 40.8% to 44.1%. The plots are private and are located in the cities of Hyderabad,
Maisur and Chenai in India. The plots are intended for the construction of housing, commercial and office
projects.

Regarding the Company's investments in yielding assets in India, there were no significant changes from the
described in paragraphs 8.4 in the Report of the Business Description of the Company as of December 31,

2008.

Financial Position

Total assets as of the balance sheet date amounted to $2,315 million, compared with $2,567 million at the
end of 2008. Most of the decrease in the volume of assets and liabilities of the Company at the balance
sheet date is attributable to the five foreign companies oversees which holds 10 assets in German and
Holland which in these financial reports are classified under "investments in affiliates" whereas in previous
periods they were classified under " jointly controlled investment " (for more details see transactions in
Europe above), part of the decrease was deducted with the increase in the volume of assets and liabilities as
a result of the change in foreign currency exchange rates in the markets in which the company operates as it
is detailed in the table hereinafter:

Details on the change in exchange rates in relation to the shekel between 31/12/2008-30/09/2009

Currency Rate Change (in %):
US Dollar -1.1%
Euro +4.0%
Pound Sterling +9.0%
Swiss Franc +2.5%
Canadian Dollar +12.5%

Current assets

Total current assets as of the balance sheet date amounted to US$ 136.5 million, compared with US$ 104.6
million as of the end of 2008.

Most of the increase in current assets is primarily attributable to the classification of an asset in Canada which
is designated to be realized and a classification of an asset in Israel which was realized after the balance sheet
date, from "yield asset" to "asset to be realized".

Non current assets

Non current assets as of the balance sheet date amounted to US$ 307.6 million as compared with US$ 264
million on December 31, 2008.

The increase in the non-current assets is primarily attributable to the increase in the investments in affiliates in
the report period as a result of the following activities:

e Acquisition of three shopping centers in Europe.

e An asset in the USA which during the report period 11% of his rights were sold and it is presented as
investment in Investee companies compared to previous years in which the asset was proportionally
consolidated (see transactions in the USA chapter aforementioned).

e Regarding five companies that hold assets in German and Holland during the reported period the
company has signed a new management agreement and as a result of that they are classified as
"investments in affiliates" whereas in previous periods they were classified as "jointly controlled
investment" (for more details see transactions in Europe above).
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Yielding assets

Total yielding assets as of the balance sheet date amounted to US$ 1,871 million as compared with US$
2,198 million on December 31, 2008.

The decrease in the company's yielding assets is primarily attributable to the sell of 3 assets in Israel, one
asset in Switzerland and from selling the rights of a partnership which holds an asset in the U.S which as a
result of this sell was consolidation exit and now classified as investment in investee companies and from
five companies that hold assets in German and Holland which during the reported period were exited from
consolidation and are classified as investment in investee companies. The decrease was partly compensated
by the strengthening of the exchange rates relating the Shekel in the report period as aforementioned.

The Company's share in the yielding assets (respectively to its holding portion in each company) of its
affiliates as of the balance sheet date totals US$ 744 million.

Current liabilities

Total current liabilities as of the balance sheet date amounted to US$ 280 million as compared with US$ 241
million on December 31, 2008. The increase is primarily attributable to the allocation of a loan which, in
previous periods, was included in long-term liabilities, to current liabilities and from short-term loans the
company took. For additional details on the company's assumptions of repayment its current liabilities see
paragraph "Forecast cash flows for financing the repayment of the Company's liabilities" below.

Non current liabilities

Non current liabilities (including long-term loans obtained to finance the acquisition of yielding assets) on the
balance-sheet date amounted to US$ 1,695 million as compared with US$ 2,005 million on December 31,
2008. The decrease in the liabilities is mainly attributed to five companies that hold ten assets abroad which
during the reported period were exited from consolidation as detailed above, and from classification of long-
term loans to current liabilities, from the repayment of liabilities in respect of assets which were sold in the
report period and from an asset in the U.S which was exited from consolidation.

As of the balance sheet date the bank loans, which amounted to US$ 1,283 million, constituted non-recourse
loans secured by a first-tier lien on the asset and the receipts in respect thereof (Electra Real Estate LTD).
The Company's share in the bank loans (respectively to its holding portion in each company) of its affiliates
as of the balance sheet date totals US$ 620 million. These are non-recourse loans.

Shareholders’ equity

The Company's shareholders' equity at the balance sheet date was US$ 340 million compared with US$ 320
million at the end of 2008. The increase is primarily attributable to capital reserves from translation
differences arising from foreign operations and other reserves totaling US$ 14.9 million (mainly as a result of
the strengthening of the currencies in relation to the shekel in countries in which the Company operates, as
noted above) and from the profit for the period amounting $ 4.5 million.

For a further summary, see the statement of changes in shareholders' equity in the financial statements.
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C. Results of operations

Statement-of-Operations Summary, by Quarters (in thousands US dollars):

2009 2008
Quarter 3 Quarter 2 Quarter 1  Quarter4  Quarter 3
Rental fees, management fees and others 47,487 47,339 49,753 50,471 51,159
fair value adjusments, Implementation of yield (3,077) (3,736) (1,319) (35,110) (4,192)
Company's share in results of affiliates, net 10 (663) (458) (9,467) 56
Total revenues 44,420 42,940 47,976 5,893 47,023
Operating expenses and maintenance fees 14,139 14,640 15,616 15,659 15,488
General and administrative expenses 1,954 1,751 2,345 431 2,978
Financing expenses, net 26,421 26,523 24,630 24,409 22,294
Revaluation of liabilities in respect of index-linked - (28) (6) (399) (458)
Total costs and expenses 42,514 42,886 42,586 40,101 40,302
Pre-tax income (loss) 1,906 53 5,389 (34,208) 6,721
Tax Expenses(Tax Benefit) 1,485 (158) 1,377 2,156 3,241
Net income (loss) for the period 421 211 4,012 (36,365) 3,480
Attributable to:
The Company's shareholders 477 228 3,913 (36,247) 3,535
Minority interest (56) (16) 99 (118) (55)
Net income (loss) for the period 421 211 4,012 (36,365) 3,480

Revenues

Total revenues of the Company in the first nine months of 2009 (hereinafter, "the reporting period")
amounted to $ 135.4 million, compared with $ 157 million in the corresponding period last year.

The company's revenues from rent, management fees and others in the reporting period amounted to $
144.5 million, compared with $ 157.5 million in the corresponding period last year. Most of the decrease
attributed to an asset in Britain which was sold in the last quarter of 2008, from three assets in Israel and
from an asset in Switzerland which were sold during the report period and from an asset in the U.S in which
his revenues in this reporting period were included under earnings from affiliates and in the corresponding
period last year they were included under revenues from rental fees and other.

Financing expenses, net

In the reporting period, financing expenses (including revaluation of index-linked options) totaled $ 77 million,
compared with $ 82 million in the corresponding period last year. The decrease in those expenses is mainly
attributed to an asset in Britain which was sold in the last quarter of 2008. In addition the Israeli CPI (known
CPI) increased in 3.6% during the period compared with an increase of 5% in the corresponding period last
year which impacted the index-linked liabilities in Israel, and in some of the loans (changed interest) the
interest rate in the report period was lower compared to the corresponding period last year. The financing
expenses in the report period include $ 58.3 million for long-term loans taken from overseas financial
institutions to finance yielding assets overseas. These loans are secured by a fixed lien on the buildings.
The Company did not guarantee, nor did it furnish additional collateral for these loans.
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Income taxes

The company doesn't write deferred taxes (Income tax benefit/asset) due to its losses in Israel and in a
number of foreign companies which hold asset abroad, because there is no certainty about the realization of
the tax benefit.

Net income

The net income of the Company in the reporting period amounted to $ 4.5 million, compared with net income
of $ 16.8 million in the corresponding period last year.

Cash flows

Cash flows used in operating activities

During the reporting period operating activities provided the Company with cash flows totaling US$ 14.9
million, as compared with US$ 18.4 million in the corresponding period last year.

The decrease is mainly attributed to payments of exchange rate differences on a USD linked loan
(appreciated against the shekel during the period), from the sale of 11% of the rights in a company which
holds an asset in the US that is classified as an equity investment compared to it being classified as a jointly
controlled investment in the comparative period and from the sale of rights in properties in Israel and in
Switzerland that the cash flows derived from was included until their sale (during the second quarter) in
comparison to previous periods for which the cash flows from them was presented for the whole period.

Cash flows from investing activities and financing activities

During the period, the Company did not make any material investments in real estate, and accordingly, the
amounts of cash flows used in investing activities and which were provided by financing activities are not
material.

The company's cash flow from disposal of yielding assets is in amount of $ 24.7 million.

Forecast cash flows for financing the repayment of the Company's liabilities

The Group has surplus current liabilities over the current assets as of the balance sheet date totaling $ 143
million. The Company has prepared for the repayment of its current liabilities in the following manner:

A. Liabilities to foreign financial institutions

e The Company is expected to repay long-term loans (from type of Non Recourse) to foreign financial
institutions totaling an amount of approximately $ 75.6 million (which included $17.4 million due to asset
to be realized as it was detailed above). The fair value of the assets, which, for the purpose of the
financing, these loans were taken into account, correct as of the date of the report, is $ 123 million. The
Company believes that these loans will be repaid by way of refinancing. As of the balance sheet date
these loans are classified as current liabilities. The assets are classified under non-current assets
(vielding assets) except for an asset valued approximately $ 26.6 million which is presented in current
assets as an asset to be realized and with regard to, company is in an advanced negotiation for its
realization. The company's expected cash flow from this realization if the sale would be completed, after
the payment of the loan and before tax is 9 million Canadian dollar ($ 8.38 million).

B. Liabilities to financial institutions in Israel

e The Group has short-time credit lines amounted to $ 15.7 million secured by a fixed lien on a yielding
asset in Israel.

e During September 2009 the Company has reached an agreement with a financial institution in Israel
regarding the extension of the repayment dates from July 2010 to January 2012 of loans totaling $ 27.4
million. (These loans were classified as long term liabilities in the previous report as well).

e Regarding some of the loans, the company operates to repay them from self-sources and regarding
some other loans, the company operates to extend their repayment date ($ 67.3 million).
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C. Unexploited credit line

e As of the balance sheet date, the company has long-term credit lines that not yet used totaling $ 17.3
million, and short-term credit lines totaling $ 11.2 million.

D. Sale of assets and investments

e During the reporting period the company has sold its rights in various assets in Israel and abroad. The
net cash flow generated to the company amounted to $ 24.85 Million.

o After the reporting period the company sold its rights in another asset in Israel . The cash flows derived
as a result of realization these rights amounted to approximately $ 5.6 million.

e The Company intends to sell a number of properties in 2009 and 2010, both abroad and in Israel, the
sale proceeds of which, net of the loans which were taken for their purchase, will lead to an increase in
the Company's cash balance and will improve the Company's working capital.

E. Current cash flow

e The Company has allocated loans regarding Non-recourse loans received to finance asset abroad
amounted to $ 17.5 million, which due to repayment from the current cash flow of those assets.

F. Bonds

e As of the balance sheet date, the Company has a liability to bondholders in an aggregate total of $ 100
million.

e Out of the abovementioned liabilities to bondholders, a total of $ 1.6 million is for repayment in October
2009 and a total of $ 16.7 million is for repayment during August 2010 and a total of $1.6 million is for
repayment during April 2010 . The rest a total of $ 80 million is for repayment till April 2019.

G. General

e The company has liabilities to foreign financial institutions whose total balance at the balance sheet date
is $ 1,283 million. These are non-recourse. The maturity of the principal related to these loans fall
between the years 2009-2035. From this amount, approximately $ 75.5 million is due to mature in the first

quarter of 2010 as detailed above.

H. Examination of fundraising by means of Shelf Prospectus

e On November 26, 2009 the company published a Shelf Prospectus. The company intends to examine the
possibility of fundraising according to this Prospectus.

In noting the range of possible sources at the Company's disposal, the Board of Directors of the Company
believes that, as of the approval date of the financial statements, the Company has adequate financial
resources for repaying the current liabilities.

Even so, as of the date of this report, the Board of Directors assesses that the Company has adequate
financial sources to repay its current liabilities, this assessment and the Company's assessment, as
mentioned in paragraph 1(B) in the financial statements as of September 30, 2009, in relation to the
forecasted cash flows, for the refinancing of loans, for the sale of the assets and the current cash flow for the
second quarter of 2009 is prospective information, which is based on the Company's assumptions and
various assessments that it has made, and on the basis of the data at its disposal as of the date of this
report. However, this information may not materialize or may turn out differently from that expected, since the
Company is subject to external influences that cannot be estimated in advance and is not under its control,
including the risk factors characterizing the Company's activity, the worsening of the econ crisis, changes in
currency exchange rates, the tightening of the conditions for raising external sources of finance and a
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deterioration in the trade and economic conditions for the realization of business opportunities which needed
for the purchase and sale of real estate assets, etc.

F.F.O (FUNDS FROM OPERATIONS)

The F.F.O is an acceptable index in United States, Canada and Europe which it is not required under the
financial accounting standard, for giving more information on the operational results of yield real estate
companies, which provides a proper basis for comparison between vyield real estate companies. The
F.F.O, by definition, expresses net income (calculated according to financial accounting standard),
excluding profits (of losses) due to selling yield assets, plus depreciation and reduction (for real estate).
The company published the F.F.O results similar to a position paper published by the — NAREIT - the
"REIT" company organization in the U.S. The company believes that subject and in addition to her
financial statement, the F.F.O properly reflects an aspect of the company's operational results, and
enables to establish a foundation for the comparison between the company's operational results for a
specific period to previous and between the company's operational results to other real estate
company's operational results.

The total F.F.O derived for the company in the third quarter of the year 2009 was $ 5.64 million
compared to a total of $ 4.28 million in the equivalent period last year.

The total F.F.O derived for the company in the reporting period of the year 2009 was $ 14.85 million
compared to a total of $ 18.33 million in the equivalent period last year.

It should be emphasized that the F.F.O:

1. Does not represent cash flows from continuous operation according to acceptable accounting
standard.

2. Does not reflect cash existing for financing all the group's cash flows, including the ability to carry out
distribution of funds.

3. Shouldn't be considered as a substitute for net profit for the purpose of evaluating the group's
operational results.

4. Is not an audited item of data.

Her