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REPORT OF THE BOARD OF DIRECTORS

The Board of Directors presents its report and unaudited consolidated financial statements of Morgal
Investments Limited and its subsidiaries (the "Group") for the period from January 1, 2020 to March 31, 2020.

Incorporation
Morgal Investments Limited (the "Company") was incorporated in Cyprus on February 24, 2007 as a private
company with limited liability under the Companies Law, Cap. 113.

Principal activities
The principal activity of the Company, which is unchanged from last year, is to act as a financing and holding
company.

The principal activity of the Group, which is unchanged from last year, is the acquisition of land in St.
Petersburg Russia, for development into commercial and residential property.

Branches
No operations of the Group are carried out through any branch.

Review of current position, future developments and significant risks

The Group's development to date, financial results and position as presented in the consolidated financial
statements are considered not satisfactory and the Board of Directors is making an effort to increase the Group
profits.

The most significant risks faced by the Group and the steps taken to manage these risks, have not changed
significantly during the interim period and remain as described in the last consolidated financial statements as
of December 31, 2019.

Results
The Group's results for the period are set out on page 5. The net profit for the period is retained.

Share capital
There were no changes in the share capital of the Company during the period.

Board of Directors

The members of the Board of Directors of the Company as at March 31, 2020 and as at the date of this report
are shown on page 1.

Events after the end of the reporting year See Note 10.

By order of the Board of Directors,

Ekavi Secretarial Services Limited

Secretary
Nicosia, Cyprus, May 25, 2020
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REVIEW REPORT OF THE AUDITORS
To the Shareholders of

MORGAL INVESTMENTS LIMITED

Introduction

We have reviewed the accompanying condensed consolidated financial information of Morgal Investments
Limited. and its subsidiaries (hereinafter — the “Group”), which includes the condensed consolidated statement
of financial position as of March 31, 2020, and the condensed consolidated statements of comprehensive profit,
changes in equity and cash flows for the three months period then ended. The board of directors and
management are responsible for the preparation and presentation of this interim financial information in
accordance with International Accounting Standard No. 34 (“IAS 34”), Interim Financial Reporting, as
adopted by the European Union (EU). 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 (Israel) No. 2410 of the Institute of Certified
Public Accountants in Israel, Review of Interim Financial Information Conducted by the 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 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 and on the review reports of other auditors, 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 International Accounting Standard No. 34, as adopted by the European Union (EU).

Tel-Aviv, Israel Kost Forer Gabbay & Kasierer
May 25, 2020 Certified Public Accountants



MORGAL INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 March 31 December
2020 2019
Note Unaudited Audited
NIS in thousands

ASSETS

NON-CURRENT ASSETS

Property, plant and equipment - 1
Inventories 5 402,233 489,625
Trade and other receivables 32,715 45,283
434,948 534,909
CURRENT ASSETS
Trade and other receivables 15,117 18,356
Cash and cash equivalents 5,338 4,548
20,455 22,904
Total assets 455,403 557,813
EQUITY AND LIABILITIES
Equity
Share capital 10 10
Other reserve (26,700) (3,817)
Capital reserve 166,101 122,655
Accumulated (losses) / retained earnings (4,749) 34,110
Total equity 134,662 152,958
Non-current liabilities
Borrowings 6 283,422 359,510
Trade and other payables 36,610 44,630
320,032 404,140
Current liabilities
Trade and other payables 553 589
Current tax liabilities 156 126
709 715
Total liabilities 320,741 404,855
Total equity and liabilities 455,403 557,813

On May 25, 2020 the Board of Directors of Morgal Investments Limited authorized these Interim Condensed
Consolidated financial statements for issue.

Ekavi Directors Limited Ekavi Secretarial Services Limited
Director Director

The notes on pages 8 to 21 form an integral part of these interim consolidated financial statements.



MORGAL INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME / (LOSS)

Three months ended Year ended
31 March 31 December
2020 2019 2019
Note Unaudited Audited
NIS in thousands

Revenue - - 65,647
Value of land sold - - (33,351)
Net revenue from sale of land - - 32,296
Other revenue 8 8 34
Impairment of inventories 5 (7,143) (11,469) (8,385)
Reversal of impairment of inventories prior year 5 - - 15,505
Administration expenses (530) (379) (2,087)
Operating (loss) / profit (7,665) (11,840) 37,363
Fair value income / (loss) of loans 6 3,040 - (1,1412)
Net Finance (expenses) / income 57 (34,203) 14,683 *) 19,963 *)
(Loss) / profit before tax (38,828) 2,843 56,185
Taxation expense (31) (386) (123)
Net (loss) / profit for the period /year (38,859) 2,457 56,062
Other comprehensive income / (loss)
Amounts that will not be reclassified

subsequently to profit or loss:
Other reserves adjustments from translation of

financial statements from operation to

presentation currency (22,883) 7,096 7,538
Fair value gain on financial liabilities designated
as at FVTPL attributable to changes in credit risk 6 43,446 - (87,559)
Other comprehensive (loss) / income for the
period /year 20,563 7,096 (80,021)
Total comprehensive (loss)/ income for the
period/year (18,296) 9,553 (23,959)
Attributable to the owners of the Company for the
period/year (18,296) 9,553 (23,959)

*) Reclassified.

The notes on pages 8 to 21 form an integral part of these interim consolidated financial statements.



MORGAL INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (DEFICIT)

Balance at January 1, 2020

Comprehensive (loss)/ income

Loss for the period

Exchange difference on the translation
of foreign operations

Transactions with owners

Capital reserve by Electra Investments
Holland B.V. *)

Capital reserve by Galita Ltd. & Israel-
Canada (T.R) Ltd.*) **)

Balance at 31 March, 2020

Balance at January 1, 2019

Comprehensive income

Profit for the period

Exchange difference on the translation
of foreign operations

Balance at March 31, 2019

Balance at January 1, 2019

Comprehensive income

Net profit for the year 2019

Exchange difference on the translation
of foreign operations

Fair value gain on financial liabilities
designated as at FVTPL attributable
to changes in credit risk

Transactions with owners

Capital reserve by Electra Investments
Holland B.V.

Capital reserve by Plantograd Ltd **)

Balance at December 31, 2019

*) see Note 6
**) see Note 9

The notes on pages 8 to 21 form an integral part of these interim consolidated financial statements.

Accumulated

(losses)
Share Other Capital /Retained
capital Reserve Reserve earnings Total
NIS in thousands
10 (3,817) 122,655 34,110 152,958
- - - (38,859) (38,859)
- (22,883) - - (22,883)
- - 22,473 - 22,473
- - 20,973 - 20,973
10 (26,700) 166,101 (4,749) 134,662
Accumulated
(losses)
Share Other Capital /Retained
capital Reserve Reserve earnings Total
NIS in thousands
10 (11,355) 210,214 (21,952) 176,917
- - - 2,457 2,457
- 7,096 - - 7,096
10 (4,259) 210,214 (19,495) 186,470
Accumulated
(losses)
Share Other Capital /Retained
capital Reserve Reserve earnings Total
NIS in thousands
10 (11,355) 210,214 (21,952) 176,917
- - - 56,062 56,062
- 7,538 - - 7,538
- - (45,290) - (45,290)
- - (42,269) - (42,269)
10 (3,817) 122,655 34,110 152,958




MORGAL INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS

Three months ended Year ended
31 March 31 December

2020 2019 2019
Unaudited Audited

NIS in thousands

Operating activities:

(Loss) / profit before tax (38,828) 2,841 56,185
Adjustments for:

Depreciation of property, plant and equipment 1 1 2
Impairment of inventories 7,143 11,602 8,385
Reversal of impairment of inventories prior year - - (15,505)
Fair value (income) / expense on loans (3,040) - 1,141
Interest and currency exchange difference not capitalized 28 (105) 738
Borrowing expenses not capitalized 862 - -

Cash flows (used in) / from operations before working

capital changes (33,834) 14,337 50,946
Decrease / (increase) in inventory 34,618 (14,507) 13,388
Decrease / (increase) in trade and other receivables and tax

asset 5,104 (359) (41,403)
Increase / (decrease) in trade and other payables 18 121 (1,300)
Cash flows from / (used in) operations 5,906 (408) 21,631
Tax paid - 3 (111)
Net cash flows from / (used in) operating activities 5,906 (405) 21,520

Cash flows used in investing activities - -

Cash flows from financing activities

(Repayments) / additional of borrowings (4,072) 353 (16,862)
Net cash flows (used in ) / from financing activities (4,072) 353 (16,862)
Net increase / (decrease) in cash and cash equivalents 1,834 (51) 4,658

Cash and cash equivalents:

At beginning of the year 4,548 995 995
Effect of exchange rate fluctuations on cash held (1,044) 40 (1,105)
At end of the year 5,338 985 4,548

The notes on pages 8 to 21 form an integral part of these interim consolidated financial statements.



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1: -

NOTE 2: -

NOTE 3: -

GENERAL

These financial statements have been prepared in a condensed format as of March 31, 2020 and
for the three months then ended (“interim consolidated 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
consolidated financial statements").

The Company's and the Group's functional currency is the Russian Ruble (RUB). The present set
of unaudited interim condensed consolidated financial statements has been prepared for the
purpose to be included in the financial statements of Israel Canada (T.R) Ltd only, using as
presentation currency the Israeli Shekel (NIS).

The following table shows the USD/ RUB, NIS/RUB and NIS/USD rates for closing and average
rates for March 31, 2020, March 31, 2019 and December 31, 2019:

From From From
January 01, January 01, January 01,
2020 2019 2019
As of to March 31, to March 31, to December
As of March December 2020 2019 31,2019
31, 2020 31, 2019 (Average (Average (Average
(Closing rate)  (Closing rate) rate) rate) rate)
USD/ RUB Rate 77.7325 61.9057 66.62627 65.7430 64.61843
NIS / RUB Rate 21.804348 17.1925 19.0327776 18.0324 18.509564
NIS / USD Rate 3.5650 3.456006 3.50061 3.46078 3.4910833

INCORPORATION AND PRINCIPAL ACTIVITIES

The Company Morgal Investments Limited (hereinafter the "Company") was incorporated in
Cyprus on 24th of February 2007 as a private limited liability company under the Cyprus
Companies Law, Cap. 113. Its registered office is at Florinis 7, Greg Tower, 2nd floor, P.C 1065,
Nicosia, Cyprus.

The principal activity of the Company and its subsidiaries (hereinafter the "Group™), which is
unchanged from last years, is the acquisition of land in St. Petersburg Russia, for development
into commercial and residential property (see Note 8 and Note 19 in the annual report).

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these interim condensed

consolidated financial statements are set out below. These policies have been consistently applied

to all years presented in these consolidated financial statements.

3.1 Basis of preparation
The interim condensed consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards as adopted by the European Union (EU).
The interim condensed consolidated financial statements have been prepared under the
historical cost convention (except for financial liabilities measured at fair value through
profit or loss).

3.2 The operation cycle

The group has one operating cycle which is one year.



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4: - FINANCIAL ASSETS AND LIABILITIES

a.

Carrying amount

The carrying amount of each class of financial assets and liabilities included in the interim
condensed consolidated financial statements is as follows:

31 March 31 December
2020 2019
Note Unaudited Audited
NIS in thousands

Financial assets:

Cash and cash equivalents 5,338 4,548
Long-term Trade receivables 32,715 44,927
Short-term Trade receivables 15,117 18,356

53,170 67,831

Financial liabilities:
Borrowing and Trade and other
payables- at amortized cost 6 320,585 404,636

Financial liabilities do not include other taxes.

b. Fair value for disclosure objective

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants
act in their economic best interest.

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities measured at fair value or for which fair value is disclosed are
categorized into levels within the fair value hierarchy based on the lowest level input that
is significant to the entire fair value measurement:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or
liabilities.
Level 2 - Inputs other than quoted prices included within Level 1 that are observable

directly or indirectly.

Level 3 - Inputs that are not based on observable market data (valuation techniques
which use inputs that are not based on observable market data).



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4: - FINANCIAL ASSETS AND LIABILITIES (Cont.)

The cost/amortized cost for financial assets and liabilities with a maturity of less than one
year are assumed to approximate their fair values. The fair value of financial liabilities for
disclosure purposes is estimated by discounting the future contractual cash flows at the
current market interest rate available to the Group for similar financial instruments.

According to Note 19 in the annual report in relation to the proceeds-based transaction
agreement and in view of the uncertainty that exists in the projected cash flows, both in
relation to the amounts and relative to the maturity dates of the loans that are contingent,
inter alia, on the completion of the proceeds-based transactions, sales prices which may be
higher than the minimum price as stated in Note 19 in the annual report and permits, the
company included a sensitivity analysis to the fair value of loans from related parties
according to the anticipated maturity date (subject to proceeds-based transactions changes)
and relative to the discount rate.

The following tables detail the sensitivity analysis of the Group’s loan fair value financial
liabilities according to the loan valuation based on the repayment dates and discount rates
as for March 31, 2020 (according the level 3):

Book In 10
value Inl1Year In3Years In5Years In7 Years Years
Interest rate 5.5% 5.7% 6.7% 7.4% 8.4% 9.2%

Thousands of 158,245 100,969 106,671 109,950 108,107 107,382
NIS

The following tables detail the sensitivity analysis of the Group’s loan fair value financial
liabilities according to the loan valuation based on the repayment dates and discount rates
as for December 31, 2019 (according the level 3):

Book In 10
value In1Year In3Years In5Years In7 Years Years
Interest rate 5.9% 5.0% 5.5% 6.0% 6.8% 7.5%

Thousands of 155,351 77,046 82,852 87,255 88,578 92,416
NIS

10



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 5: - INVENTORIES

The inventories comprise of property under development and the changes since last year end are

as follows:
31 March 31 December
2020 2019
Note Unaudited Audited
NIS in thousands
At 1 January 489,625 461,819
Cost of land disposed - (1,742)
Other fees recognized upon land disposal - (31,246)
Borrowing costs capitalized 6,845 35,521
Other Capitalized amounts 298 1,487
Reversal of impairment of inventories prior year - 7,120
Impairment of inventories during the period (7,143) -
Translation reserve (87,392) 16,666
402,233 489,625

Inventories comprise of the land and expenses incurred for the development of this land under the
project (the "Plantograd project™) and are stated at lower of cost and net realisable value.

Direct expenses capitalized are included in the Property under development.

The methodology that is used to capitalize interest on loans denominated in RUB received from
shareholders (Note 6) is in accordance with the terms agreed by the parties (the contractual
interest).

The methodology that is used to capitalize financial expenses (both interest and exchange
differences) on loans denominated in USD received from related parties (Note 6) is the lower
between:

a) 14% for year in an accumulated approach (i.e.14% as a compound interest for the project).
b)  The contractual interest and exchange differences (in net).

The borrowing costs capitalized during the period ended March 31, 2020 amounted to NIS 6,845
thousand (2019: NIS 35,521 thousand) represent loans interest of NIS 5,309 thousand (2019: NIS
35,764 thousand) and foreign exchange difference income of NIS 32,014 thousand (2019: NIS
18,357 thousand foreign exchange difference income) arising on loan denominated in USD.
Currency exchange difference of NIS 30,478 thousand adjusted to finance expense (2019: NIS
18,113 thousand adjusted to finance income).

Based on the last independent valuation appraisal of the property wholly owned by Morgal
Investments LLC, located at Saint-Petersburg, Pulkovskoye Shosse, that was performed at
September 30, 2019 by the independent appraiser the indication of the net realizable value of this
property amounted to a rounded figure of RUB 9,022,000 thousand // NIS 487,686 thousand.

As at December 31, 2019, a reversal of impairment of the value of the property amounted to NIS
15,505 thousand that was made on December 31,2018, was recorded as at December 31, 2019 as
well as an additional impairment recorded for the amount of NIS 8,385 thousand.

As at March 31, 2020, an impairment recorded amounted to a rounded figure of RUB 155,751
thousand //NIS 7,143 thousand to end up to net realizable value rounded to RUB 8,770,000
thousand // NIS 402,233 thousand.
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MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 6: -

NOTE 7: -

NOTE 8: -

BORROWINGS
31 March 31 December
2020 2019
Note Unaudited Audited

NIS in thousands

Non-current borrowings

Loans from related companies (Note 8) 222,993 260,953
Loans from shareholders (Note 8) 60,429 98,557
283,422 359,510

In 2020, the change of the loans fair value recorded during 2020 amounted to NIS 46,486
thousand divided between profit and loss 3,040 thousand of NIS (income) and capital reserve
43,446 thousand of NIS (income).

NET FINANCE (EXPENSE) / INCOME *)

Three months ended Year ended
31
31 March December
2020 2019 2019
Unaudited Audited
NIS in thousands

Net exchange (loss) / profit (34,949) 14,468 18,190
Interest and exchange differences on loans (862) (321) (738)
Guarantee fees (27) (24) (83)
Bank charges (20) 4 (60)
Other financial income — see not 9 1,655 564 2,654
Net Finance (expenses) / income (34,203) 14,683 19,963

*) Reclassified.

RELATED PARTY TRANSACTIONS

The Group is controlled equally between Glotir Trading B.V and Plantograd Ltd, incorporated in
Holland and Israel respectively, each owning 50% of the share capital of the Company.

The ultimate shareholders are Israel Canada (T.R) Ltd and Electra Ltd.

The following transactions were carried out with related parties:

12



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 8: - RELATED PARTY TRANSACTIONS (Cont.)
a. Directors' and key management compensation

The remuneration of Directors and other members of key management were as follows:

Three months ended Year ended
31 March 31 December
2020 2019 2019
Unaudited Audited
NIS in thousands
Directors' fees - - 10
Key management personnel 277 279 1,147
277 279 1,157

b.  Loans from related undertakings

31 March 31 December

2020 2019
Unaudited Audited
NIS in thousands
Nature of
Controlling parties balance
Galita Ltd. & Israel-Canada (T.R) Loan from
Ltd. *) shareholders 60,429 98,557
Other related parties
Electra Investments Holland B. VV Loan from other 64,748 105,602
' related party ’ ’
. Loan from other
Electech Holding B. V related party 158,245 155,351
222,993 260,953

The loan from shareholders Galita Ltd. & Israel-Canada (T.R) Ltd. is denominated in RUB
and bears a fixed interest rate according to market conditions. The loans have no specified
repayment date. Repayment of the loan shall be made only from a free cash flow of the
borrower and only when such free cash flow shall be available.

The loan from related company Electra Investments Holland B.V. is denominated in RUB
and bears a fixed interest rate according to market conditions. The loans have no specified
repayment date. Repayment of the loan shall be made only from a free cash flow of the
borrower and only when such free cash flow shall be available.

*) see Note 9

13



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 8: - RELATED PARTY TRANSACTIONS (Cont.)

The loan from related company Electra Ltd was denominated in USD. The loan in USD
bears interest at 3 month $Libor plus 4%. In accordance with the assignment agreement
dated September 12, 2013 (effected as from September 1, 2013) between Electra Ltd and
its fully owned subsidiary Electech Holding B.V., Electra Ltd assigned all of its rights and
obligations to Electech Holding B.V. The loan has no specified repayment date and all the
loan terms remained the same excluding the creditor. Repayment of the loan shall be made
only from a free cash flow of the borrower and only when such free cash flow shall be
available.

The interest capitalized on the above loans during the period March 31, 2020 amounted to
NIS 5,309 thousand (2019: NIS 35,764 thousand) and the foreign currency exchange
difference income arising on the loan denominated in USD capitalized amounted to NIS
32,014 thousand (2019: NIS 18,357 thousand foreign currency exchange difference 10ss).
Currency exchange differences of NIS 30,478 thousand were adjusted to finance expenses
(2019: NIS 18,113 thousand were adjusted to finance income) which were lower than the
capitalization limit of 14% as mentioned in Note 4.

During the period March 31, 2020 an amount of USD 1,200 thousand // RUB 76,490
thousand // NIS 4,072 thousand was paid back as partially loan repayment to Electech
Holding B.V.

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD
For the purpose of purchasing the Land, as defined below, the Company, that holds 100% of the

shares of the Russian company, Morgal Investment LLC (hereinafter —"Morgal™ or the "Seller™),
granted Morgal, as a shareholder a loan, in the sum of RUB 7,408,312 thousands.

The Land and Urban Planning Procedures

Morgal, is the owner of approximately 2,400 thousand s.q.m in Moscovski destrict, Saint
Petersburg, Russia (hereinafter: the "Land" and/or the "Project” and/or "Planetograd Project”, as
the case may be).

In December 2014, a final approval of the PPT was received. This approval is a detailed and
verified zoning approval for the Project. Also, the approval of the PMT was received which is a
parceling that divide the land to different areas.

According to the PPT, building rights are of up to 1,460,000 s.q.m for residential buildings,
internal commercial space in a small scope, central commercial sites in the scope of approximately
150,000 s.g.m as well as Social Buildings and various infrastructure installations. The
aforementioned building rights will be affected by the detailed planning proceedings which could
lead to a reduction in building rights, and from legislative and regulatory changes. At this stage it
is not possible to estimate the scope of this changes, inter alia, due to different interim rules which
had already changed for a few times regarding the interim periods.

In September 2015 a preliminary and in-principle permit, required under RF Law for applying to
receive construction permits ("Gradplans™), was received with regard to the First and Second
Blocks of the Land (the "Quarter 8").

To the date of this report, the Purchaser received construction permits in relation to all the
residential parcels in Quarter 8 with regard to the First and Second Blocks of the Land.
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MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD (Cont.)
Infrastructure and Social Objects Agreements

Morgal signed with relevant infrastructure suppliers, agreements for providing water supply,
sewage infrastructure and heating networks, all in connection with Quarter 8 (hereinafter — the
"Infrastructure Agreements™). Morgal's rights and obligations according to the Infrastructure
Agreements were assigned to the Purchaser (as defined below) and Morgal is not involved in their
implementation by the Purchaser.

The total sum of payments paid by Morgal under the Infrastructure Agreements as of March 31,
2020 is approx. 6.1 million USD (hereinafter — "Paid Infrastructure Payments™) of which Setl
City, a Russian company (hereinafter - the "Purchaser" or the "Buyer"), has paid such costs in
accordance with agreements signed with the Purchaser.

The Preliminary Agreement

On May 21, 2015, Morgal and the Purchaser signed a set of agreements which includes a
Preliminary Agreement (hereinafter: the "Preliminary Agreement™) and additional agreements as
detailed below according to which, and subject to a termination condition as detailed below, the
Buyer will purchase the Purchased Premises (defined hereinafter) from Morgal in a proceeds-
based transaction (hereinafter: the "Transaction™).

According to the Preliminary Agreement, for purposes of the Transaction only, the Land was
divided into eight blocks which are comprised of parcels, with each block containing parcels on
which residential buildings may be constructed, parcels on which social buildings may be
constructed and parcels on which roads and various infrastructures may be constructed
(hereinafter: "Blocks", "Parcels", "Residential Parcels”, "Social Buildings Parcels" and
"Infrastructure Parcels", respectively, and hereinafter together: the "Purchased Premises™).

Each Block will be purchased at the time agreed upon between the parties by the signing of sale-
purchase agreements, which the text of it have already been agreed upon between the parties and
they were annexed to the Preliminary Agreement, and the text of the remainder of the agreements
as well as the schedule for signing them, was expected to be agreed upon between the parties after
the signing of the Preliminary Agreement and was delayed by the parties for a few times according
to the progress of the project (hereinafter: the "Purchase Agreements™).

Within the framework of the Transaction, the parties signed purchase agreements for Residential
Parcels and Social Buildings Parcels of the First Block (above and hereinafter: the "First Block™)
as well as assignment agreements within the framework of which, rights and obligations within
the framework of the Infrastructure Agreements and the agreements with the Municipality in
connection with Social Buildings and according to which the costs of planning and execution of
the relevant infrastructures and Social Buildings will be borne by the Buyer (hereinafter: the
"Additional Agreements").

The project includes parcels which are intended for the construction of private houses as well as
for the construction of commercial buildings (which are not for small-commerce areas as exist
within the Blocks) which are not included in the Purchased Premises and which shall remain in
the ownership of the Seller.

15



MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD (Cont.)
1. Transfer of Ownership Title

As of March 31, 2020, the title in the Residential Parcels and Social Buildings Parcels that are
included in the First Block was transferred to the Purchaser as well as the title in two parcels of
the internal infrastructure of the First Block in the Project. In accordance with the provisions of
the Purchase Agreements, simultaneously with the registration of the title of such Residential
Parcels and the internal infrastructure parcels in the name of the Purchaser, a mortgage was
registered on these Residential Parcels in favor of Morgal to secure the Initial Security, as such
term is defined below. With regard to all four Residential Parcels in the First Block the aforesaid
Initial Security was replaced with a bank guarantee as detailed below.

The following are the main details of the Preliminary Agreement and of the Additional
Agreements which were entered into between the parties:

1.1 Description of the Transaction and the consideration therefor:

The time schedule for the signing of the Purchase Agreements for the Residential Parcels
and the Social Buildings Parcels in each of the Blocks in the project was set in the
Preliminary Agreement, during the course of a period of 11 years from the date of the signing
of the Preliminary Agreement subject to the right of the Purchaser to extend such periods in
the events that are provided for in the Preliminary Agreement and according to
postponements and extensions agreed between the parties from time to time, according to
the actual project progress.

1.2 The consideration for the Residential Parcels:

121 In consideration for the acquisition of the Purchased Premises, the Seller, shall be
entitled to 16% of the sales proceeds which the Buyer will receive from selling the
residential apartments on the Residential Parcels which it will build on it
(hereinafter: the "Consideration").

1.22  Within the framework of the Transaction, a formula was determined for the
calculation of the consideration price for the apartments in the First Block, which is
based upon a minimum price for each square meter of the residential construction
rights which are saleable. A mechanism was set for the updating of the consideration
price.

1.23  In 2017 the parties agreed on some changes regarding the minimum price and
regarding the situations in which the purchase agreements may be cancelled (except
for parcel no. 57). Accordingly, In the event that the scope of the building rights set
out in the construction permit in relation to each of the Residential Parcels (which is
not Parcel 57) will be less than 60% of the authorized rights in that Residential Parcel
in accordance with the PPT, the parties will negotiate between them with regard to
this, including with regard to the possibility of adjusting the minimum price. If the
parties will not agree on it within 180 days from the date that a notice is furnished in
this regard — each party shall be entitled to demand the cancellation of the
Preliminary Agreement with regard to the relevant Residential Parcel and/or with
regard to the relevant purchase agreement, by approaching the competent court.
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MORGAL INVESTMENTS LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD (Cont.)
2. Payments and Security

2.1 For purposes of securing the consideration, upon the signing of the relevant Purchase
Agreement, a first-degree mortgage in favor of the Seller will be registered on the sold Parcels
(hereinafter: the "Initial Security"). At the time when the Buyer shall begin to sell apartments
in the relevant Parcels, the Initial Security shall be converted to irrevocable autonomic bank
guarantees in an amount equal to the consideration according to the relevant purchase
agreement or the minimum price according to the relevant purchase agreement (at the Seller's
discretion), which shall be reduced in accordance with the rate of payment of the
consideration (hereinafter: the "Primary Security"). It is noted that the agreement allows for
an alternative security mechanism in the event that it will not be possible for the Purchaser to
obtain autonomous bank guarantees. In December 2016 the Purchaser furnished the Seller
with an autonomous bank guarantee to secure the consideration for Parcel 57 in the amount
of approx. RUB 822 million (approx. ILS 49.5 million ILS in 100% terms.). As against the
furnishing of the afore-stated bank guarantee, the mortgage which was registered to the
benefit of the Seller on Parcel 57 was removed.

As of March 31, 2020, the balance of the bank guarantee (after receipt of proceeds from sales
from the Buyer) is in the amount of approx. RUB 266 million (approx. ILS 12 million).

During 2019, the Buyer provided the Seller with autonomous bank guarantees to secure the
consideration for the other Residential Parcels in the First Block. Against the delivery of the
said bank guarantees, the mortgage registered in favor of the Seller on these Parcels was
removed.

With respect to Parcel no. 56, a total bank guarantee of RUB 811 million was obtained
(approx. ILS 45 million in 100% terms). As of March 31, 2020, the balance of the bank
guarantee (after receipt of proceeds from sales from the Buyer) is in the amount of about
RUB 533 million (approx. ILS 24.4 million). Regarding to Parcels no. 62 and no. 63, a total
bank guarantee of RUB 565.4 million was obtained (approx. ILS 31.5 million in 100%
terms). As of March 31, 2020, the balance of the bank guarantee (after receipt of proceeds
from sales from the Buyer) is in the amount of about RUB 557 million (approx. ILS 25.5
million).

As of March 2020 the Purchaser has paid for the purpose of securing the purchase of the
blocks in the site, as an advance, the sum of approx. RUB 172 million (which are approx. 3
million dollars in accordance with the exchange rate which applied on the dates of the various
payments). In accordance with the agreement, a mechanism was determined for the setting
off of the advance sum as against the considerations which are

paid on a current basis in the Transaction for each residential parcel separately. Similarly,
terms were set for the return or forfeiture of the advance in the event that the main agreements
for the purchase of a particular Block will not be signed on the date set for such signing by
the parties

The total sum paid by the Purchaser in accordance with the Preliminary Agreement as of
March 31, 2020 is approximately RUB 781 million (which is USD 10 million). Such sum
includes Infrastructure Payments, as defined above which were actually paid to the relevant
infrastructure companies and not to the Seller, and advance payments which were paid to the
Seller and which were received until March 31, 20220.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD (Cont.)

2.2 In addition, the parent company from the Buyer's group has signed, at the time of the signing
of the Preliminary Agreement, as guarantor for the Buyer's undertakings towards the Seller
up to the sum of approx. USD 600 million. During 2019, it was agreed between the parties
that the Company's guarantees from the Buyer's group of companies will be given from here
on by another company from the Buyer's group and not from the parent company. This, after
the financial strength of the relevant company was examined and approved by representatives
of Morgal and the holding companies.

3. Condition Subsequent

In the event that, as a result of various circumstances (detailed in the Preliminary Agreement and
the Purchase Agreements) relating to the planetarium which is situated adjacent to the Plantograd
Project (hereinafter: the "Planetarium'), the Buyer will not have the building permits for any of
the Residential Parcels in any Block, other than the First Block, 12 months after the date of the
signing of the relevant Purchase Agreement in relation to the first Parcel in the relevant Block,
and 18 months from the foregoing date in relation to the other Parcels in the relevant Block, the
Purchaser shall have a right to cancel, subject to that stated below with regard to such right to
cancel (hereinafter: the "Condition Subsequent™ and the "Dates for Determining the Existence of
the Condition Subsequent™). With regard to the Dates for Determining the Existence of the
Condition Subsequent in connection with the Residential Parcels in the First Block, the above
Condition Subsequent ceased to exist during 2019.

To the extent the Buyer will exercise the right to cancel with regard to the relevant Purchase
Agreement or with regard to portions of the Preliminary Agreement or with regard to the whole
of the Preliminary Agreement, the Buyer's expenses in connection with the relevant agreements
will be returned to it, it will be exempt from the actual purchase of the Parcels as to which the
foregoing circumstances apply and the proportionate share of the advance payment shall be
returned to the Buyer.

4. In February 2020, the parties signed the Purchase Agreements for the Second Block of Parcels
in the project, which includes 7 Residential Parcels (the "Second Block Parcels" and the
"Second Block Purchase Agreements", respectively). The main terms of the Second Block
Purchase Agreements are set out below:

A. Minimum amount

A minimum price was set for the first Parcel of the Second Block, based on a minimum price per
square meter of Residential Building rights available for sale. The minimum price regarding the
other Parcels in the Second Block (6 Parcels) will be calculated and updated, as necessary,
according to the mechanism established between the parties.

B.  Payments and Security

In light of the legislative updates made in Russia, as stated below, it was agreed between the
parties that the consideration will be paid through a letter of credit received from a bank in Russia
and the cost of the letter of credit will be shared equally between the parties.

The consideration for the Parcels of the Second Block will be paid in 16 current quarterly

payments according to dates agreed between the parties. The final payment will be made at the
end of this period.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 9: - SIGNIFICANT EVENTS IN THE REPORTING PERIOD (Cont.)
C.  Condition Subsequent:

In the event of a cessation of construction or withholding of construction as a result of legislative
amendments and/or judicial orders imposed and/or applicable up to two years after the date of
opening the letter of credit in any relevant Parcel, and after a process that may take up to one and
a half years thereafter, the purchaser may cancel the Transaction and receive in return the
payments which will be paid by the purchaser up to that date.

In addition, during 2019, the parties agreed on the purchase of approximately 430 apartments by
Morgal from the Buyer, which will be built in the project in Parcels 56, 62 and 63. The payment
date by Morgal for the above apartments is set at the time of commissioning of the apartments in
about two and a half years. The purchase agreements include a unilateral cancellation option
granted to Morgal whereby Morgal may at any time notify the cancellation of the above-mentioned
purchase agreements and require the Seller to sign the cancellation agreements, when as soon as
Mogal notifies its implementation of the cancellation option, it will be exempt from the obligation
to pay for the aforementioned apartments. During 2019, Morgal exercised the above cancellation
option with respect to approximately 250 apartments in Parcel 56 (out of approximately 430 above
mentioned apartments) and the parties' agreement regarding the purchase of these apartments was
canceled by agreement.

Changes in Legislation

At the beginning of July 2017, the proceedings for the change in legislation were completed and
the planning and construction rules which apply to the area of the project which is classified as an
area of "cultural heritage" were updated (hereinafter: the "Legislative Changes").

The main changes resulting from the Legislative Changes, based principally upon an analysis of
the ramifications by Morgal's local legal counsel, are as follows:

a. The obtaining of the approval of the authority for cultural heritage (KGIOP) within the framework
of the proceedings for the issuance of additional construction permits in the area of the Project has
been added as a requirement.

b. In those blocks of the Project as to which planning instructions (Gradplans) have not yet been
approved (hereinafter: the "Other Quarters in the Project™), instead of being able to request
permits to build 4 floors with the addition of an attic floor, it will be possible to request permits to
build 4 floors only (which could also include an attic floor). This change will apply to a scope of
approximately 1,084,000 sg.m. of residential construction rights according to the approved plan in
force (hereinafter: the "PPT") which applies to the project. This change will not apply to Quarter 8
as to which planning instructions (Gradplans) have been approved, which is in the scope of
approximately 376,000 sg.m., and this on the assumption that the construction permits with regard
to the construction rights in Quarter 8 will be obtained by the end of 2018, the expected date for
the update of the general urban plan (GenPlan) unless such date is extended by the authorities
(hereinafter: the "Determining Date"). In the reporting period the Determining Date was extended
to 2021 and some non-material legislation changes were adopted as described above. As stated
above, as of the reporting date, the Buyer holds valid building permits for all Residential Parcels in
Quarter 8.

c¢. Inaccordance with the Legislative Changes, in relation to the parts of the Project which are intended
in accordance with the PPT for the construction of large commercial centers and the construction
of private residential homes (in the scope of 161,000 sg.m. of construction rights for commerce
and private residential homes) the following has been determined:
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a. In relation to areas which are intended as aforesaid for the construction of large
commercial centers — to the extent that the Seller does not act to change the zoning and
classification of the relevant blocks, a significant reduction in the scope of the construction
rights will be required.

b. In relation to areas which are intended as aforesaid for the construction of private
residential homes ("Quarter 10") — the definition of the zoning of this area has been
changed and various restrictions have been lifted in such manner that enables the taking
of actions to increase the construction rights in these areas.

d. After the Determining Date it will be necessary to update and approve the PPT in accordance with
the Legislative Changes and any relevant future legislation which will be in force on the
Determining Date as stated.

Book Value

As of the date of the report and with reference to all of the events and circumstances detailed above,
Morgal examined the returnable amount on the land in Russia by way of an outside independent
appraiser, and reached the conclusion that in light of all of the relevant considerations the returnable
amount exceeds the book value of the land.

5. Assignment of Plantogard's loans

As of of January 1, 2020, the loan that was extended by Plantograd Ltd. to Morgal Investments Ltd.
(hereinafter "Morgal™) according to the loan agreements between Plantograd Ltd. and Morgal dated
September 3, 2007 has been assigned by Plantograd Ltd. to Israel-Canada (T.R) Ltd. and Galita
Ltd. (hereinafter "Plantogard's shareholders™) as lenders. Accordingly, Plantogard's shareholders
are and shall be, as of the Effective date, responsible for all of Plantograd's obligations and be
entitled to all of Plantograd's rights and remedies regarding the Morgal loans, including the
repayment of those, as agreed between Morgal and Plantograd and/or as shall be agreed in the
future. Other than the assignment, no change was made to the terms of the Morgal Loans.

NOTE 10: -EVENTS AFTER THE END OF THE REPORTING PERIOD
1. For information regarding Legal Proceedings after the balance sheet date, see Note 9

After the balance sheet date and until the approval of the financial statements, a decrease was
recorded on behalf of the NIS: RUB currency exchange of approximately 5%.

2. During the first quarter of 2020, the Corona Virus (COVID-19), which was designated by
the World Health Organization as a global epidemic (hereinafter “the Corona Crisis" and/or
"Corona Virus", respectively), began to spread throughout the world. As a result, a picture
of a significant slowdown in global economic activity becomes clear. In early March 2020,
the OECD cut its global growth forecast for 2020 by half a percentage point to 2.4%, the
lowest growth rate since the global financial crisis of 2008.

The Company's management closely monitors developments around the world in connection
with the Corona Crisis.
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Following the above and the world guidelines for restricting traffic and crossings between
states, restrictions on movement within the country and cities and prohibiting exits from
homes, the Company is adjusting its operations to cope with the decline in activity and sales
attributed to the said developments.

As of the date of approval of the financial statements, the Purchaser continues the construction
and execution of the Project. The Company's management believes that the spread of the
Corona Virus doesn't have a material adverse effect on the group’s operations and results.
However, the Company cannot assess the adverse effect on the Company's operations and
results if the Corona Virus continues to spread and / or spread is not faded.
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