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Cinema City International N.V.

Directors’ report

DIRECTORS’ REPORT

General

Cinema City International N.V. (the “Company”), orporated in the Netherlands, is a subsidiary of I.
International Theatres Ltd. ("ITIT" or "parent coamy”). The Company (together with its subsidiarigms
"Group") is principally engaged in the operationeotertainment activities in seven countries inclgdPoland,
Hungary, Czech Republic, Romania, Bulgaria, Slaaalkid Israel. The Company, through related entitias
been a family operated theatre business since 1929.

Cinema City is the largest cinema operator in Glaind Eastern Europe as well as in Israel anthihelargest
cinema operator in all of EuropAs at 18 May 2012 the Company operates 97 multipleg with a total of
919 screensin the CEE countries the Company operates cinamder the Cinema City brand and in Israel
under the Yes Planet and Rav-Chen brands. Thepamations are the Company’s core business comgrisin
selling tickets, snacks and beverages in concessionls as well as cinema advertising run undérdtsd name
New Age Media. The Company also maintains an ekausrrangement with IMAX® Corporation to develop
IMAX® theatres in the countries of its operatiofhe Company is the fastest growing cinema chains in
Europe with plans to open 30 new multiplexes (appsomately 320 screens) underpinned with binding
lease agreements. The Company is also running film distribution dbgh its local subsidiary companies
branded Forum Film in all countries. Cinema Cityimeins a small-scale cinema-related real estasepice in
selected countries.

The Company shares are traded on the Warsaw Statlakge. As of 17 May 2012, the market share pras
PLN 29.25 (EUR 6.71), giving the Company a markapilisation of EUR 343.3 million. The Company's
office is located in Rotterdam, the Netherlands.

Highlights during the first quarter of 2012

= In the first quarter of 2012, while Cinema City eaned EUR 62.5 million consolidated revenue,
down 5.0% from the first quarter of 2011, consolidéeed EBITDA (earnings before interest,
taxation, depreciation and amortisation) remained he same as in the first quarter of 2011 at EUR
13.4 million, excluding the first quarter 2011 acqisition- related and reorganisation expenses.
Including the first quarter 2011 acquisition- related and reorganisation expenses, EBITDA
increased by 21.8% from EUR 11.0 million in the fist quarter of 2011.

= Net profit decreased by 14.3% to EUR 5.1 million, xcluding the first quarter 2011 acquisition-
related and reorganisation expenses, while net privincreased by 41.4% from EUR 3.6 million in
the first quarter of 2011, including the first quarter 2011 acquisition- related and reorganisation
expenses.

= In the first quarter of 2012, the Company sold 8.%nillion tickets in 7 countries of operations, 6.1%
less than in the first quarter of 2011. Same theatr admissions were down by 9.6% to 8.2 million
tickets. Ticket prices in local currencies went upin almost all the Company’s territories of
operation, while a stronger Euro compared to the fst quarter of 2001 kept average ticket prices
at a similar level to the same period last year.



Cinema City International N.V.

Directors’ report

= Theatre operations generated EUR 57.1 million revare in the first quarter of 2012, a decrease of
5.8% over the same period in 2011, and EBITDA decesed by 5.3% to EUR 12.4 million
excluding the first quarter 2011 acquisition- relaed and reorganisation expenses while, including
the first quarter 2011 acquisition- related and reoganisation expenses, EBITDA increased by
15.9% from EUR 10.7 million in the first quarter of 2011.

= |n March 2012, the Company opened an 8-screen muliex in Ostrava, Czech Republic and closed
the 8 screen cinema Hostivar in Prague. In May 2@1 prior the date of this report, the Company
opened two additional cinemas: in Constanta, Romaai (8 screens) and in Burgas, Bulgaria (10
screens).

= As of the date of this report, the Company has sukantially completed the digitalization of all of
its movie exhibition auditoriums.

= During the first quarter of 2012, the Company's fim distribution business continued to grow with
higher revenue and EBITDA. In March 2012, the Compay launched Forum Film Czech, and
with this opening, the Company now operates locallin distribution activities in all of its countries
of operations.

Theatre operations

The Company'’s theatre operations in the first gquraof 2012 generated revenue of EUR 57.1 millioh,8%6
reduction compared to the first quarter of 201lisTecrease was mainly due to two factors: (1) taveatre
admissions and (2) the weakness of the local ccieggragainst the Euro compared to the same pesd/dar.
A portion of this weakness was offset by the iaseeof the average ticket price in local curreniamost of
the Company’s territories of operations. Cinentaratance was down by 6.1% to 8.5 million ticketd aaried
by territory from increased volumes in Romania, glany and Czech Republic, through stable attendance
Israel and lower admissions mainly in Poland, drisenong other reasons by a more modest line-uplghP
domestic films compared to the first quarter of BOIhe most notable international titles of the rtprawere
Puss in Boots, Sherlock HolmasdThe Hunger Gamesyhich was released in the end of the quarterp\iaid
by a number of mid-range international titles. &me theatre terms, the Company sold 8.2 millicketiin the
first quarter of 2012, which is 9.6% less thanhie first quarter of 2011. EURO average ticket pstayed in
similar levels, while in local currency terms, eage ticket prices were up in almost every counfr@ompany
operations.

In March 2012, the Company opened its first mudtkgh Ostrava, Czech Republic (8 screens). Thieda is
the second multiplex in Ostrava, and given thatothlg other multiplex in the city has historicatignerated
very high admission rates, the Company believeswili be a good strategic addition to the Compatrtlgeatre
chain. Also at the end of March 2012, the Compaoged an 8-screen cinema in Hostivar, Prague, as
scheduled. This multiplex was part of the Palate@as acquisition and was located close to anaihema
that the Company continues to operate.

The acquired multiplexes of Palace Cinemas becatheiftegrated with Cinema City's organisation2011,
while the Company began to realize tangible opegatienefits from the implementation of an internal
improvement plan. Results were also impacted byfdboethat the Company no longer incurred the dme-t
reorganisation costs, which in the first quarter261 amounted to over EUR 2.4 million. During first
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quarter of 2012, the Company was still re-negatiatseveral Palace Cinemas lease agreements, wiech t
Company expects should bring additional costs g@viim 2012.

The scheduled installation of digital equipmentoirdll of the Company’'s auditoriums was substantiall
completed during the quarter, which managemenewedi should bring a number of benefits both in $eofn
revenues and costs. The Company is now able to thiéebest viewing experience, including 3D fornatall

of its multiplexes. The Company can now captureti8ket price premium in all of its theatres, whistpports
revenues and EBITDA. The biggest titles in 3D f6d.2, including sequels dfladagascarandice Ageas well
as the first part oThe Hobbit are scheduled to be released during the secdhdfliae year. Full digitalisation
should also translate into a reduction of operatiosts, including a reduction of labor cost astdlgirojectors
require less ongoing manpower than traditional-teekel projectors and savings in cinema advedisiosts.
In addition, the Company is now recognizing revefroen most of the studios under negotiated “virtpeht
fee” arrangements in return to the Company investrimedigitalisation.

Film distribution activities

Revenues generated by the Company's film distdhudivision increased by over 9.1% to EUR 4.8 wmilli
during the first quarter of 2012 and EBITDA frohist segment increased from EUR 145 thousand to EUR
thousand. The performance of the Company’s filstrifiution business varied by territory, with impeal
performance in most of the Company’s territories.

With the launching of Forum Film Czech operationsiy the first quarter of 2012, the Company nowes as
a film distributor in all its countries of operatia

Other activities including real estate operations

Other activities including real estate operatioits rtbt materially contribute to the Company’s résdor the
first quarter of 2012. The Company expects thisnass line to grow following the opening of itsrthiYes
Planet megaplex in Israel, scheduled for mid-2@t2ere the Company will operate rental space fodf&o
beverage services located in the large cinema @mpl

Overview of results

The Company’s net income attributable to equitydea of the parent company for the first quarte2@i2 was
EUR 5,139,000 and can be summarised as shown biiasennection with the Palace Cinemas acquisition
January 2011, the Company incurred acquisitiortedland reorganisation expenses, which costs haaterial
impact on the Company’s EBITDA and net income far three months ended 31 March 2011. In orderdw sh

a clearer comparison of quarterly results withbet disproportionate impact of these one-time exggrtbe net
results for the first quarter of 2011 are preserntetivo separate columns: one column showing tiselte
excluding the acquisition-related and reorganisatéxpenses, and the other column showing the sesult
including acquisition-related and reorganisatiopemnses.
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Continuing operations
Revenue:
Operating costs, excluding depreciation and anaiitis

Gross resul

General and administrative expenses
Acquisition related and reorganisation expenses

EBITDA 1!

Depreciation and amortisation
Operating profit

Financial income
Financial expense
Gain and loss on disposals and write-off of othgestments

Operating income before taxation

Income taxes
Net income for the period

Non Controlling Interests

Net income attributable to equity holders of the peent company

Weighted average number of equivalent shares (basic

Weighted average number of equivalent shares édijut

Net earnings per ordinary share (basic and dilafdglUR 0.01 each)

For the 3 months ended 31 March
2012 2011 2011
(excluding
acquisition &
reorganisation
expenses)

EUR

(thousands, except per share data)

62,485 65,78¢ 65,78¢
45,327 48,823 48,823
17,15¢ 16,96¢ 16,96¢
3,751 3,589 3,589
- - 2,365
13,407 13,376 11,011
7,137 6,090 6,090
6,270 7,286 4,921
629 370 370
(1,356 (886 (886,
(16) (6) (6)
5,527 6,764 4,399
(320) (665) (665)
5,207 6,099 3,734
(68) (100) (100)
5,139 5,999 3,634
51,200,000 51,200,000 51,200,000
51,226,295 51,247,773 51,247,773
0.10 0.12 0.07

Earnings Before Interest, Taxation, Depreciatioth Amortization. Under this definition, gains anddes on disposals and write-off
of other assets as well as currency exchange semdtalso not included in EBITDA
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Revenues

Total revenues decreased by 5.0% from EUR 65.8amitluring the quarter ended 31 March 2011 to EQR 6
million during the quarter ended 31 March 2012.

Theatre operating revenues decreased by 5.8% ftdR@D.7 million during the quarter ended 31 Mar€iP
to EUR 57.1 million during the quarter ended 31 8ha2012. This decrease is mainly due to two fac{d)sa
decrease in theatre admissions, mainly in Poland,(2) the weakness of local currencies agairestBhro
compared to the same period last year, and maintgspect the Polish zloty, which appreciated 7ati the
Hungarian forint, which appreciated 8.9%, respetyivagainst the Euro. Part of this weakness wiaebby the
increase of the average ticket prices in localengy terms in most of the Company’s territoriegérations.

Distribution operating revenues increased by 9.16mfEUR 4.4 million during the quarter ended 31 &har
2011 to EUR 4.8 million during the quarter ended\&rch 2012. The increase is mainly due to thegase in
the distribution activities in most of the Compantgrritories of operations.

Other cinema related revenues decreased by 24&% EUR 0.7 million during the quarter ended 31 Marc
2011 to EUR 0.5 million during the quarter endedv&drch 2012.

Operating Costs

Operating costs, excluding depreciation and anatitis, decreased by 7.2% from EUR 48.8 million agrihe
qguarter ended 31 March 2011 to EUR 45.3 millionirlyithe quarter ended 31 March 2012. This decrease
resulted primarily from the total effects of:

* A decrease in theatre operating expenses primaxiyained by the decrease in the revenue generated
from theatre operation. In addition, the reorgaivsaof Palace Cinemas in the Czech Republic,
Hungary and Slovakia and the digitalisation procegsch the Company substantially finalized during
the first quarter of 2012, also contributed to ttexrease in operating costs. The theatre operating
expenses, excluding depreciation and amortisatierg percentagef total theatre revenues, decreased
to 72.6% for the quarter ended 31 March 2012, fi@7% for the quarter ended 31 March 2011.

* A decrease in distribution operating expensesrasult of classification of new distribution righdests
to amortisation. Distribution operating expensexclueling depreciation and amortisation, as a
percentagef total distribution revenue, decreased to 75.8%te quarter ended 31 March 2012, from
88.0% for the quarter ended 31 March 2011.

General and administrative expenses

General and administrative expenses increased % 4rom EUR 3.6 million during the quarter ended 31
March 2011 to EUR 3.8 million during the quarterded 31 March 2012. The increase in general and
administrative expenses is due to the growth irtbmpany's business activities.

Acquisition related and reorganisation expenses

The acquisition related and reorganisation expeimsesred during the first quarter of 2011 relatedhe Palace
Cinemas acquisition in January 2011. These oneixpenses were associated primarily with legalpacting

and advisory fees to consummate the acquisition #ed one-time reorganisation expenses incurred in
conjunction with integrating the acquisition inteetCompany’s existing platform.
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EBITDA (Earnings before Interest Tax Depreciation and Amortisation)

As a result of the factors described above, EBITieAained at a similar level: EUR 13.4 million dgrithe
qguarter ended 31 March 2012 and the quarter endeMl&ch 2011, excluding the acquisition related and
reorganisation expenses. Including acquisitiontedlaand reorganisation expenses, EBITDA increased b
21.8%, from EUR 11.0 million for the quarter encdMarch 2011.

Depreciation and amortisation

Depreciation and amortisation expenses increased7b8% from EUR 6.1 million for the quarter ended
31 March 2011 to EUR 7.1 million for the quarteded 31 March 2012. The increase is explained méiply
higher depreciation due to the newly opened theatre2011, primarily in Poland and Romania, newitdig
projectors acquired during 2011 and amortisationes¥ distribution rights.

Operating profit

As a result of the factors described above, exopdicquisition related and reorganisation experggs,ating
profit decreased by 13.9% from EUR 7.3 million dgrithe quarter ended 31 March 2011 to EUR 6.3 anilli
during the quarter ended 31 March 2012. Comparédet@perating profit for the quarter ended 31 Maz011
including acquisition related and reorganisatiopestses, amounting to EUR 4.9 million, operatingfipro
increased by 27.4%.

Financial income/expenses

The balance of financial income and expenses bttt a net expense of EUR 0.7 million during therter
ended 31 March 2012 compared to a net expense BfER million during the quarter ended 31 March201
The increase is mainly due to an increase in batik fibllowing the acquisition of new cinema equipmand
building new cinemas.

Non-controlling interests

Non-controlling interests comprise the share ofority shareholders in net profits or losses frorhsigiaries
that are not 100% owned by the Company and amouot&dJR 0.1 million (negative) and EUR 0.1 million
(negative) for the quarter ended 31 March 2012fanthe quarter ended 31 March 2011, respectively.

Net income

As a result of the factors described above, exotydhe acquisition related and reorganisation esg&nthe
Company’s net income attributable to equity holderthe parent company decreased by 14.3% from BOR
million during the quarter ended 31 March 2011 téRE5.1 million during the quarter ended 31 Marcii20
The Company’s net income attributable to equitydeod of the parent company, including acquisitielated

and reorganisation expenses, increased by 41.4%EtdR 3.6 million for the quarter ended 31 Marci2fo

EUR 5.1 million during the quarter ended 31 Maréi2
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Selected financial data

EUR PLN
(thousands, except per share data)
For the quarter ended 31 March

2012 2011 2012 2011
Revenues 62,485 65,788 264,299 259,705
Operating profit excluding acquisition related and
reorganisation expens 6,27( 7,28¢ 26,52 28,76:
Operating profit including acquisition related and
reorganisation expenses 6,270 4,921 26,521 19,426
Operating income before taxation excluding acquisitio
related and reorgesation expense 5,521 6,764 23,37¢ 26,70:
Operating income before taxation including acquisitio
related and reorgesation expenst 5,527 4,39¢ 23,37¢ 17,36¢

Net income attributable to

equity holders of the parent company excluding astjon

related and reorgesation expense 5,13¢ 5,99¢ 21,737 23,68:
Net income attributable to

equity holders of the parent company including asitjon

related and reorganisation expenses 5,139 3,634 21,737 14,346
Cash flows from operating activities 6,548 7,586 27,697 29,946
Cash flows used in investment activi (25,149 (24,097 (106,375 (95,125

Cash flows from financing activities 17,129 15,912 72,452 62,814
Decrease in cash and cash equivalents (1,472) (599) (6,226) (2,365)
Total assets 369,196 323,797 1,536,446 1,299,041
Provisions 4,320 8,099 17,978 32,492
Long-term liabilities (including provisions) 69,564 49,158 289,498 197,217
Current liabilities 60,587 54,349 252,139 218,043
Shareholders’ equity 241,043 224,934 1,003,125 902,413
Share capital 512 512 2,131 2,054
Average number of equivalent she 51,200,00 51,200,00 51,200,00 51,200,00

Average number of equivalent shares (diluted) 51,226,295 51,247,773 51,226,295 51,247,773

Net earnings per ordinary share (basic and dilutedjéixg
acquisition related and reorganisation expenses 0.10 0.12 0.42 0.47

Net earnings per ordinary share (basic and diluted)dimy
acquisition related and reorganisation expenses 0.10 0.07 0.42 0.28
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Selected financial data (cont’d)

Selected financial data were translated from EUR PLN in the following way:
(i) Balance sheet data were translated using theraye exchange rate published by the National Rdrikoland for the last
day of the year / period.
(i) Income Statement and cash flows data weresletad using the arithmetical average of averageherge rates
published by the National Bank of Poland for th& lday of every month within year / period.

Exchange rate of Euro versus the Polish Zloty

Average Minimum Maximum Quarter end
PLN/EUR exchange rate exchange rate  exchange rate  exchange rate
2012 (£' quarter) 4.2298 4.1062 45135 4.1616
2011 (£' quarter) 3.9476 3.8403 4.0800 4.0119

Source: National Bank of Poland (“NBP”)

Outlook for the remainder of 2012*

Cinema City theatre attendance in 2012 to date irengenerally stable, with strong April attendameing
closed much of the shortfall during Q1 2012 comgdcelast year. The Company expects that an impnewns

in admissions and revenue level should continumaterialise in the second half of the year while thovie
pipeline appears robust with a blend of franchiseé fresh stand-alone titles includinige Age: Continental
Drift 3D, The Amazing Spider-Man 3D, Prometheus Bitgnic 3D, The Dark Knight Rises, Madagascar 3 3D
Brave 3D, Bond 23, The Twilight Saga: Breaking Davart 2, The Hobbit: An Unexpected Journey abd
many others. The list of movies for the remainde2@12 also includes many Polish titles such ashiige
format: Bitwa pod WiednierandWalksaand a number of mid-range films.

In May 2012, the Company opened two cinemas: ins@mta, Romania (8 screens) and in Burgas, Bulfhbia
screens), which means, that together with the cnemOstrava, Czech Republic, the Company has ilrea
added 26 new screens since the beginning of the eanid-2012, the Company plans to open its thiesb
Planet megaplex in Israel, in Rishon Letzion, waiscreens including the Company’s first IMAXcreen in
the country and a 4D cinema, which will becomeflagiship operation in Israel and will be among @nae
City’'s largest premises. In the second half ofytear the Company plans to open a 12-screen cinefbiesti,
Romania and a 14-screen multiplex in Sofia, Bulgdn total, Cinema City plans to open approximai to
80 screens in 2012.

Palace Cinemas, already fully integrated with Ciag@ity’'s operations in the Czech Republic and Hupga
should continue to improve in profitability, espeti compared to the first half of 2011, when teerganisation
process was still in full swing. Further renegating of selected lease agreements, together witibishment
programs of these premises should also bring additifinancial benefits for the Group.

The Company is currently completing the comprehenséfurbishment of Cinema City West End in Budapes
and Cinema City Novy Smichov in Prague - both pritoeated multiplexes with historically strong
performance, which have had diminished resultstduack of investments in the past years. The Caompaill
continue its ongoing refurbishment program in del@clocations with high potential for improvemenmnt i
operating and financial performance.

As the Company has accomplished the reorganisafidPalace Cinemas, the 2012 financial results nol
show one-time costs related to acquisition andynattion, as was reflected in the 2011 results22il be also
the first full year during which the Company withg benefiting from the newly reorganised Polishporate
structure.
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In April 2012, the Company commenced an updatedtcgwide promotional program for its Polish custr
known as Srody na MAXA” (MAX Wednesdays). This program isibg undertaken in partnership with
several well-known companies. The main thrust khiis promotional program is to offer cinema goains
opportunity to buy two-for-one tickets, which ispexted to bring large audiences in the traditignallieter
mid-week period. In the Czech Republic, the Complaay also implemented a country-wide loyalty progra
for its customers to support the cinema going celin the country and to allow its customers todfi¢from the
larger scale of operations after last year's adtpisof Palace Cinemas.

With the digitalisation of all of its movie theasrasubstantially completed, the Company should bagisee
benefits both on the operational side, by reducipgrating expenses, and on the income side, phmayi
capturing the cash generative potential of 3D aredireative movie titles.

The Company continues to be very excited aboubitmnic growth plans including its long-term growth
prospects in Romania. Upon completion of the ptejeurrently in the pipeline, Romania will beconie t
Company's second largest country in terms of nunabescreens in operation, exceeded only by Pol&he.
Company currently has binding commitments for aditéghal 30 sites (representing approximately 3@@asns)
including 23 sites with approximately 220 screenRomania.

While the persisting weakness in the real estatekehdn Romania is negatively impacting the pipeliof
openings, the Company has continued to succeepeio wew cinemas in this market every year. It shaigo

be noted that as the Company, in most cases, db&®gin to expend capital for theatre construgtionts new
theatres until very close to the scheduled opeditg, the failure to complete any particular madijgct or even

a number of projects, should not have a materightide impact on the Company’'s ongoing operatiamd a
results, since such failure would not pose a diganitt financial risk to the Company. The Comparketainto
consideration that the openings of a number of rttadls where it has binding lease agreements may be
significantly delayed or even cancelled. Howevike number of signed deals and the pipeline of rmmation
opportunities continuously offered to the Compastypuld allow the Company to continue to expandhia t
market.

The Company’'s management continues to closely monfte ever-changing debt and Euro crisis in the
Eurozone, its potential implications on the Compamgountries of operations, and general economid an
industry trends both locally and around the wovlthile management remains optimistic about the Cayipa
ongoing growth prospects, there can be no assuthatéhe Company will not be materially adversetpacted

if, among other potential negative trends, the Beam debt crisis leads to a ‘contagion’ into adjacegions.
Continued softness in consumer spending, couldtrégswan ongoing weakness in ‘mall traffic’, whidias
historically supported theatre admissions. In aoldjtif consumers have less disposable incomeyatisoary
entertainment choices, such as movie going, coalddversely impacted. Even if movie going itselih
materially adversely impacted, movie goers coultkmieine to spend less money for food and drinkthat
Company’'s high-margin concession stands. Morecaadvertisers could decrease their use of the Con'gpany
expanding theatre and screen advertising servigesagement has noted, however, throughout years of
economic distress, movie going often increases.s@uers typically desire to spend their smaller pauf
discretionary funds on relatively inexpensive formfis&scapist’ entertainment such as movie going.

* Certain statements contained in this quarter repamé not historical facts but rather statementsfutire. These forward-looking

statements are based on our current plans, expeotand projections about future events. Any fodalaoking statements speak only
as of the date they are made and are subject tertainties, assumptions and risks that may causeetlents to differ materially from
those anticipated in any forward-looking statemedtich forward-looking statements include, withadatithtion, improvements in

process and operations, new business opportunifesformance against Company’s targets, new prejefiiture markets for the

Company’s products and other trend projections. Hue avoidance of any doubts, this quarter repaésinot contain any forecast
about the Company’s and its capital group’s finahcesults.
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Additional information to the report

Major shareholders
To the best of the Company’'s knowledge as of the dapublication of this report, the following skholders
are entitled to exercise over 5% of voting rigtitthe General Meeting of Shareholders in the Compan

As of 18 May 2012 Increase/ As of 31 March 2012 Increase/ As of 31 December

Number of shares  (decrease) Number of shares/ (decrease) 2011
/% of shares Number % of shares Number of Number of shares/
of shares shares % of shares
|.T. International Theatres Ltd. 27,589,996 / - 27,589,996 / - 27,589,996 /
53.89¥% 53.89% 53.89¥
Aviva Otwarty Fundusz Emerytalr 5,004,326 / - 5,004,326 / - 5,004,326 /
Aviva BZ WBK 9.77% 9.77% 9.77%
Aviva Investors Poland SA 2,998,479/ - 2,998,479 / - 2,998,479/
5.86% 5.86% 5.86%
ING Powszechne Towarzystwo 2,680,095/ - 2,680,095 / - 2,680,095 /
Emerytame SA 5.23% 5.23% 5.23%
BZ WBK TFI SA 2,661,049/ - 2,661,049/ - 2,661,049/
5.20% 5.20% 5.20%

Changesin ownership of shares and rights to shares by Management Board membersin thefirst quarter of
2012 and until the date of publication of the report
Changes in ownership of shares and rights to slgréanagement Board members are specified below:

As of 18 May Increase/ As of 31 March Increase/ As of 31 December
2012 (decrease) 2012 (decrease) 2011
Number of Number of Number of Number of Number of
shares/%of share shares shares/% of shares shares shares/% of shares
Moshe Greidinger* 11,253,028/ - 11,253,028/ - 11,253,028/
21.98% 21.98% 21.98%
Amos Weltsct None - None - None
Israel Greidinger* 11,253,028/ - 11,253,028/ - 11,253,028/
21.98% 21.98% 21.98%

* The shares held by Messrs Moshe and Israel Grgddiare held indirectly through I.T. Internatiofaleatres Ltd.

Rightsto shares

The members of the Management Board did not owea®ive any rights to shares in the Company dutieg
period 31 December 2011 until 18 May 2012 with éxeeption of Mr Amos Weltsch. In April 2012, Mr
Weltsch was granted as a part of his remunerathekgge, 650,000 options, each entitling him to stiibs for
one share in the Company at the issue price of P& der share. These options have been granteccstbjde
approval of the shareholders of the Company. Theludon to approve the grant will be voted on dgrthe
upcoming Annual General Meeting of the Company datesl to be held on 21 June 2012. For further Betai
including vesting dates and other conditions, mrfee is made to Note 11 ‘Subsequent events’' on pagd
this report.

Changesin ownership of shares and rights to shares by Supervisory Board membersin the first quarter of
2012 and until the date of publication of the report
The members of the Supervisory Board did not ownsirares and/or rights to shares in the Companipglur
the period 31 December 2011 until 18 May 2012.
10
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Additional information to the report (cont’d)

Changesin the composition of the Supervisory Board and Management Board
None.

Other

As of 31 March 2012, the Group has issued guarantee loans that in total amount to EUR 9 million,
PLN 452.9 (EUR 108.9) million and NIS 170 (EUR 34million in connection with loans provided to
subsidiaries. For additional information, see Nbte the condensed consolidated financial statesnent

As of 31 March 2012, the Group has no litigations ¢laims or liabilities that in total exceed 10%the
Group’s equity.

The following net movements in the Group’s main vsimns took place during the three months ended
31 March 2012:

* Anincrease in the provision for deferred tax ligies of EUR 173,000;
« A decrease in the provision for accrued employé&eereent rights of EUR 92,000.

The Management Board

Moshe J. (Mooky) Greidinger Amos Weltsch Israeti@inger
President of the board Management board Management board
General Director Operational Director Financial Director

Rotterdam, 18 May 2012

11
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Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSIT ION

31 March 31 December 31 March
2012 2011 2011
(Unaudited) (Audited*®) (Unaudited)
EUR (thousands
ASSETS
NON-CURRENT ASSETS
Intangible assets 15,202 13,159 9,857
Property and equipment 287,106 263,917 252,399
Other non-current assets 17,482 17,242 3,191
Total fixed assets 319,790 294,318 265,447
CURRENT ASSETS
Inventories 6,684 6,652 5,147
Trade and other receivables 34,142 28,987 42,803
Other current financial assets 12z 66¢ 10C
Cash and cash equivalen 8,117 9,271 9,96¢
Short term bank deposits — collateralized 340 340 334
Total current assets 49,406 45,924 58,350
TOTAL ASSETS 369,196 340,242 323,797

SHAREHOLDERS’ EQUITY AND LIABILITIES
SHAREHOLDERS' EQUITY

Total equity attributable to equity holders of the Company 241.04: 229 30° 224 93:
Non-controlling interests (1,998) (2,071) (4,644)
Total equity 239,045 227,232 220,290

LONG-TERM LIABILITIES

Long-term loans, net of current portion 64,058 36,494 36,344
Provisions 4,320 4,240 8,099
Other long-term liabilities 1,186 1,259 4,715
Total long-term liabilities 69,564 41,993 49,158

CURRENT LIABILITIES

Short-term borrowings 23,355 30,331 17,570
Other current liabilities 37,232 40,686 36,779
Total current liabilities 60,587 71,017 54,349
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 369,196 340,242 323,797

* Extracted from the 2011 Annual Accounts.
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

CONDENSED CONSOLIDATED INCOME STATEMENT

For the 3 months For the 3 months

ended 31 March ended 31 March

2012 2011

(Unaudited) (Unaudited)
EUR

(thousands, except per share data
and number of shares

Revenues 62,485 65,788
Operating costs 52,464 54,913
Gross margin 10,021 10,875
General and administrative expenses 3,751 3,589
Acquisition related and reorganisation expenses - 2,365
Operating profit 6,270 4,921
Financial income 629 370
Financial expense (1,356) (886,
Loss on disposals

and write-off of other investmen (16) (6)
Operating income before taxation 5,527 4,399
Income tax expense (320) (665)
Net income for the period 5,207 3,734

Attributable to:

Equity holders of the parent company 5,139 3,634
Non-controlling interests 68 100
Net income for the period 5,207 3,734

Earnings per share
Weighted average number of equivalent shares (pbasic 51,200,000 51,200,000

Weighted average number of equivalent shares édijut 51,226,295 51,247,773

Net earnings per share for profit attributable to the equity holders of the

Company (basicand diluted) 0.10 0.07
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUI TY

For the 3 months For the 3 months
ended 31 March ended 31 March
2012 2011
(Unaudited) (Unaudited)

EUR (thousands)
Balance as of the beginning of the peric 229,30: 221,73(
Share based payments - 4
Net income for the peric 5,13¢ 3,63¢
Foreign currency translation adjustment 6,952 (386)
Effective portion in fair value of cash flow hed¢ (351) (48)
Balance at the end of the period 241,043 224,93:

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the 3 months For the 3 months
ended 31 Marct ended 31 Marct
2012 2011
(Unaudited) (Unaudited)

EUR (thousands)
Cash flows from operating activities 6,548 7,586
Cash flows used in investing activit (25,149 (24,097
Cash flows from financing activities 17,129 15,912
Decrease in cash and cash equivalents (1,472) (599)

Cash and cash equivalents
at the beginning of the period 9,277 10,527
Foreign currency exchange differences on cash 312 38

Cash and cash equivalents
at the end of the perioc 8,117 9,966
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCI AL
STATEMENTS

Note 1 — General and principal activities

Cinema City International N.V. ("the Company") icorporated and domiciled in the Netherlands. THazes

in the Company are traded on the Warsaw Stock ExgghaAs at 31 March 2012, 53.89% of the outstanding
shares in the Company are held by I.T. Internatidhaatres Ltd. (“ITIT"), incorporated in Israelh@ Group

is principally engaged in the operation of entem@ent activities in various countries including:ldatal,
Hungary, Czech Republic, Bulgaria, Romania, Slowaid Israel. The Company is also engaged in magagi
and establishing its own entertainment real estaigcts for rental purposes, in which the Compapegrates
motion picture theatres. The Company’'s business large dependent both upon the availability dfahle
motion pictures from third parties for exhibition its theatres, and the performance of such filmshe
Company’'s markets.

The Condensed Consolidated Interim Financial Stamesnof the Company for the three months ended
31 March 2012 comprise the Company and its subdiaand joint ventures (together referred to & “t
Group”) and the Group’s interest in associates.

The 31 March 2012 Condensed Consolidated Interimartgial Statements were authorised for issue by the
Management Board on 18 May 2012.

Note 2 — Summary of significant accounting policies
A. Basis of preparation

The accounting policies applied by the Company liesé Condensed Consolidated Interim Financial
Statements are the same as those applied by theabgnn its consolidated financial statements fer year
ended 31 December 2011, except for the adoptiorthef following new or amended Standards and
Interpretations applicable to annual reportinggasibeginning on or after 1 January 2012:

Amendment to IAS 12ncome Taxes- Recovery of Underlying Assetfhe amendment clarifies the
determination of deferred tax on investment prgpereasured at fair value and introduces a rebuattabl
presumption that deferred tax on investment prgpegasured using the fair value model in IAS 40uétho
be determined on the basis that its carrying ameilhbe recovered through sale.

Adoption of the above new amendment did not haveathon the financial position or performance af th
Group.
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

Note 2 — Summary of significant accounting policiegont’d)
A. Basis of preparation (cont'd)

The 31 March 2012 Condensed Consolidated Interimarigial Statements do not include all of the infation
required for full annual financial statements, ahduld be read in conjunction with the audited 28hhual
Accounts which have been prepared in accordandelmigrnational Financial Reporting Standards (IFRS

The Consolidated Financial Statements of the Gfoughe year ended 31 December 2011 are availgige u
request from the Company’s registered office at Mee210-212, 3012 NJ Rotterdam, the Netherlands thiea
Company’s websitevww.cinemacity.nl/en

B. The use of estimates and judgements

The preparation of financial statements in confoymiith IFRS requires management to make judgements
estimates and assumptions. These judgements, tesianrad assumptions affect the reported amourdsseits
and liabilities, the disclosure of contingent assatd liabilities at the date of the financial statnts, and the
reported amounts of revenues and expenses dugngpiorting period. Actual results could differrfrahose
estimates. In preparing these Condensed Consditfaterim Financial Statements, the significantjeichents
made by the Management Board in applying the Gaptounting policies and the key sources of etitma
uncertainty were the same as those applied to ¢tmsotidated financial statements for the year ended
31 December 2011.

C. Functional and presentational currency

The functional currencies of the operations in GdriEurope are the relevant local currencies: tby&ian
leva, the Czech crown, the Hungarian forint, Rormarmlew Lei and the Polish zloty. The functionalreacy
of the operations in Israel is the New Israeli hdkIS). The functional currency for the Dutchyp@us and
the Slovakian operations is the euro.

The financial statements of the above mentionegidaroperations are translated from the functionatency
into Euros (presentation currency) for both 201d 2012 as follows:

- Assets and liabilities, both monetary and non-etary are translated at the closing exchange rate.

- Income statement items were translated at theageeexchange rate for the year/period.

- Foreign exchange differences arising on trarsiatiave been recognised directly in equity.

D. Principles of consolidation

These Condensed unaudited Consolidated FinancéérBents include the accounts of the Company, its
subsidiaries, and jointly controlled entities. Sdlzsies are those enterprises which are contratigcdthe
Company. Control exists when the Company has tieepdirectly or indirectly, to govern the financend
operating policies of an enterprise so as to obt&inefits from its activities. The financial stasts of
subsidiaries are included in the Consolidated Hi@nStatements from the date that control effetyiv
commences until the date that control effectivedgses. Jointly controlled entities are those erisa® over
whose activities the Company has joint controlalglished by contractual agreements.

All inter-company accounts and transactions arenieited when preparing the Consolidated Financial
Statements. Unrealised gains arising from transagtwith associates are eliminated against thestiment to
the extent of the Group’s interest in the associbkerealised losses are eliminated in the same amy
unrealised gains, but only to the extent that tiers evidence of impairment.
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

Note 2 — Summary of significant accounting policiegont’d)

E. Exchange rates

Information relating to the relevant euro excharajes (at end of period and averages for the périod

Exchange rate of euro

Czech Hungarian Polish us Israeli Romania

crown forint Zloty dollar shekel New Lei
As of (CZK) (HUF) (PLN) (USD) (NIS) (RON)
31 March 2012 24.77 295.12 4.16 1.33 4.95 4.38
31 December 2011 25.70 312.03 4.43 1.29 4.94 4.32
31 March 2011 24.54 267.31 4.00 1.41 4.95 4.11
Change during the period % % % % % %
2012 (3 months) (3.62) (5.42) (6.09) 3.10 0.20 1.39
2011 (12 months) 1.62 11.43 11.59 (3.01) 4.22 0.47
2011 (3 months) (2.97) (4.54) 0.76 6.02 4.43 (4.42)

Exchange rate of euro

Czech Hungarian Polish us Israeli Romania

crown forint Zloty dollar shekel New Lei
Average for the period (CZK) (HUF) (PLN) (USD) (NIS) (RON)
2012 (3 months) 25.08 297.01 4.23 1.31 4.94 4.35
2011 (12 months) 24.58 279.22 4.12 1.39 4.98 4.24
2011 (3 months) 24.39 272.70 3.95 1.37 4.92 4.23
Change during the period % % % % % )
2012 (3 months) 2.03 6.37 2.67 (5.76) (0.80) 2.59
2011 (12 months) (2.92) 1.19 3.00 4.51 0.61 0.47
2011 (3 months) (3.67) (2.17) (1.25) 3.01 (0.61) 240.

*Since the exchange rate of Bulgarian Leva verkas€8uro for the applicable periods is unchangeuireency
table is not added. The exchange rate for the eglgk periods used is 1.95583 Bulgarian Leva fer Buaro.

The local currency in Slovakia and Cyprus is theeu

Note 3 — Changes in Consolidated Entities
Changes in consolidated and associated entities ding the first quarter of 2012

During the first quarter of 2012, there was no g¢fgaim the consolidated and associated entities.
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

Note 4 — Commitments and contingent liabilities

The Company and its subsidiaries did not enterantpnew agreements or contracts that resultedditianal
significant commitments or contingent liabilitiegie 31 December 2011. The commitments, contingent
liabilities and liens as disclosed in the Compar8041 Annual Accounts for the year ended 31 Decembe
2011 have not materially changed as at 31 Marcl2 284cept for further commitments to open new ciagm
as part of the Company's expansion plans and efmepécurities as disclosed below.

As of 31 March 2012, the Group has given guarana@esunting to EUR 9 million and PLN 452.9 million
(EUR 108.9 million) in connection with loans progitl to the Polish subsidiary. As of 31 March 2042 t
Polish subsidiary bank debt is PLN 196.9 milliotU@&47.3 million)

During the quarter ended 31 march 2012, an Issadsidiary signed an agreement with an Israeli bank
new funding facility for a total amount NIS 170 hah (EUR 34.3 million). According to the facility
agreement, the Company has provided a guarantde thkilsraeli subsidiary is subject to certainartants.
As of 31 March 2012, the Israeli subsidiary banktdamounted to NIS 96.3 million (EUR 19.5 million)

Note 5 — Financial instruments

Exposure to credit, interest rate and currencysrigkises in the normal course of the Company’sniegsi
These risks are described in full detail in the 2Z&hnual Accounts. As at 31 March 2012, the Complaay
hedged some of its USD expenses in respect obitshPand Hungarian theatre operations againsPtiish
Zloty and the Hungarian Forint.
In connection with these obligations, the Compaayg bntered into the following forward foreign exohe
contracts:
» contracts comprising a commitment to buy USD 400,80 each month until May 2012 at fixed
prices denominated in Polish zloty;
» contracts comprising a commitment to buy USD 258,80 each month until May 2012 at fixed
prices denominated in Hungarian forint;

Forward foreign exchange contracts have been vatutlte Condensed Consolidated Statement of Fiahnci
Position at 31 March 2012 at their fair value. Maduation of contracts is booked directly into dgun a
separate Hedge reserve. The company designateciesacts to hedge future cash flow fluctuatioesving
from differences between the USD against localenay as described above. Amounts are releasedtfrem
Hedge reserve to profit or loss when the futuredaation is settled.

Note 6 — Share-based payments

The Company has implemented a long-term incentian fthe “Plan”). Under the Plan, share options lsan
granted to members of the Management Board andtedl@employees. For details of the Plan, referénce
made to the Consolidated Financial Statementseof&toup for the year ended 31 December 2011. No new
options were granted to employees during for theetimonths ended 31 March 2012.

The weighted average exercise price of optionstamuting (vested but not yet exercised) is EUR 610%
number of exercisable options at 31 March 2012&000.

The impact of the share-based payments on thedialastatements of the Company for the three moerioed

31 March 2012 was an expense of EUR nil (threethsoended 31 March 2011: EUR 4,000 which was
recognised in the income statement with a corredipgnincrease in equity). During the three monthdeel

31 March 2012 and during the year 2011 no optiome\iorfeited.
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

Note 7 — Share capital

The authorised share capital of the Company cangfst 75,000,000 shares of EUR 0.01 par value each.
The number of issued and outstanding ordinary shaseat 1 January 2012 was 51,200,000 and remained
unchanged during the first quarter of 2012.

Note 8 — Related party transactions

In March 2012, the Company signed a Memorandumrafdistanding with I.M.Greidinger Ltd. (‘IMG’), an
Israeli company owned by Messrs Moshe Greidinger @nael Greidinger, both Managing Directors and
(indirectly) shareholders of the Company, to aagtire 50% interest in Norma Film Ltd. (Forum Filsndel)
not owned by the Company for EUR 1,755,000 in cadpon closing, Norma Film Ltd. (Forum Film Israel)
will be fully owned by the Company and its finarcrasults will be fully integrated into the Compay
financial results. The parties expect the agreénwenlose before 2012 year-end. The transadtidaking
place because as film distribution becomes a muomitant segment of the Company’s business, théepar
realized there was no business rationale for thegamy not to own 100% of all of its film distribati
subsidiaries and there would be ongoing benefiteetlucing the complicated financial accounting sy
from the lack of full consolidation.

As the acquisition of the non-controlling interesialifies as a transaction with a related partyM& being
controlled by major (indirect) shareholders and Bting Directors of the Company — and also qualifiss
transaction constituting a conflict of interestiwihe Management Board as described under Pringiglef
the Dutch Corporate Governance Code, the Supepwidoard has formed a special committee of indepeinde
Supervisory Directors of the Company to review pineposed terms of the transaction. This committidle w
after careful review, vote on the transaction ameéne necessary represent the Company in the ttarsaa
order to ensure that transaction is at arm’s leagthto ensure compliance with best practice pimvisof the
Dutch Governance Code in respect of conflicts tdrist .

There were no material transactions and balandbsralated parties during the first quarter of 201l2er than
were already disclosed above and in the 2011 Cidiaset! Financial Statements.
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Cinema City International N.V.

Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

Note 9 - Segment Reporting

The primary segment information is presented impees of the Group's business segments which are in
accordance with the Group's management and inteepakting structure. The Group's operations indbr
and Central Europe are organised under the follgwiajor business segments:

- Theatre operations

- Distribution - Distribution of movies

- Other- this includes mainly the company's realtedtasiness.

For the 3 months ended 31 March 2012
EUR (thousands) —(unaudited)

Theatre

Operations Distribution Other Eliminations Consolidated
Revenue:
External sale 57,11¢ 4,84¢ 517 - 62,48t
Inter-segment sales 182 3,145 - (3,327) -
Total revenues 57,301 7,994 517 (3,327) 62,485
Segment results 5,838 171 261 - 6,270
Net financial expense (727)
Loss on dispose (16)
Income taxes (320)
Non-controlling interests (68)
Net income 5,139

31 March 2012
EUR (thousands)- (unaudited)
Theatre
Operations Distribution Other Unallocated Consolidated

Segment assets 337,052 11,299 18,692 2,153 369,196
Segment liabilities 33,403 5,164 607 90,977 130,151
Capital expenditure 20,273 2,623 - - 22,896
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Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

Note 9 - Segment Reporting (cont’d)

For the 3 months ended 31 March 2011
EUR (thousands) —(unaudited)

Theatre

Operations Distribution Other Eliminations Consolidated
Revenues
External sale 60,65¢ 4,444 68t - 65,78¢
Inter-segment sales 5 2,816 - (2,821) -
Total revenues 60,664 7,260 685 (2,821) 65,788
Segment results 4,705 101 115 - 4,921
Net financial expen: (516
Loss on disposals (6)
Income taxe (665,
Non-controlling interests (100)
Net income 3,634

31 March 2011
EUR (thousands) — (unaudited)
Theatre
Operations Distribution Other Unallocated Consolidated

Segment asse * 294,044 10,080 16,482 3,191 323,797
Segment liabilities 34,465 4,975 2,664 61,403 103,507
Capital expenditure 6,676 340 - - 7,016

*Reclassified for comparison purposes

Note 10 — Impairment losses and provisions

During the three months ended 31 March 2012, naimyent losses were charged.
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Condensed Consolidated Financial Statements for thguarter ended 31 March 2012

Note 11 — Subsequent events

Share options granted to a member of the Managemei®oard

In April 2012, Mr Amos Weltsch, member of the Maaagent Board of the Company, was granted as a part o
his remuneration package, 650,000 options, eadtlirsghim to subscribe for one share in the Compainthe
issue price of PLN 29 per share. The issue pritased on the six-month average share price aftthees on
the Company on the Warsaw Stock Exchange in thiegpbetween 31 August 2011 and 29 February 2012.

The options granted to Mr Weltsch will vest in 4fual monthly tranches of 13,542 options, each enldht
day of each month in the period from 30 April 20629 February 2016, with an additional tranché 2626
options vesting on 31 March 2016. Mr Weltsch magreise the options vested to him in each of thectras
on multiple occasions within two years from theedde given tranche of share options was vested.

These options have been granted subject to th@egdpof the shareholders of the Company. The réisoltio

approve the grant will be voted on during the upiogninnual General Meeting of the Company schedtded
be held on 21 June 2012.
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