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Cinema City International MY,

DIRECTORS' REPORT

General

Introduction

Cinema City International M.V, {the “Company™), incorporated in the Netherlands, is & subsidiary of LT.
International Theatres Lid. {"ITIT" or "parent company”). The Company (together with its subsidiaries, the
"Group”) is principally engaged in the operation of entertainment activities in various countries including:
Poland, Hungary, Czech Republic, Romania, Bulgaria, Slovakia and Israel. The Company, through related
enlities, has been a family operated theatre business since 1929, The Company’s shares are traded on the
Warsaw Stock Exchange. As of 19 August 2011, the market share price was PLN 29.3 (EUR 7.05), giving the
Company & market capitalisation of EUR 361.0 million, The Company’s office is located in Rotterdam, the
Netherlands.

Highlights during the six months ended 30 June 2011

The Company turned in a steady financial performance for the six months ended 30 June 2011
generating revenues of EUR 1282 million, Consclidated EBITDA (Earnings Before Interest,
Taxation, Depreciation and Amortisation) of EUR 24.7 million (excluding acquisition-related and
reorganisation expenses) and net income of EUR 9.9 million (excluding acquisition-related and
reorganisation expenses). Including acquisition-related and reorganisation expenses, the EBITDA and
net income for the six months ended 30 June 2011 amounied to EUR 22.1 million and EUR 7.3
million, respectively.

The number of tickets sold increased to 17.0 million compared to 15.1 millien in the first six
months of 2010 (+12.6%) with the number of admissions on a same theatre basis decreasing by
11.8%% from 15.1 million for the six months ended 30 June 2000, o 13.3 million for the six months
ended 30 June 2011. This six months period decrease was attributed to the first quarter of 2011,
compared to the first quarter of 2010 when Avarar and Alice in Wonderland dominated the screens.

In the second quarter alone, the number of tickets sold increased to 7.9 million compared 10 5.8
million in the second quarter of 2000 (+36.2%) with the number of admissions on a same theatre
basis increasing by 3.2% from 5.8 million for the three months ended 30 June 2010 to 6.1 million for
the three months ended 30 June 2011, This increase in ticket sales helped second quarter 2011
EBITDA from theatre operations increase by 24.7% compared to the second guarter of 2010.

Acquisition of Palace Cinemas. In January 2011, the Company purchased the Palace Cinemas chain,
comprising 141 screens in 15 multiplexes in Hungary, Czech Republic and Slovakia, The purchase
price for the transaction was EUR 28 million,

New openings, closings and signing of auhsequem lease agreements. In the second quarter of

2011, the Company opened a 10-screen mulliplex in Bmlia, Romama. In May 2011, the Company
signed lease agreements and started operating three multtp H o daie L'r]r' Palace Mozi in
Hungary with a total of 17 screens. In lsrael, during the r-:

rrﬁa 1] 5 sCreens
were closed in the on-going process of repositioning the chain in this ﬂt I;I!", ;

.....

closed in Hungary. During the period. the Company also signed two ledse Eg}r::mtnu uture
multiplexes: one for a multiplex in Lublin, Poland and one in Sofia, H-LL|EEFIi g AUG 201
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Cinema City International N.V.

DIRECTORS’ REPORT

*  The Company’s total sereen count as at 30 June 2011 is 882 in 93 multiplexes. The Company alfso
operates & IMAX® theatres,

»  Acceleration of digitalisation program. The Company has deployed to date more than 380 digital
projectors, which now represent approximately 42% of all of the Company’s projectors. In the first
half of 2011, the Company signed agreements to purchase over 400 additional digital projectors,
which would represent more than 75% of the Company’s total screens by the end of the year,

Film distribution business performed positively with growing revenue and EBITDA. The
Company has also established Forum Film Slovakia, which started operations in May 2011,

Theatre operations

Theatre operations performance

The total number of tickets sold for the six months ended 30 June 2011 increased by 12.6% to 17.0 million
compared to the same six months in 2010 (and by 36.2% in the second quarter of 2011 compared to the
second guarter of 2010) while same theatre admissions decreased by 11.9% in the six months ended 30 June
2011 compared to the seme six months in 2010 (with same theatre admissions improving by 5.2% in the
second quarter of 2011 compared to the second quarter of 2010). Theatre operations revenue reached
EUR 116.9 million in the period versus ELR 106.3 million recorded in the first half of 2010, representing an
0.9% vear over year increase. The increase was due primarily to the new cinemas added to the chain,
especially following the Palace Cinemas acquisition in January this year, but also from the new cinemas
opened during 2010 and during the first half of 2011,

While the theatre operations in the first quarter of 2011 compared to the record first quarter of 2010 reflected
a posi-Avatar effect - the top grossing film in history created a very challenging base to beat — the second
quarter of 2011 produced a number of strong titles led by Pirates of the Caribbean — On Stranger Tides,
Hangover Part [T and Kung Fu Panda. Meanwhile, Polish domestic movie production had a strong six months
compared to the first half of 2010 with such blockbusters as the comedy Och Karol! 2 {which itself generated
1.7 million admissions) and Sala Samobojcow. As a result, Poland, Cinema City's larpest market, performed
strongly during the six months ended 30 June 2011 compared to other countries of operation oh a same
theatre basis.

Palace acquisition and following cinema additions

In January 2011, the Company purchased the Palace Cinemas chain, comprising 141 screens in
15 multiplexes in Hungary, Czech Republic and Slovekiz. The multiplexes were grouped into 4 entities:
Palace Cinemas Czech s.r.0. operating § multiplexes with 65 sereens in the Czech Republic; Palace Cinemas
Hungary Kft operating 4 multiplexes with 47 sereens in Hungary; Palace Multikino s.r.o. and Palace Cinemas
Slovak Republic s.r.o, operating 3 multiplexes with 29 screens in Slovakia. The purchase price for the
transaction wes EUR 28.0 million. The purchase price was based on a multiple of 6 times “normalized”
EBITDA of the acquired companies during 2010, The ELUR 28.0 million purchase price was made up of
EUR 21.4 million to the seller in cash and the Company’s assumption of ELUR 6.6 million in existing debt of
the acquired companies. The acquisition was financed from the Compady™s/existing cash and from available
cradit lines. K]-E’fﬁﬁ
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Cinmema City International ™,%,

DIRECTORS’ REPORT

Under the original purchase agreement, the Company did not acquire Palace Mozi, Kit, a Hungarian company
that was owned by Palace Cinemas (Central Europe) BV, Palace Mozi operated 5 multiplexes in Budapest
and 3 multiplexes oulside of Budapest. In conjunction with the Palace acquisition, the Company had agreed to
provide selected management services to the Palsce Mozi's cinemas.

In May this vear, however, the landiord at three of the Mozi multiplexes terminated the lease agreement with
Palace Mozi and, in mutual settlement of outstanding amounts owed by Palace Mozi, assumed control of the
assets of these multiplexes. Upon taking control, the landlord immediately leased the space occupied by these
three multiplexes to the Company, which is now operating these theatres.

This acquisition and acquisition-related lease agreements have significantly strengthened the Company’s
position in the Hungarian and Czech markets and added Slovakia to the Company s countries of operation,

Following the closing of the acquisition, the Company immediately instituted a restructuring program in order
to recognise cost savings and overhead synergies, and to integrate the Palace Cinemas orgenisation with
Cinema City"s. These cost savings were implemented at Palace Cinemas in large part in order to bring the
operations of the Palace Cinemas chain in line with the structure of the Company's existing operations.
Benefits resulting from this restructuring are already being realised.

Under recently adopted International Financial Reporting Standards (IFRS), companies are no longer
permitted to capitalize the one-time transaction and some reorganisation costs associated with acquisitions,
As a result, the Company is required to include such costs in the amount of EUR 2.6 million as part of its
current expenses. Such costs incurred had a material impact on the Company’s EBITDA and net income for
the six months ended 30 June 2011, In order to show a clearer comparison of six monthly results without the
disproportionate impact of these one-time expenses, the Overview of Results for the six months ended 30
June 2011 on page 5 is presented in two separate columns: one column showing the results excluding the
acquisition-related and reorganisation expenses, and the other column showing the results including
acquisition-related and reorganisation expenses.

New apenings, clozing and signing of subseguent lease agreements

In the second quarter of 2011, the Company opened a |0-screen multiplex in Braila, Romania and closed 1
screen in Bat Yam, lsrael (reducing a 4-screen multiplex to a 3-screen multiplex) and a 4-screen multiplex in
Rishon Letzion, Israel. Three screens were closed in the Company’s MOM Park multiplex in Budapest,
Hungary as a result of an agreement between Palace Cinemas and the landlord signed before the Palace
acquisition.

As mentioned above, in the beginning of May 2011, the Company signed 3 new lease agreements for its
theatres in Hungary, notably Palace Cinemas Duna Plaza in Budapest {7 screens), Palace Cinemas Nyir Plaza
in Myiregvhaza (6 screens) and Palace Cinemas Kaposvar Plaza (4 screens), which have all been incorporated
into the Company’s operations. The Company has also signed two lease agreements for multiplexes in
Lublin, Poland and in Sofia, Bulgaria with openings planned in the coming years.

Digital Praojection

Digital projection represents the most important technological advance in movie viewing since the 1950s, by
providing a higher guality and a sharper resolution viewing experience than traditional projectors, and
ﬂ'l.rc-ugh the ability to display a new generation of 3-I) movies. The record breaking success of Avatar, Alice
in Wonderland and other 3-D movies at the end of 2009 and in-2040appeqrs (o have validated the long-term
value proposition associated with digital projection. The Cmmmlﬁ that digital technology will not
only continee to generate premium priced higher attendance medsgltesnative content (such
as operas, ballet, sporting and other events drawing worldwide attentluanh_Hl;, willpadea, halp 4o sgduce
cinema labor costs as digital projectors require less ongoing manpower than traditional reel-to-reel projectors,
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Cinema City International M.V,

DIRECTORS' REPORT

The Company continues installing state-of-the-art digital projectors in all its theatres. Currently, including
projectors installed in the recently acquired multiplexes of Palace Cinemas, the Company has more than 380
digital projectors, and intends to accelerate this process by installing over 4000 additional recently purchased
prajectors mostly before the end of 2011.

The Company has also installed special digital projectors in all of its IMAX® theatres. These projectors
significantly decrease the print cost of each IMAX® film and will support the lineup of IMAX® titles
expected to be released by the film studios going forward.

In the first quarter of 2011, the Company signed an agreement with Master Image, one of the leading
international providers of 3-D digital movie solutions, to supply 3-D systems integrated with single-user
glasses. Using the single-user glasses should allow the customer to own their 3-1 glasses, and should also
help the company to optimize the operation associated with showing 3-D movies in the Company’s theatre
citeuit.

While the Company has borne all the costs to date associated with installing digital projectors, the movie
studios have also been beneficiaries of this technelogical upgrade as they are now able to save significant
costs associated with producing and delivering traditional film. To compensate the Company for the benefits
realised by the studios, the Company has agreed on a set of rules for virual print fee agreements with all its
major film suppliers (except one). Under these agresments the film studios will pay the Company a fee for
each “digital print” used in the Company's multiplexes in the coming years. This fee, in essence, will allow
the Company to recoup over lime a portion of the costs incurred in installing digital projectors throughout its
chain, The Company has already begun to benefit from these virtual print fee agreements,

Film distribution activities

Revenue generated in the first half of 2011 by the Company’s distribution division increased by 13.6% to
EUR 10.3 million from EUR 9.1 million for the same period last vear. The increase was mainly due to the
increase in the distribution activities in lsrael supported by the revenue generated as a result of the agreement
signed in September 2010 with the lsraeli film distributors A.D. Matalon, which materially increased the
number of films distributed by the company in lsreel. Reassessment of revenue recognition estimates relating
to sales to TV networks in Israel, has also contributed 1o the increased revenue during the six months ended
30 June 2011, The increase in the Company's film distribution activities in Bulgaria and Romania also
contributed to the increase of the film distribution activities. The increase was partly offset by a weaker
supply of movies for which the Company had distribution rights in Poland and Hungary during the six
months ended 30 June 2011 compared to the six months ended 30 June 2010,

In May the Company launched operations of Forum Film Slovakia, which became the 6™ country, where
Cinema City acts as a film distributor,

Other activities including real estate operations

Following the Company's sale of its Bulgarian real estate activities to lsrael Theatres Ltd. in April 2010, the
Company ceased to be ective in real estate transactions. Accordingly, other activities including real estate
operations did not materially contribute to the Company’s results for the first six months of 2011 which
compares to a gross profit amounting to EUR 3.1 million from/the Bolgarian real estate sale during the six
months ended 30 June 2010, MPMG
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Cinema City International N.V.

DIRECTORS’ REPORT

Overview of results

The Company's net inceme attributable to equity holders of the parent company for the six menths ended 30
June 2011 was EUR 7,281,000 and can be summarised as shown below. For comparison purposes, net results
for the six months ended 30 June 2011 excluding acquisition-related and reorganisation expenses are also
presented, Cinema related revenues contain theatre operations, film distribution and cinema related real estate
activities.

Fur the skt months ended 20 Jane
2011 IO 210
fexcinding
aoquisifion &
FeargaRizaion
EXPerLNEE )
EUR
{ibousands, cacept per share data)

Continuing operatlons

Revenues from cinema-related operations 125,192 128,192 116,304
Coste from ciema-related operations __#am 97,101 &1.044
Gross reselt from cinema-related operations 11091 31,09 3TH
Revenues from the sale of real estaie - - 91212
Cost of real esiate sold - . 88125
Gross pesult fram sale of real estate - - 3087
Tatal gross result 31,091 ' 31091 37837
Cleneral amd adminkstrative expenses A2 G,AL0 &, 5014
Acguisitbon-relaied and reorganisation expmess - 1.582 I
EBITDA 24,665 23,083 1,332
Depreciation and amortisation 12,159 12,149 11
Dperating profit 12476 94594 21,72
Finarcial income 63l )| 401
Finanin] expenses {1.751) (1,781 {1.355)
Loss an disposals amd write=off of sther mvestnwents (48] (48] ]
Operating income before taxation 11,308 8,726 10047
Income taxes (§ 034 {1,034) (2.332)
et income from continuing sporations 18,274 14692 17,3495
Lioas frem discontinusd operstions - - ]
et income before Mon-controlling interests 10,274 7691 17,326
Man-conzrelling micrests (411 {411} T
Met ingome nitributable to equity holders of the company D863 T.281 17,533
Weighted avernpe number of equivalent shares {hasic) 21,200,160 51,200,600 949 36T
Weighied average number of equivalent shares (diluted) B1 2B B 5 244,510 $1,000,326
Net earnings por ordinary share (basic and diluted) Egm 14 0.34

KPMG Audit
- Earnings before [nterest, Taxatos, Deprecation and Amoctisbion. Undes this deCiniteon, gaws and bases i ol dodvwripofofpbe doted
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Cinema City International M.V,

DIRECTORS' REPORT

Revennes

Total revenues from cinema-related operations increazed by 10,1% from EUR 116.4 million during the six
months ended 30 June 2010 to EUR 128.2 million during the six months ended 30 June 201 1.

Theatre operating revenues increased by 9.9% from EUR 106.3 million during the six months ended 30 June
2010 1o EUR 1169 million during the six months ended 30 June 2011, The increase in theatre operating
revenues was mainly due to the contribution of the Palace Cinemas chain and new cinemas opened during
2010 in Bulgaria and Romania. This increase was partly offset by the fact that the first half of 2011 did not
generate 3-D blockbusters comparable to Avatar and Alice in Wanderiand, which dominated the sereens
during six months ended 30 June 2000,

Distribution operating revenues increased by 13.6% from EUR 9.1 million during the six months ended
30 June 2010 to EUR 10.3 million during the six months ended 30 June 2011. The increase is mainly due to
two factors: (1) increased distribution activities in Israel following the agreement signed in September 2010
with the lsraeli film distributors A.D. Matalon and (2) an increase in the Company’s revenue generated from
movie distribution to the Israeli TV networks due to the lsreeli distribution arm’s recent reassessment of
revenue recognition estimates. The increase in the Company's film distribution activities in Bulgaria and
Romania also contributed to the increase of the film distribution revenues. This increase was partly offset by a
weak supply of movies in Poland and Hungary during the six months ended 30 June 2011 in which the
Company had distribution rights compared to a better supply of such movies during the six months ended
30 Jume 2010,

Other revenues remained at a similar level: EUR 1.0 million during the six menths ended 30 June 2011 and
the six months ended 30 June 2010

During the six months ended 30 June 2011, there were no revenues from real estate-related activities, whereas
during the six months ended 30 June 2010 total revenues from real estate activities amounted to EUR 21.2
million which were primarily atiributable to the sale of the Company’s Bulgarian real estate,

Operating cosis

Operating costs, from cinema-related operations, excluding depreciation and amortisation, increased by
18.9% from EUR 81.6 million during the six months ended 30 June 2010 to EUR 97.1 million during the six
months ended 30 June 2011, This net increase resulted primarily from the total effects of:

® an incréase in theatre operating expenses primarily explained by costs related to the new cinemas in
the Czech Republic, Hungary and Slovakia following the Palace Cinemas acquisition and the new
cinemas opened during 2010 which had full six months of operations during the six months ended
30 June 2011. This increase was partly offsel by a decrease in cost dug to the lower revenues as
described above.

The theatre operating expenses, excluding depreciation and amortisation, as & percentage of total
theatre revenue increased to 75.5% for the six months ended 30 June 2011, from 68.7% for the six
maonths ended 30 June 2010;

# an increase in distribution operating expenses as a RENHMEW:HBE in revenues as described
above, Distribution operating expenses, excluding depreciation and afokifon 4= a percentage of
total distribution revenue decreased to 82.9% for the six months ended 38 e 20717 Frdny WFA%E for
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Cinema City International MY,

DIRECTORS’ REPORT

the six months ended 30 June 2010, The decrease in expenses as a percentage of total revenue iz
mainly due to the increase in the distribution activities in lsrael as described above.

Costs relating to real estate sold amounting to EUR 88.1 million during the six months ended 30 June 2010
are primarily attributable to the cost of the Company’s Bulgarian real estate assets sold to Israel Theatres, Led.
in the first half of 20140,

Creneral and administrative expenses

General and administrative expenses decreased by 1.2% from EUR 6.5 million for the six months ended
30 June 2010 to EUR 6.4 million during the six months ended 30 June 2011. The decrease in general and
administrative expenses is mainly due to the decrease in the management bonus accroal resulting from the
decrease in net income before taxation, partly offset by an increase in general and administrative expenses
attributable to the increaze in the Company’s business activities,

Acquisition-related and reorganisation expenses

The one-time acquisition-related and reorganisation expenses are the result of the Palace Cinemas scquisition.
These expenses are associated primarily with legel, accounting and advisory fees lo consummate the
acquisition and one-time reorganisation expenses incurred in conjunction with integrating the acquisition into
the Company’s existing platform.

EBITDA

As a result of the factors described above, excluding the acquisition-related and reorganisation expenses, the
earnings before interest tax, depreciation and amortisation (EBITDA) decreased by 21.3%, from ELIR 31.3
million for the six months ended 30 June 2010 10 EUR 24.7 million for the six months ended 30 June 2011.
EBITDA including acquisition-related and reorganisation expenses, decreased by 29.5% to ELIR 22,1 million
for the six menths ended 30 June 2011,

Depreciation and amortisation

Depreciation and amortisation expenses increased by 26.8% from EUR 9.6 million for the six months ended
30 Jume 2010 to EUR 12.2 million for the six months ended 30 June 2011. The increase is explained mainly
by higher depreciation expenses due to the newly opened theatres in 2010 primarily in Poland, Bulgaria and
Romania, and due to the new cinemas acquired in the Palace Cinemas transaction.

Operating profit

As a result of the factors deseribed above, excluding the acquisition-related and reorganisation expenses.the
operating profit decreased by 42.6% from EUR 21.7 million during the six months ended 30 June 2010 to
EUR 125 million during the six months emded 30 June 2011, The operating profit including acquisition-
related and recrganisation expenses decreased by 54.5% to EUR 9.9 million for the six months ended 30 June
2011.

KPMG
EPMG Audit
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Cinema City Infernational M.V,

DIRECTORS’ REPORT

Financial income/expenses

The balance of financial income and expenses reselted in & net expense of EUR 1.1 million during the six
months ended 30 June 2011 compared to a net expense of EUR 2.0 million during the six months ended
30 June 201(. The decrease is mainly due to exchange differences caried on balances denominated in
cumrencies other than the functional currency and interest costs capitalised for the development of new
CINSmas.

Non-controlling interests

Non-controlling interests comprise the share of minority shareholders in losses from subsidiaries that are not
100% owned by the Company and amounted to EUR 0.4 million (negative)} and EUR 0.2 million (positive)
for the six months ended 30 June 2011 and for the six months ended 30 June 2010, respectively.

Met income

Az a result of the factors described above, excluding the acquisition-related and reorganisation expenses, the
Company’s net income attributable to equity holders of the parent company decreased by 43.7% from
EUR 17.5 million during the six months ended 30 June 2010 to EUR 2.9 million during the six months ended
30 June 2011.The Company's net income attributable to equity holders of the parent company, including
acquisition related and reorganisation expenses, decreased by 58.5% to EUR 7.3 million for the six months
ended 30 June 20011,

|
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DIRECTORS' REPORT

Cinema City International ™.,

Selected financial data

Revenues from claema-related operations

Reveniaes from the sale of renl cmnte

Ciperming profit excluding acguisition-related and
rEOTERNISEIOm expenses

Clperniing profit inchiding nequisismn-relsied and
rErgANISAlom capenses

Cperating income befiore laxatbon excluding sequisition-
related arxl reorgamEElOn cpEnses

Orperating incesne before taxation imcluding acqmisitions
sulated and poorganizmson expenses

Met imcome anribuianle o

eqquiny hodders of the parent company cxcluding scquisibios-
redated nnd recrganisation expenses

Met imcome afirrhucable Lo

gquity holders of the pared compary iscluding acguisnion-
related and rearganasalion oxpensed

Cesh flows fram aperating activities

Cash [bows {uaed inp from imvesmend notivities

Cash Dows froim|used in) finencing activibdes

Decrense in cash amd cash equivalenis

Tonald mssets

Pranvisions

Loagsierm linhililees

Curreni Habilities

Sharcholders” ety

Slare capieal

Average mumber of equivalend shares

Average mimber of equivalent shanes [diuped}

Bal enrnings per ordirary skare (basic and ditoed ) excluding
acqEisiticn=relaied and reorgani B0 EXpEnses

et earmngs per erdinary share (hisic and dihimed) inclading
acgmisition-relild Snd reorganisEIon expenses

EUR FLM —
(thowsands, except per shure dute)
For the six months ended 30 June

21 2010 i 2010
128,192 b3 LU | 45 AG0
2R - 364,757

12470 1.7z 49330 i B
G4 . TR 39,121 R, Aty
1308 19,747 44,711 TH.SGE
B718 14,747 34,508 TH.94G8
LN O] 17,533 3E,998 114
741 17.533 IH,THY 0,014
15042 7.7 S04 1ED,132
(34,419) 35,710 {13603 142,804
17638 {75,712} 0%, 741 (302,772
{1,0%0) {11,828 {6i43) 47,304
IAM H50.0R1 L33 453 1115514
o102 £,554 31,303 21173
48211 31,807 192,217 140, 1
1016 36 326 L p 150,606
1IB.546 203,728 511,213 B 656
512 iz 2041 21153

ST, 2UHR 2549, 367 S1L.E000G H0,4948 367
51,244,510 1,000 326 SL.244.510 31,000,336
nie 134 075 5

LN E

P ——

HHMG 055 136
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Cinema City International N.V.

DIRECTORS' REPORT

Selected financial data (cont’d)

Selected fingncial data were translated from EUR info PLN in the following way:
(i} Balarce shee! dag werd fronsiaied weing the guerage exchange rale pabliched by the Natfara! Baak of Paland far the
faar day of the pear / period.
fii) fncome Stofereend ond casht fows deie were fronslofed weing e arithmeeticnl average of average exclamge roes
prbfisthed by the Natioma! Bavk of Polad for the lost day ol every santh within year / period,

EI-I‘.‘I'IEI'LEE raie of euro versus the Polish zhody

Average Mlinlmum Maximum Period end
PLMELR = exclange rate exchange rate  exchange rate  exchange rate
2011 (1" six months) 3,954 EXTT 4080 3987
2010 (1" slx momths) 3509 31836 4177 4146

Source: Malivmal Buwk of Poland ("NEP”)

Outlook for the remainder of 2011*

While the first half vear of 2011 began, as predicted, on a less robust note than the first half year of 2010, the
Company remains optimistic regarding the film pipeline for the second half of 2011, Management believes
that the remainder of the year promises a good supply of movies that should support selid results in the
Company's territories. In Hungary, the Czech Republic and Slovakia, the Company should also benefit from
the inclusion of the Palace Cinemas screens, especially as they become fully integrated into the Company”s
operations during 2011.

The movie pipeline for the remainder of 2011 comprises many big sequel titles including Cars 2, Twilight 4,
Harry Potter3-D, Mission Impossible, Happy Feet 3-D, Final Destination 3-D as well as a good number of
new stories. In Poland, the first Polish mega prodection in 3-D, Binvg Warszowska (920, is scheduled for
release in September {and, notably it will be distributed by Forum Film Poland, the Company’s distribution
subsidiary in Poland}. It should also be noted that the number of big 3-D format movies will be released in the
second half of the year, which is different from 2010, when the two biggest 3-D titles, Avarar and Alice in
Womderiand, were on screen during the first quarter of the year.

Coming into the second half of 2011, the Company believes it has continued to lay solid groundwork for
further future growth in both operating and financial performance, adding a total of 160 screens since the
beginning of 2011,

For the remainder of 2011, the Company plans to open another 4 to 5 multiplexes, with a total of 40 to 50
screens, in Romania and Poland. The combination of acquisitions and organic growth will translate into a
total growth in over 200 screens in 2011.The Company continues the construction of the 235 screen Flanet
megaplex in Rishon Letzion, Isragl, which will contain the Company's first IMAX® in [srael. The project is
expected to open towards the end of the first half of 2012,

Even with the Company’s major focus in the first six months of 2011 on Hungary, the Czech Republic and
Slovakia with the closing and integration of the Palace Cinemas acquisition, the Company continues to be
very excited about its long term growth prospects in Romania. Upon completion of the projects currently in
the pipeline, Romania will become the Company’s second largest country in terms of number of screens in

operation, exceeded only by Poland, k M|
BiAG
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Cinema City International M.V,

DIRECTORS’ REPORT

The Company currently has binding commitments for an additional 36 sites {representing approximately 360
screens) including 25 sites with approximately 240 screens in Romania, and has entered into negotiations in
respect of a further number of sites. Notably, because the mall opening dates are dependent on the mall
developers and there is a continuing tendency in the Romanian market to complete mall construction hehind
schedule, it remains difficult for the Company to accurately estimate the opening dates of its projects.
However, the Company has seen that over the past several months the mall development market in Romania
appears to have begun to improve, which has been reflected in the commencement in construction of a
numhber of the shopping centres where the Company has binding lease agreements for new cinemas.
Therefore, the Company currently anticipates a higher number of cinema openings in the year 2013,
compared Lo the last two years. Nonetheless, as the Company, in most cases, does not begin to expend capital
for theatre constructions in its new theatres until very close to the scheduled opening date, the failure to
complete any particular mall project or even a number of projects, should not have a material negative impact
on the Company’s ongoing operations and results, since such failure would not pose a significant financial
risk to the Company. If the completion of mall projects is either delayed or cancelled. this would only impact
the rate of the Company's future growth and not iz ongoing oparations.

While the Company's management believes that current admissions will continue for the foreseeable future,
there can be no assurance that the Company will not be materially adversely impacted if, among other
potential negative trends, the current worldwide ecomomic recovery remains weak or is not sustained.
Continued sofiness in consumer spending, cven in the light of a modest economic rebound, could resull in an
ongoing weakness in ‘mall traffic’, which has historically supported theatre admissions. In addition, if
eonsumers continue to have considerably less disposable income, discretionary entertainment choices, such as
movie going, could be adversely impacted. Even if movie going itself is not materially adversely impacted,
movie poers could determine to spend less money for food and drinks at the Compeny’s high-margin
concession stands. Moreover, advertisers could decrease their use of the Company’s expanding theatre and
screen advertising services. Management has noted, however, throughout years of economic distress, movie
going often increases. Consumers desire to spend their smaller pools of discretionary funds on relatively
inexpensive forms of “escapist’ entertainment such as movie going.

* Ceripin saigments contained fn thiv half year report are posd histarical foots bt rarher srofements of fufwe. These forvara-fooking
stalementy are boved wn onr crrvend pliens, expesianions arnd projections alors fidee events Any frvard-looking sipfements speal
only ax of the dive Py are orade and are suljecr fo anceriainties, senmepiions god rizks that sy cawse e events fo olffer meierially
Sem fhose anticipared in any forward-leoking siatemenr, Sich foward-looting stavemenis tncltiude, witheur limiation, brpeovements
in progesy and aperations, rew business apporivaiiies, penformance ggainsd Compan s forgeis, e Jroects, fwlere markets jor e
Cmampamy & products amd adiver rend prajectisas. Foe the svoldence o ey doubes. ol ball vear report does ned cantain gy forecasr
ahou the -!_T.-:lmlﬂ_]"s @ s E.':Ipl'l'ﬂ'!mlﬂn:":l h'_l']m‘rm‘m'n:':ln’.u
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Cinema City International MY,

DIRECTORS® REPORT

Additional information to the report

Mujor shareholders
To the best of the Company’s knowledge, as of the date of publication of thiz report, the following
shareholders are entitled to exercise over 5% of voting rights at the General Meeting of Shareholders in the

Company:

As of 28 Angust Imereased Ag of 30 Jume 2801 Ingresse’  As ol 31 Decemsher
i {deerease) Mumber of shares’ (decTease) o
Number of shanes! Mumher %% of shares Mumber of  Member of shares’
%h of shares ol shares share % ol ghares
I.T, Intenational Thistres Ld. 21580905/ 27,589,506 27 580996/
5389 53 B9 3380
Aviva Cihwarty Fundusz 50004, 326/ 5004326/ 5,004,526
Emerytalny Aviva BE WHEK 9.77% 977% 9,77%
Aviva Investors Palamd 5.A. 2098 AT 2098 4790 2908 AT
5.86% 5.84% 5B
B WBEK ATR T 5.A. 060,045/ T, 0480 20861045
5.20% 5P 5.20%

Changes in ownership of shares and rights to shares by Munagement Board members in the six months
ended 30 June 2011 until the date of publication of the report
Changes in ownership of shares by the Management Board members are specified below:

Asal 28 Aupmst A= ol 3 Jene Inereasel As of 3] December
1 p{] {ecriasc) i Ll
mumbeer nf shmres! Mwmibier of Mumber of Mumbstr of
% ol shares sharea™% of shares shares shares' ¥ ol shares
Moshe Greidinger® Lo ARDOL 1Y L E22 409 9, 5RA, 1 MK
20.47%% 20.33% 18.7 2%
Amns Weltsch Mons Mone - Mone
lirael Greddinger™ I AR 11, 4008, 5 34/ RI2.404 9, 8%, 1500
4T 20.33% 1. 7%

% The shares hold by Messrs Mashe and Ismel Geeidirger a0e held indinzctly through 1T, International Thestres: Lid. On 4 Jonuary 2011, bracl
Thentres Lid. purchessd part of it3 own shares from ooe of the shareholders. As @ resall, the romber of shames indirecily beld increazed by
E22 409 for cach, Towend the end of Aupast 2011, [arae) Theares Lid, purchased part of its own stares from one of the sharebolders. As a resull,
the numbier of shares indiwectly held imcreased by 71,472 Tor ¢ach

Rights to shares
The members of the Management Board did not own or receive any rights to shares in the Company during
the period 31 December 2010 until 28 August 2011.

Changes in ownership of shares and rights to shares by Supervisory Board members in the six months
ended 30 June 2011 until the date of publicarion of the report

The members of the Supervisory Board did not own any shares and/or rights to shares in the Company diring
the peried 31 December 2010 until 28 August 2011,

—
Changes in the composition of the Supervisory Board anﬁaﬂuugpmm
Mone KPMG Audit
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Cinema City International N.V.

DIRECTORS’ REPORT

Additional information to the report (cont’d)
Representation concerning financial statements and Directors’ report

The Management Board hereby declares that, to the best of their knowledge, the condensed consolidated
interim financial statements as of 30 Jume 2011, which have been prepared in accordance with 1AS 34
"Interim Financial Reporting” as adopted by the European Union, give a true and fair view of the assets,
liabilities, financial position and profit or loss of the Company and the undertakings included in the
consolidation as & whole, and that the Directors’ repont includes a fair review of the information required
pursuant to section 5:25d subsections 8 and 9 of the Dutch Financial Markets Supervision Act (Wet op hel
Fnameiee! foazichir).

Oiker
As of 30 June 2011, the Group has issued guarantees for loans that in total amount to EUR 12.0 million and
PLN 255.5 (EUR 63.8) million in connection with loans provided to subsidiaries.

As of 30 June 2011, the Group has no litigations for claims or liabilities that in total exceed 10% of the
Group's equity,

The following net movements in the Group’s main provisions took place during the six months ended 30 June
20 1;
- an increase in the provision for deferred tax habilities of EUR 1,091,060 (an increase of EUR 7,000
during the 3 months ended 30 June 2011);
- a decrease in the provision for accrued employee retirement rights of EUR 128.000 (a decrease of
EUR 4,000 during the 3 months emded 30 Tune 2001 %

The Management Board

Moshe 1, (Mooky) Greidinger Amos Weltsch o larael Greidmger

President of the board Menagement boand Management board

General Director Crperational Director Financial Director
T F &1

Rotterdam, 28 August 2011 KPMG

Lacumant to which our report dafed

78 AUG 2011 @u

Imtiats Pod ldandilation purposes
KEHEMNG Accountants M.

o il
2 THEORS



Cinema City International M. V.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

i June 31 December 30 June
Moke il 20in 2014

(Unawdibed) [Avdited)  {Unandifed)
EUR [thomsands)

ASSETS
NOMN-CURRENT ASSETS
Intangihic assels 10,915 801 997
Property and equipment 14 256,967 231,761 20,3490
referred tnx assel 1839 2030 1,939
Forekgn currency exchange contructs 9 - - ki
Total non-corrent assels ol ey d | 234,542 111,354
CURRENT ASSETS
Inventories 5.0l 4,660 4.407
Receivables
Trade accounts receivable 13,019 13,387 11,782
Receivable from relobed parties 15,749 13,622 13,322
Incoime Lixes receivable 378 1,61 436
Cdlwer accounds receivable and prepald expenaes 13,833 11,546 13,282
Total receivables 42,979 TTRAT 40,722
Financlal asseis
Farelgn curteney exchangs contracls b ] 45 o] 1,319
Markelzhle securilies 46 154 164
Tutal fTranclal mssels ki 280 1,683
Liguid fands
Cash ard cash squividents BA47 10527 10,588
Shart-term bank deposizs - collmeralised 335 31 3
Totad Ngwid fimads 1,182 10,856 IR
Total carrent asseis 57,713 57,412 57,726
TOTAL ASSETS 329454 o2 DMk 209 B2
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Cinema City Interpational MY,

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

30 June M Decenher b June
Muote 00 200 o1l
__(Unaudited) [Audited) {Unsadited)
EUR {thousamds)
SHAREHOLDERS EQUITY AND LIARILITIES
SHAREHOLDERS' EQUITY
Share capital 10 512 il 512
Shage premium reserve 92,1 42,044 Q2144
Accumulnted currency translation adjustinvent 117 2474 {3.801)
Hedge reserve (43} 13 1,255
Retaied eamings 1334146 126,527 113,618
Total equity pttributable to equity holders of the Company 218,346 221,731 03,728
Mim-controlling interest (4,550 {4.957) (4,779
Todal equbly 224,207 216,773 158,949
LOMG-TERM LIABILITIES
Lomgsterm Inans, net of current peaion 15 35642 15 D62 22472
Acerued employes retitsment rights, net il EEL 631
Drefierned tan liabilitics T AR G403 5,903
Finaneial leass 1070 1,215 1,550
Criheer long=icom linbilithas 3397 3,342 3,231
Todal leng-term Habilltles 45,211 3,732 53.R07
CURRENT LIABILITIES
Shori-tzrm borrewings I5 20,031 121n #6354
Trade acciunis pavable 13,509 02 Q.19
Pavable to relabed panios 176 x4 162
Emploves and paytoll pccruads 2,715 203 1,053
{)her socoumts payable 20183 20,136 15,715
Foreign curmency exchange condracts b 102 - -
Taotal carrent labilities 57016 44,505 16,324
Total linhilities 105,227 153231 133
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 319434 202,004 2641162
/T
KPMG'
KPFMG Audit
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CONSOLIDATED INCOME STATEMENT

Cinema City International NV,

Contimuing operatinms

Reverues from cinema- related operations
Ciperating costs [rom cinema-related operniions
Gross margin from cinema-related operationg

Bugvenues from the sake of renl esize
Orperating costs of real estate sold

Grroas margin from sake of real estate

Total revenues
Total aperaling costs
Total gross margin

Gieneral and pdministrutive expenses
Acquisation-rebsied and reorganisntion cxpenses
{hpernting profit

Fimnrcind income

Finasclal mipenses
TLoss on digpesals & write-off of other irvestments

Dperating income before taxation

Income lax expenss
Net income from continming operalions

Discontimeed pperatins
Liss from disconimuosd operations

Med income for the perkod

Attrihutmble ts

Equity holders of the Company

mun-conimolling interest related to contimusd operations
Mon-conirolling interest related 1o discontamued operations

MNet income for the period

Fuor the & For the 3 Faor the & For the 3
months ended  months eaded monihs ended months ended
A0 June 2008 38 June 2001 30 Jume 2000 b June 2010
{Unaudited) {Unaundited) {(Unaudited) (Unnudited}

EUR {thousands)
128,192 62 404 i16,394 26,307
9200 AT = 01,255 i) L2
18,902 B027 25,139 6191
i 91,212 br212
EH.125 BH.125
- 3087 3__{I'£'[_
128,192 hldnd 207,606 137,329
(LA ] 54377 179,380 2K 251
18,502 RAOZT 28226 o278
6426 2,437 6504 291
1542 17 . -
E,JHI #9703 21,722 6,567
63l i1 | ) 20
{1,751) {8635} (2.355) {1 4460
{4H) {42} = 20 {26}
#7246 4.5 19747 5,133
(1,034} {369) (1353} (253
T2 1958 17,395 4,BR3
. - (& e
T.60% 3958 17.326 4 802
7281 3647 I7.533 4,827
411 3 {204} 22y
: - (k] 3
TH32 3958 17,326 d_ Bz

kbiG!
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Cinema City International M.%.

CONSOLIDATED INCOME STATEMENT

Met income attribafalle (o
ciquily hobders of the Company

Earnings prr share

Weighted avernge number of equivalent shares

Weighted averape number of equivabent shares {dikuted)

Met earnhngs per share for profit atiributable to
the vwners of ike Company {basic and dilaed)

Met earnings per share for profit from continaing
opeerations atielbutable to the owners of the
Company {basic and diluted)

For the & For the 3 For the & For ihe 3
moaths ended  months ended months ended months ended
M Jone 2001 b Jume 2011 S Jume 20040 M FJune 2000
(U naudited) (Unaudited) {Unaadited ) {Unaudited)

EUR

{thousands, cxcept per shore dota and number of shares)

7281 647 17.523 4,827
51,204,001 51,200 50,949,367 152,233
51,244,510 51,240,837 51,000,324 S1LID3, 193

LNE] .07 .34 0.0k

.14 007 054 0.0

I
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Cinerna City International N.V.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the & For the 3 For ihe 6 For the 3
months ended  months ended months ended ot ended
3 Fune 30 Jume S0 June 30 June
2011 PN 2010 @10
{Unawdited) {Unaudited) i U mantited ) (U mawdided )
EUR {thousands)
Ml ineome for the periad b 1958 17,324 4,802
Cither comprehensive income
Fareign exchange wranslation differences {150 14 3 {B219)
Effective portion in Fair value of :
cash flow bedpes, net of fax ' (118) (5] {19 |
Oiher comprebessive income, net of fax {266y [EET 12 {T.548)
Totnl comprehensive income for the peried T,426 3914 17,3358 (3, 146)
Attribuinble ta:
Equity hobders of the Company 6,804 ERL 18,130 (2,004)
TMon=controlling intest 18 kL (T (2423
Totzal comprehensive income for the period TAM 914 17,338 {3,144)

' Represents changes in fale value adjustment of cash flow hedges related to part of the Company’s fiature transoctions denominated

in correncies other tham the functional curmency,

KPMG Audit
Doowmant to which our raport dated

28 AUG 2011 @
14



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Cinema City International M.V,

Bakamoe gs of 1 January 2001

Share bnsed paymenis
under the stock option plan

et lneoee for the period

Foreign currency
irumslation ad justment

Fffective portion in fair
voluse of cash fow hedpes

Balamce a5 of 30 Jupe 2011

Hulance ps of 1 January 2010

Issme of new shares

Skare hased payments
under ihe stock aption plan

ed imcome for the perbod

Foreign curroncy
tramelntion adjustment

Effective portion in fair
value of cash flow hedges

Balance as of 30 June 2010

Share Share  Accomslated Hedge Hetzined Tudal Mon Todal
caplial premium  CRTERCY  peperve cHIMiRES controlling  equity
transiation inierest
sl jusimens
EUR (thousands} - Unsudited
511 03,144 2474 T3 15T 220,TH0 (4,587 116,773
- i L . 8 E ]
= = T.2E1 T, 281 411 TH91
= = (35T} - - (35T 2 (150
- . - {118) - (116) < (18]
51T 92,044 07 (43} 133,16 28,546 (4339 12407
Share  Share  Accomaloted Hedge Hetained Total ™on Toazl
capltal premism  €RTCAEY  pegprve  EATMiRES cantrolling  equity
transiation et
ol st i
EUR (thousands} - Unawdited
508 10,377 (4417} 1274 b, 0154 183,796 [1,9H7) | 74 ROG
4 1,767 - - 1,771 1771
= il 31 3l
17,535 17,533 (207 17,326
- Gl - - falih {5H5) 3l
" - {1 - {19 {19
512 o144 {380 1,235 113,618 MATIE (4,779 14 Gdd
— T
KPMG Audit
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Cinema City International N.V.

CONSOLIDATED STATEMENT OF CASH FLOWS

For the six manths ended 3 June

J011 zala
(Unamdited) [Urlﬂ.l.!:llttﬁ'
EUR {thousands)
Cash fAows from operating activities
Operating profit 9,804 21,722
Discontinued operation sdjustment (o operating profit - 85
Adiustmenis o recorcile nel income fo el
cash provided by operaling achivifies:
Depreciation and amortisation 12,189 0674
Decrepse in provision related to onerous lease contracts - (R
Decrease in accrucd employvee rights upon reliremend, net 5y [20)
Interest recaived 631 1,076
Inderest paid {1,751) {3.084)
Income taxes paid {5) {1,508
Operating fncome before working capital 2863 27,1583
{Increasel/decresze in inveniories {331} 774
[recrease in trade accounts receivable 1,550 4,388
Increase in prepaid expenses and other receivables (83} {dd2)
{Ingreaseddecrease in governmental institutions {597) 555
Decrease in long-temm film distnibution costs
and deferred expenses 516 335
Dlecresss in acoounts payable (6484) (5,004
Increase in emploves and payroll accruals 300 59
Met changes in related parties (499 (103)
Equity share-based payments : L 3l
Net cash from operating activilies 15,042 27.790
Cash Mows from investing nelivities
Purchase of property and equipment and other assels” (15.804) {17.598)
Investments in intangible fixed assets {459} (&9}
Investments in investment properties’ . {4,511}
Investment in assets classified os held for sale - (4,507)
Sale of subsidiaries, net of cash disposed of - 70,549
Proceeds from dispesition of property and equipment and imtamgible assers 226 L
Shori-term bank deposits - collateralised ] (118)
Changes in payables to tax authorities related to investment activity - [B,493)
Changes in marketable securities 141 13
Acquisition of subsidiaries. net of cash aoquired (15.426) =
Net cash (used in}from investing activilies {34,417 HE
* Taking inko acoount movemenis in Investmend creditors, R |y S

** Taking inio account movemends in other non-cash activites, HP | G |
KPMG Audit
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Cinema City International N.V.

CONSOLIDATED STATEMENT OF CASH FLOWS

For the six months coded 30 June

i1 210
(U maudifed } {Unsud bted
EUR (thousands)

Cash flows from financing activities

Proceeds from long-term loans 35395 10, kG
Repayvment of long-term loans (20,087} [88.083)
{ Decrease)increase in long-term payables {560} 341
Short-term bank credit, net increass 2,850 163
Proceeds net, from new shares issued - 1,771
Met cash from/{used in} finsncing activities 17,638 (75,712)
Foreign currency exchange differences on cash and cash equivalents 50 383
Decrease in cash and cash equivalents (1,680 (11.82%
Cash and cash equivalents at beginning of year 10,527 22447
Cash and cash equivalents at end of period §.847 10,588

KPMG Audit
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Cinema City [nternational M.V,

MNates to the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 20011

Note | — General and principal activities

Cinema City International N.V.("the Company") is incorporated and domiciled in the Metherlands. The shares in
the Company are traded on the Warsaw Stock Exchange. As at 30 June 2011, 53.89% of the outstanding shares
in the Company are held by 1.T. Intemational Theatres Ltd. {“ITIT™), incorporated in Israel. The Company. its
subsidiaries and joint ventures are principally cngaged in the operation of entertainment activities in various
couniries including: Poland, Hungary, Czech Republic, Bulgaria, Romania, Slovakia and lsrael, The Company is
also engaged in managing and establishing its own entertainment real estate projects for rental purposes, in
which the Company operates motion picture theatres. In addition, the Company is invelved in short-term and
long-term real estate trading in Central Eurepe, The Company’s business is in large dependent both upon the
availability of suitable motion pictures from third parties for exhibition in its theatres, and the performance of
guch films in the Company’s markets.

The Condensed Consolidated Interim Financial Statements of the Company for the six months ended 30 June
2011 comprise the Company and its subsidiaries and joint ventures (together referred to as “the Group™) and the
Group’s interest in associates,

A list of the companies from which the financial data are included in these Interim Condensed Consolidated
Financial Statements and the extent of ownership and control are presented in the Company's Consolidated
Financial Statements for the year ended 31 December 20190. Entities newly included in consolidation during the
six months ended 30 June 2011 are disclosed in Note 5.

The consolidated financial statements of the Group for the yvear ended 31 December 2010 are available upon
request from the Company’s registered office at Weena 210-212, 3012 NJ Rotterdam, the Netherlands or at the
Company's wehsite: www.cinemacity.nl/en.

Note 2 — Statement of compliance

These Condensed Consolidated Interim Financial Statements have besn prepared in accordance with 1TAS 34
[nterim Financial Reporting. They do not include all of the information required for full annual financial
statements, and should be read in conjunction with the audited 20010 Annual Accounts which have been prepared
in accordance with International Financial Reporting Standards {IFRS) as adopted by the European Lnion.

The 30 June 2011 Condensed Consolidated Interim Financial Statements were authorised for issue by the
Management Board on 28 August Z011.

T
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Cinema City International MW,

MNotes to the Condensed Consolidated Interim Finaneial Statements for the six months ended 30 June 2011

Note 3 — Accounting policies

The accounting policies applied by the Company in these Condensed Consolidated Interim Financial Statements

are the same as those applied by the Company in its consolidated financial statements for the vear ended

31 December 2010, except for the adoption of the following new or amended Standards and Interpretations

applicable to annual reporting periods beginning on or after 1 January 2011 as noted below:

«  Amendments to [AS 32 Financial instruments: presentation: Classification of Rights Issues — effective for
financial years beginning on or after 1 February 2010,

« [AS 24 Related Party Disclosures (revised in Movember 2009) — effective for financial years beginning on or
afier 1 January 2011,

v Amendmemts o IFRIC 14 1A% 19 — The Limit on a Defined Benefit Assel, Minimum Funding Requirements
and their Interaction: Prepayments of a Minimum Funding Requirements - effective for financial years
beginning on or after 1 January 2011,

« [FRIC 19 Extinguishing Financial Liabilities with Equity Instruments — effective for financial years
beginning on or after [ July 2010,

« Improvements to IFRSs (issued in May 2000} - some improvements are effective for annual periods
beginning om or after 1 July 2010, the rest is effective for annual periods beginning on or after | January
=011.

Adoption of the above new standards and amendments to standards did not have an impact on the financial

position or performance of the Group.

Taxes on income in the interim periods are accrued using the tax rate that would be applicable 1o expected total
anmual earnings.

Note 4 — The use of estimates and judgements

The preparation of financial statements in conformity with IFRS requires management to make judgements,
estimates and assumptions. These judgements, estimates and assumptions affect the reported amounts of assels
and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the roporting period. Actual results could differ from those
estimates, [n preparing these Condensed Consolidated Interim Financial Statements, the significant judgements
made by the Management Board in applying the Group's accounting policies and the key sources of estimation
uncertainty were the same as those applied to the consclidated financial statements for the year ended
31 Drecember 2010 except as described below.,

Change in estimate

During the six months ended 30 June 2011, the Group conducted a comprehensive review of its revenue and
expenses recognition procedures regarding the distibution of movies to TV-platform which resulted in a
reduction of the expected period during which such revenue and related expenses are recognised. The effect of
this change in accounting estimate {s an increase of revenue and expenses recognised duning the first year of
distribution and a decrease in following years. The net impact of the change in estimate on the Company’s result
for the six months ended 30 June 2011 is an increase in gross margin of approximately EUR 0.7 million in respect
of the distribution contracts which were not yet recognised as at 31 December 2010, If the Company would not
have changed the accounting estimate, this net income would hapghgui?mgnimﬂ in the next five years,

KPMG' KPMG Audit
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Cinema City International W.W.

MNotes to the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 2001

Note 5 — Changes in Consolidated Entities

Changes in consolidated and associated entities during the first six months of 20011:

Enrity newly In consolidation:

- Palace Cinemas Czech s.r.o., 100% owned by the Company. incorporated in the Czech Republic

= Palace Cinemas Hungary Kft, 100% owned by the Company. incorporated in Hungary

= Palace Cinemas Slovak Republic s.ro., 1008 owned by the Company, incorporated in Slovakia

= Palace Multikino s.r.o., 100% owned by the Company, incorporated in Slovakia (in May 2011, the name of
thiz company was changed 1o Cinema City Slovakia s.r.o.),

All of the companies above were acquired as part of the Palace Cinemas acquisition in January 2011 {see Note B).

- Forum Film Slovakia s.ro., 100% owned by the Company, incorporated in Slovakia in May 2011, This
entity specialises in the distibution of movies in Slovakia.

Note 6 - Functional and reporting currency and exchange rates

A. Functional and reporting currency

The functional currencies of the operations in Central Europe are the relevant local currencies: the Bulgarian
leva, the Czech crown, the Hungarian forint, the Romanian new lei and the Polizh zloty, The functional currency
of the operations in Istaelis the New Israeli shekel (NIS). The financial statements of the above mentioned
foreign operations are translated from the respective functional currency inte euro {presentation currency of the
Company) for both 2010 and 2011 as follows:

Azsets and liabilities, both monetary and non-monetary are translated al the clozing exchange rate. Income
statement items were translated at the exchange rates at the dates of the transactions, Foreign exchange
differences arising on translation have been recognised directly in aquity.
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Cinema City International M.V,

Notes to the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 2011

Note 6 — Functional and reporting currency and exchange rates (cont'd)

E. Exchange rates

[nformation relating to the relevant euro exchange rates (at end of period and averages for the period):

Exchange rate of curo

Crech Hungarinn Prlish s laraek Homnnia
As of CROWT farini oty dollar shekel mew bei
(CFEK) (I} (FLM) (USE) {M15) (RN
30 June2011 24.37 267.38 ERLT 1.44 4.94 4.20
31 December 2000 25.29 280.03 3.97 1.33 4.74 4.30
30 June 2000 25749 28714 4,14 1,22 4,76 439
Change during the period a W % e " Y
211 (6 months) (3.64) i4.52) .76 527 4.22 {133)
2019012 months} {4.28) 27 {4.11] {6.949) {12.87) 118
2010 (6 months) {2.38) 5,32 057 {14.83) {12.57) 338
Exchange rate of enro
Crech Hungarian Palish s Israchi Romanka
Average for the pericd CFOWT Forint zhody dallar shekel mew bei
{CEK) (HUFy  (FLN} (UsD)y ANIS} {RON)
2011 {6 months) 1435 169.51 3.95 1.4 4.4 4.18
2000412 months) 25.32 27504 4.00 1.33 4,05 4.2
200006 months ) 2576 27212 4. 1.33 4.599 416
Change during the period L Vo o Y Y i
201 1(6 months) (3,83) {1.33) (1.25) 5.26 {20 (0.95)
2010 {12 months) (4.38) {1.B5) (7.83) (4.32) (051 (.71}
200106 msonths) (2.70) (3217 {756 {464 (872} (2.11%
Exchange rate of euro
Crech Hunpariam Folish s Israelt Homanin
Average for the guarter LFOWE forimi oty dillzr shekel new lei
cnided 3 June (CEK) (HUF) (FLN) {UusDy  (NIS) (| RN
o1 24.32 2436 3.9 1.44 4,05 4.13
2010 25.60 27486 4.02 1.28 4.81 4.1%
Change quarier over quarter e o o i i %o
2011 (5.0 (3.0 (1.49) 1250 1.7 (1.43)
2010 {£.19) (4.24) (87T IR {ENE S (.48

Hince the exchange rate of Bulgarian leva veraus the curo for the applicable pod g&ﬁﬁﬁﬂﬁr@% fable is ot added.

[he exchange rate for the applicabls periods used is 195583 Bulgarian leva for ome suro,
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Cinema City [ntemational M.V,

Maotes to the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 2011

MNote 7 — Commiiments and contingent liabilities

The Company and its subsidiaries did not enter into any new agreements or contracts that resulted in additional
significant commitments or contingent liabilities since 31 December 2010 except for the matter described below,
the commitments, contingent labilities and liens a5 disclosed in the Company’s Annual Accounts for the year
ended 31 December 2010 have not materially changed as at 30 June 2011, except for further commilments to
open new cinemas as part of the Company's expansion plans and except for new commitments and securities as
disclosed below.

As part of the Palace Cinemas acquisition in January 2011 the Company assumed EUR 6.6 million in existing
debt of the acquired companies including existing securities such as pledge over properties, share capital and
receivables,

During the six months ended 30 June 2011, the company signed agreements to purchase over 400 digital
projectors. As of 30 June 201 1, the remaining commitment according to the mentioned agreements is to purchase
additional 336 digital projectors. The total amount of the commitment is approximately Euro 10 million.

During the six months ended 30 June 2011, the Company provided a guarantee for new loans to a Polish bank
totalling PLN 67 million (EUR 17.0 million). As of 30 June 2011, the Group has guarantees for loans that in

total amount to EUR 12 million and PLN 255.5 million {(EUR 63.8 million) in connection with loans provided to
subsidiaries,

Note 8 — Acquisitions

Om 19 January 2011, the Company signed a share and asset purchase agreement with Palace Cinemas {Central
Europe) B.V, (*Palace Cinemas"), under which agreement the Company acquired 100% of the shares in four
Central European subsidiaries of Palace Cinemas, notably: Palace Cinemas Czech s.r.o. Palace Cinemas
Hungary Kf, Palace Cinemas Slovak Republic sro. and Palace Multikino s.ro. and related assets. The
acquisition comprised in wtal 15 multiplexes with 141 screens in the Czech Republic, Hungary and Slovakia
plus a leasing agreement for | multiplex with 8 screens in Ostrava, the Czech Republic planned o be opened in
2012,

Under the share and asset purchase agreement with Palace Cinemas, the Company is also rendenng selected
management services, during a transitional period, for the 8 multiplexes (with 48 screens) operated by Palace
Mozi Kft, a Hungarian subsidiary of Palace Cinemas that was not acquired by the Company. In May 2011, the
landlord at 3 of these multiplexes terminated the lease agreement with Palace Mozi Kt and. in mutoal settlement
of cutstanding amounts owed by Palace Mozi Kft, assumed control of the assets of these multiplexes. Upon
taking control, the landlord immediately leased the space occupied by these 3 multiplexes to the Company,
which is currently operating these theatres.

At the closing, the Company paid EUR 21,374 thousand to the seller and assumed ELIR 6,546 thousand in
existing debt of the acquired companies. The acquisition was financed from the Company’s existing cash and
from available credit lines, The fair value of the totzl consideration transferred as at acquisition date amounts to
EUR 21,374 thousand,

The Company, supported by an independent valuation ﬂmﬁ&W—Jm fair value of assets acquired and

liabilities assumed on scquisition date (Purchase Price Allocation). The &%féds éfichie cost of the business
acquired over the fuir value of identifiable assets and liabilities resulted in goadwill! 1o whish our repoe dated
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Cinema City International M.V,

Nuotes to the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 2011

Note 8 — Acquisitions (cont'd)

As disclosed in the Company's Condensed Consolidated Financial Report for the three months ended 31 March
2011, an amount of approximately EUR 7.8 millicn was initially recognised as goodwill in connection with the
acquisition. However, during the second quarter of 2011, upon completion of the valuation of the new business
combination, the amount recognised as goodwill was adjusted to EUR 8.8 Million. The goodwill 15 mainly made
up of future economic benefits including post-acquisition synergies and of future potential growth.

The Palace Cinemas were acquired effectively as of 1 January 2011, Bearing in mind the immediate
reorganisation and imtegration of these cinemas inte the Company’s operations, the Palace acquisition is
estimated to have contributed revenue of approximately ELIR 17.4 million.

The following summarizes the consideration transferred, the recognised amounts of identifiable assets acquired
and liabilitics sssumed at the acqguisition date and the recognized goodwill:

EUR {thowsands) —
{Unudifed)

Identifiable assets acquired and liabilities assumed
Property and equipment 20,248
Intangible assets w7
Trade accounts receivable 1,317
Inventories 295
Deferred tax assets 1010
Other accounts receivable and prepaid expenses 2,195
Cash and cash equivalents in subsidiaries acquired 2,948
Long-term loans assumed {6,544)
Other long-term liabilities (613)
Deferred tax liabilities (967)
Trade accounts payahle (3,992)
Emplovee and payroll accruals i404)
Other accounts peyvable 3,940
Total net identifiable assets 12,548
Recognised goodwill 826
Total consideration 21,374
Less: cash and cash equivalents in subsidiaries acquired 2,948
Total net cash consideration 18,426

The Company incurred acquisition-related costs of EUR 2,582 thousand associated primarily with legal,
accounting and advisory fees and one-time reorganisation expenses in conjunction with integrating the
acquisition into the Company’s existing platform, These amounts have been included in the Consolidated
Income Statement as Acquisition-related and reorganisation expensg.—

HPMG '_._- PRG Audit

Cocumant ta which aur mpon daiss

28 AUG 201 @ e

plsg ¢wlars
Inetiale 1or elentifcation puwpeses

KPMG Sceouniants MY



Cinema City International M.V,

Notes to the Condensed Consolidated Interim Financial Statemenits for the six months ended 30 June 2011

MNote 9 — Financial instroments

Exposure to credit. interest rate and currency risks arises in the normal course of the Company's business. These
risks are described in full detail in the 2010 Annual Accounts. As at 30 June 2011, the Company has hedged
some of its USD expenses through June 2011 in respect of its Polish, Hungarian and Czech theatre operations,
against the Polish zloty, the Hungarian forint and Czech crown, respectively. In connection with these
obligations, the Company has entered into the following forward foreign exchange contracts:
{1} contracts comprising a commitment to bay LISD 400,000 at the beginning of each month until May 2012
at fixed prices denominated in Polish zloty;
{2} contracts comprising a commitment to buay LISD 255,000 at the beginning of each month until May 2012
at fixed prices denominated in Hungarian forint:
{3) contracts comprising 8 commitment to buy USD 90,000 at the beginning of each month until August
2011 at fixed prices denominated in Czech crown.

Forward foreign exchange contracts have been valued in the Condensed Conzolidated Statement of Financial
Position at 30 June 2011 at their fair value. The valuation of contracts is booked directly into equity in a separate
Hedge reserve. The Company designates these contracts to hedge future cash flow fluctuations deriving from
differences between the USD against local currency as described above. Amounts are released from the Hedge
reserve to profit or loss when the future transaction is settled.

Mote 10 — Share capital

The authorised share capital of the Company consists of 175,000,006 shares of EUR 0,01 par value each.

The number of issued and outstanding ordinary shares as at | Janwary 2011 was 51,200,000 and rernained
unchanged during the first half of the financial year 2011.

All shares issued and outstanding at 30 June 2001 have been fully paid.

Note 11 — Related-party transactions

There were no material transactions and balances with related parties during the six months ended 30 June 2011
other than were already disclosed in 2010 annual accounts.

Note 12-Discontinued operations

Towards the end of 2009, the Company decided to terminate its DVD distribution activities in Hungary as well
as in the Czech Republic. The film distribution activities in these two countries have been taken place in an
unpredictable market environment making it difficult for management to derive real growth and profitability
from this segment. The consolidated income statement for the six months ended 30 June 2010 comprises the
results from film distribution activities in Hungary and the Czech Republic which were discontinued in 2001 0.
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Cinema Cily International MY,

Naotes (o the Coodensed Consolidated Interim Financial Statemenis for the six months ended 30 June 2001

Note 13 - Segment Reporting

The Group's operations in Israel and Central Europe are organizsed under the reportable segments, as described
below, which are the Group's major business segments. The strategic business units offer different products
and services because they require different processes and marketing strategies. For each of the strategic
business units, the Management Board reviews intemal management reports on at least a quarterly basis. The
fellowing summary describes the operations in each of the Group's reportable segments:

- Theatre operations.

= Distribution — Distribution of movies,

- DVD distribution {discontinued — see MNote 12),

- Other - this includes the Company's cinema-related real estate activities and the sale of real esiate,

Faor the six months ended .'!_B Jume 2011
ELUR {thousands) — { Unapdited)

Theatre

operations Diistribution (Mber  Eliminations Consolidated

Revenues
External sales 116,883 10,305 1,004 - 128192
Infer-segment sales G i 555 - (6,564] .
Tatal revenues 114 852 16, Bl 1,004 {5,564 128,152
Segment reslis 26l BTl 407 - S804
Met financial expense (1,120
Met b on disposals {4%)
[ncome ties 01,0540
Mar-controlling interests (411)
Ted incomes 281
—_——

S0 June 20H1 =
EUR {thomsands) — (Unawdited)
Theatre
operationg Distribution Ofher  Unalboeated Consolidated
Begment asiels 299,403 L0, 1E3 L, O 3830 329,434
Segment liabilities 33,136 i, 101 2821 a3, 16Y I, 227
Capdtal expenditure 17,783 AGH . - 18,251
T
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Cinema City International M.V,

Motes (o the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 2011

Note 13 - Segment Reporting (cont'd)

For the slx months eaded 30 June 2000

EUR (thousonids} = (Tnpudited)

v Liss:
alistri-
bution IHseom- Condi-
Theatre {discon- Elimi- Consie timoed nuing
uperations  Distribution tinmed)  CHher natinns lidated operations Operations
Revenues
External sales 104,328 2.006% 2] B2200 - 209947 2341 207,606
Imier-gegnsont sales® A4 4,612 14 {EBAT2) - . =
Todal revenwes 106,374 15681 1,355 52209  (6.6T2) 2059547 2341 207,806
Segment results 18,554} it 85 3104 21,807 a5 21,722
Ml Minancial expensc {2 A8 {33} 1 1.953)
Mei loss on dispasals (17 3 (20
Iriciames tasies 12 A456) i 104} {2,350
MNom-contrelling interesds 20T 3 gy
Het incods 17,333 {56} 17,599
30 June 2010
EUR (thowsands) — (Unaudited ) o
ovD
Theatre distribution
nperations Dstribution  {dizcontinsed) Chiher Unaflocaied  Consolidated
Sepment assets™ 26,295 11,343 1,343 17,50 1,939 2pd a3
Segmicaf lxbilkies 2161 3,155 3083 125 37008 133
Capital expendiiore 14,02k a9 - 4511 | 8,608
* Reclassified for comparison purpose.
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Cinema City Intemational .Y,

Motes to the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 20011

Note 14 — Property and equipment

During the six months ended 30 June 2011, the Company acquired assets with a cost of EUR, 17,792 thousand
{#ix months ended 30 June 2010: ELIR 14,015 thousand). Such acquisition comprised mainly cinema equipment
and leasehold improvements. Assets with a camrying amount of EUR 244 thousand were disposed of during the
six. months ended 30 June 2011 {six months ended 30 June 2010: EUR 69 thousand), resulting in a loss on
dispesal of EUR 18 thousand (six months ended 30 June 2010: a loss of EUR 7 thousand).

Note 15 — Loans and borrowings

The following loans and borrowings (non-current and current) were issued and repaid during the six months
ended 30 June 2001;

EUR (thousamds)
= (U npsdited)

Curreney Unterest rate  Carrying nmount
Balance as at 1 January 2011 37T
“ew issEes:
short-term bank crediy PLN Wibor (1 momnth) +1.5% 4,385
Secured bank loan ELIR Libor {1 day) +1,7%%- 7.561

Libor (3 month) 4208
Secured Bank loan Witor (3 month) +2.75% 27834
PLM

secured bank loan®* EUR Euribor {1 month) +3,75% f.546
Hepayments:
securcd bank loan ELR (3800
Secured bank loan HUF (219)
Secured bank loan PLH [16,745)
Short-term bank credii MIS (1,478)
secured bank loan CEK {314}
short-term bank credii EUR 17
Translation and currency differences {244
Balance as at 30 Jane 2011 55673
Split as follovws:
Long-term loans 35642
Shori-term borrowings 20,031
Balance as at 30 Jane 2011 55,073

*Dise to the acquisition of Palace Cinemas (see Note ) T
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Cinema City International N.V.

Muotes to the Condensed Consolidated Interim Financial Statements for the six months ended 30 June 2011

Note 16 — Income tax expense

[ncome tax expense is recognised based on Management’s best estimate of the weighted average annual income
tax rate expected for the full financial year. The estimated average annual tax rate used for the vear to
31 December 2011 is 11.8% (the estimated tax rate for the six months ended 30 June 2010 was 12.4%).

Note 17 — Impairment losses and provisions

During the six months ended 30 June 2011, no impairment losses wers charged.

Note 18 — Seasonality

The Group's activities are not of a material seasonal nature. Therefore. the results presented by the Group do not
fuctuate significantly during the vear due 10 the seasonality,

Historically, the Company's revenues have tended to have a relatively small "seasonality” impact driven in large
part by the way major film distributors release movies. In the past, the film studics released the most marketable
movies during the summer months and the late-November through December holiday season, corresponding
with what the studios believed to be the periods of highest customer interest. In recent vears, however, this
seasonality impact has become less pronounced as films are now more evenly distributed during the year.
In addition, attendance may be temporarily impacted by the weather, whereby cinema attendance tends to
increase during those periods when the weather is less conducive to outside activities, though such impact is
typically relatively short-lived and cannot he predicted.

Note 19 — Share-based payments

The Company has implemented & long-term incentive plan (the “Plan™). Linder the Plan, share options can be
granted to members of the Management Board and selected employees. For details of the Plan, reference is made
to the Consolidated Financial Statements of the Group for the year ended 31 December 2010. No new options
were granted o employees during for the six months endaed 30 June 2011,

The weighted average exercise price of options outstanding (vested but not vet exercised) is approximately
EUR 6,25, The number of exercisable options at 30 June 2011 is 104,333,

The impact of the share-based payments on the financial statements of the Company for the six months ended
30 June 2011 was an expense of EUR 8,000 {six months ended 30 June 2010: EUR 31,000) recognised in the
ingome statement with a cormesponding increase in equity. During the six months ended 30 June 2011 the options
were neither forfeited nor lapsed (during the year 2010 the term of 43,000 options has been lapsed).

MNote 20 - Subsequent events
None
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Review report
To the Management Board of Cinema City Intemnational M.V.

Introduction

We have reviewed the accompanying condensed consolidated interim financial information of
Cinema City International N.V ., Rotterdam, which comprises the consolidated statement of
financial position as at 30 June 201 1, the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the period of six months ended 30 June 2011, and the
notes, Management is responsible for the preparation and presentation of this consolidated
interim financial information in accordance with 1AS 34, *Interim Financial Reporting” as
adopted by the Eurepean Union. Our responsibility is to express a conclusion on this interim
financial information based on our review,

Scope

We conducted our review in accordance with Dutch law including standard 2410, “Review of
Interim Financial Information Performed by the Independent Auditor of the Entitv™. 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 sccordance with auditing standards and
consequently does not enable us 1o 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
GO,

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed consolidated interim financial information as at 30 June 2011 is not
prepared. in all material respects, in accordance with [AS 34, “Interim Financial Reporting’, as
adopted by the European Union,

Amstelveen, 28 August 2011
EPMG ACCOUNTANTS NV,
P. Mizrachy RA i -
|
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