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Elbit Medical Technologies

Portfolio progress continues

Elbit Medical Technologies’ portfolio of investments continues to
demonstrate progress on multiple fronts. InSightec is gaining ground on
the reimbursement front, with Medicare providing coverage for
beneficiaries in a total of 16 US states for the use of magnetic resonance
imaging and high-intensity focused ultrasound (MRgFUS) for essential
tremor (ET) treatment. Moreover, Gamida Cell recently announced that the
FDA has granted NiCord orphan drug designation for the treatment of
haematopoietic stem cell transplantation (HSCT) and it is currently
enrolling patients in its Phase lll trial to treat high-risk haematological
malignancies.

Revenue PBT* EPS* DPS PIE Yield
Year end ($m) ($m) (%) ($) (x) (%)
12115 18 (1.1) (0.0) 0.0 N/A N/A
12116 0.0 (3.7 (0.0 0.0 N/A N/A
12117 0.0 (5.2) (0.0 0.0 N/A N/A

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

InSightec demonstrates revenue and reimbursement

InSightec (~22% owned by Elbit Medical, ~18.5% fully diluted) recently announced
its half-year results. Revenues, which are based on the sale of ExAblate systems
and corresponding annual service contract costs and consumables were $12.2m,
up approximately 12% from H117. The company also announced that Medicare
currently provides beneficiaries in 16 US states with coverage for MRgFUS for the
treatment of ET.

NiCord receives orphan drug designation from FDA

In July, Gamida Cell (~18% owned by Elbit Medical, ~13% fully diluted) announced
that the FDA has granted orphan drug designation for its lead programme, NiCord,
which is a product derived from umbilical cord blood (UCB) stem cells, as a
treatment for HSCT. NiCord has previously received orphan drug designation as
treatment for a number of haematological diseases by the FDA and EMA.

Elbit Imaging agrees to sell shares in Elbit Medical

In August 2018, Elbit Imaging announced the signing of an agreement with Exigent
Capital Group for the sale of between 5% and 50% of Elbit Medical's outstanding
share capital for a price per share of NIS0.96 (US$0.26). As per the agreement,
Exigent will purchase 5% of Elbit Medical's outstanding share capital for NIS11m
and may purchase up to 50% of Elbit Medical's outstanding share capital for a total
of NIS111.1m by 26 November 2018.

Valuation: NIS444m or NIS1.92 per share

We are increasing our valuation to NI1S444.4m or NIS1.92 per share from NIS407m
or NIS1.76 per share, which was mainly driven by rolling forward our NPVs and
updating Gamida Cell value for modelling changes. We expect to update our
valuation with the announcement of new deals and as the portfolio companies
advance through the clinical pipeline.
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Business description

Elbit Medical Technologies (Elbit Medical), a fully
controlled subsidiary of the Elbit Imaging (EMITF),
is an Israeli biomedical and healthcare technology
group. Its portfolio of two companies is focused on
medical devices and therapeutics: InSightec, which
develops and markets the ExAblate platform for
non-invasive thermal tissue ablation, and Gamida
Cell, which is developing a universal bone marrow
transplant.
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Portfolio updates

In July, InSightec announced that Medicare coverage is available to beneficiaries in a total of 16 US
states for the use of MRgFUS for the treatment of ET. The Centers for Medicare & Medicaid
Services currently cover beneficiaries with a reimbursement level of $17,500.50 for the Neuravive
procedure (ExAblate Neuro for ET). According to the company, Medicare coverage for the
treatment of ET may potentially expand to cover a total of 38 US states following the receipt of
positive Draft Local Coverage Determination from local Medicare administrative contractors, which
was obtained in June of this year.

As a reminder, the ExAblate system compromises MRgFUS to perform non-invasive thermal tissue
ablation for a wide range of neurology, oncology and gynaecology clinical applications. By way of
full clinical validation under the pre-market approval route, the company has achieved FDA
approval and CE markings for the ExAblate 2100 system for the treatment of symptomatic uterine
fibroids and pain palliation caused by bone metastases and for its ExAblate 4000 system for the
treatment of medication-refractory ET. Moreover, the company has received CE markings for the
treatment of prostate cancer, tremor-dominant Parkinson’s disease and neuropathic pain, and is
investigating these further in clinical trials in an effort to achieve FDA approval.

In regards to the underlying business, InSightec recently reported its H118 results. Revenues,
which are based on the sale of ExAblate systems and corresponding annual service contract costs
and consumables, were $12.2m, which is up roughly 12% from same period from the year prior
(H117: $10.9m). R&D expenses totalled $13.7m for the period, which reflects ongoing clinical
development. The company is currently targeting FDA approval for the use of its ExAblate
technology for the treatment of prostate cancer and tremor-dominant Parkinson’s disease in 2020
and 2021, respectively. Furthermore, Elbit Medical recently announced that the FDA gave InSightec
the green light to initiate a clinical trial investigating the use of MRgFUS for targeted drug delivery
for Alzheimer’s disease.

Also in July, Gamida Cell announced that the FDA has granted orphan drug designation for NiCord
as a treatment for HSCT. As a reminder, NiCord expands UCB cell graft ex vivo and enriches the
specific subpopulation of stem and progenitor cells using the company’s proprietary technology
involving the small nicotinamide, which is a form of vitamin B-3, to treat high-risk haematological
malignancies. In essence, CD133+ cells selected from a single unit of UCB are cultured for 21 days
in nicotinamide, resulting in a ¢ 100-fold expansion of dose stem and progenitor cells, which are
then cryopreserved until transplanted into patients. This expansion is a substantial advantage over
a single UCB graft. Gamida Cell has also received orphan drug designation for NiCord as treatment
for HSCT by the EMA (March 2017). On 31 August 2018, Elbit Medical announced that Gamida Cell
submitted confidential filings as part of pursing various alternatives for raising capital.
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Exhibit 1: Investment portfolio

Investment  Technology % held Founded Status Advantages Targets

InSightec MRgFUS to treat  ~22% 1999 ExAblate (Body): FDA- and CE-  Provides non-invasive Evaluating potential for
various (~18.5% approved for uterine fibroids and  alternatives to common standard  bilateral thalamotomy in the
indications with ~ fully pain palliation due to bone procedures and improves patient treatment of ET with ExAblate
thermal tissue diluted) metastases. outcomes by minimising recovery Neuro device. Enrolment is
ablation ExAblate (Neuro): FDA- and CE- time. InSightec’s ExAblate underway for Phase Il study

approved for unilateral system is the only MRgFUS of ExAblate Neuro to treat
thalamotomy in the treatment of  therapy with CE and FDA Parkinson’s disease.
ET. approval.

Gamida Cell  Cord stem cell ~18% 1998 NiCord: enrolling Phase IIl; UCB for transplantation only Enrolment is underway for a
transplant for (~13% fully CordlIn: two ongoing Phase I/ll requires partial matching and Phase Il study of NiCord.
haematologic diluted) trials; natural killer cells: initiated  nicotinamide technology
diseases Phase I. increases the limited population

and quality of stem and
progenitor cells. NiCord received
FDA breakthrough therapy
designation.

Source: Elbit Medical Technologies.

Elbit Imaging

Elbit Imaging currently holds ~89% stake in Elbit Medical and, as of 1 June 2018, is highly indebted
with NIS227m due on 30 November 2019 (with NIS63 in cash). Based on the company’s
projections, it is dependent on its own ability to sell a portion (if not all) of its Elbit Medical equity
stake to stay solvent through 2019. In August, Elbit Imaging announced the signing of an
agreement with Exigent Capital Group for the sale of between 5% and 50% of Elbit Medical’s
outstanding share capital for a price per share of NIS0.96 (US$0.26). As per the agreement,
Exigent will purchase 11,574,146 shares (or 5% of Elbit Medical's outstanding share capital) on or
before 27 August 2018, which may be deferred by up to seven days, for NIS11.1m and may
purchase up to 115,741,467 shares (or 50% of Elbit Medical’s outstanding share capital) for
NIS111.1m through to 26 November 2018. Elbit Medical shares may continue to be under pressure
for as long as Elbit Imaging is planning to sell additional shares.

Valuation

We are increasing our valuation to NI1S444.4m or NIS1.92 per share from NIS407m or NIS1.76 per
share. This change was driven by rolling forward our NPVs, updating our valuation for Gamida Cell
to reflect other modelling changes, and partially offset by decreasing the value of Elbit Medical's
stake in InSightec. We expect to update our valuation with the announcement of new deals and as
the portfolio companies advance through the

Exhibit 2: Elbit Medical valuation table

Product Setting Status Launch Peak sales  Probability Royalty rNPV % owned by Elbit Medical
($m)  of success rate ($m)  Elbit Medical NPV ($m)
(fully diluted)
InSightec MRgFUS (for Market Market 583 100% 100% 579 18.5% 107.2
gynaecology,
oncology, neurology
indications)
Gamida Cell Leukaemia (AML, ~ Phase Il 2020 437 50% 100% 423 13% 54.9

ALL, CML, CLL)

Portfolio total ($m) 162.1
Net debt (as of 30 June 2018) ($m) 38.7
Overall valuation 1234
Shekel/dollar conversion rate 3.6
Overall valuation in shekels (NISm) 444 4
Shares outstanding (m) 2315
Per share (NIS) 1.92
Source: Edison Investment Research
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Financials

Elbit Medical’'s H118 post-tax gain was $2.1m (H117 post-tax loss: $7.1m), mainly from financing
income. General and admin costs for the period were $0.59m (NIS2.1m), which include payroll and
related expenses as well as management fees. The company had cash on balance sheet of $1.7m
(NI1S6.2m) at 30 June 2018. Elbit Medical completed an NIS180m offering of convertible notes
(NI1S1.47 par value in notes convertible to one Elbit Medical ordinary share) on the TASE in
February 2018, as well as an NIS2m offering of Series C convertible notes (NIS2.1 par value of
notes convertible to Elbit Imaging) in March 2018, which lengthens the maturity profile to March
2022. The company used the majority of the proceeds to repay its NIS154m debt to Elbit Imaging
earlier this year, while NIS4m was set aside for ongoing operational expenses, in addition to
approximately NIS18m set aside for interest payments due on the notes for the first two years. The
notes are secured by a lien on the company’s holdings in InSightec and Gamida Cell, which
therefore introduces significant dilution risk to Elbit Medical shareholders.

We outline historical financials in Exhibit 3. However, we are not providing forecasts at this time.
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Exhibit 3: Financial summary

Year end 31 December
PROFIT & LOSS
Revenue

Cost of Sales

Gross Profit

R&D expenses

SG&A expenses
EBITDA

Operating Profit (before amort. and except.)

Intangible Amortisation
Exceptionals

Operating Profit

Other

Net Interest

Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax

Profit After Tax (norm)
Profit After Tax (FRS 3)

Average Number of Shares Outstanding (m)

EPS - normalised (c)
EPS - FRS 3 (US$)
Dividend per share (c)

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets

Other

Current Assets

Stocks

Debtors

Cash

Other

Current Liabilities
Creditors

Short term borrowings
Short term leases
Other

Long Term Liabilities
Long term borrowings
Long term leases
Other long term liabilities
Net Assets

CASH FLOW
Operating Cash Flow
Tax

Capex
Acquisitions/disposals
Financing

Dividends

Other

Net Cash Flow
Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

US$'000s

Source: Elbit Medical Technologies accounts, Edison Investment Research

Elbit Medical Technologies | 6 September 2018

2015
IFRS

1,752

1,752

)
(15,524)

1,851.9
(0.00)
(0.01)

0.0

20,520

2016
IFRS

(18,654)

18519
(0.00)
(0.01)

0.0

5,518
0

0
5,518
30

(3,394)
33,776
0

59
37,111

2017
IFRS

P8 c oo

o o



EDISON

Edison is an investment research and advisory company, with offices in North America, Europe, the Middle East and AsiaPac. The heart of Edison is our world-renowned equity research platform and deep multi-sector
expertise. At Edison Investment Research, our research is widely read by international investors, advisers and stakeholders. Edison Advisors leverages our core research platform to provide differentiated services including
investor relations and strategic consulting. Edison is authorised and regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Pty Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison. Edison Germany
is a branch entity of Edison Investment Research Limited [4794244].

EDISON ISRAEL DISCLAIMER

Disclosure regarding the scheme to enhance the awareness of investors to public companies in the technology and biomed sectors that are listed on the Tel Aviv Stock Exchange and participate in the scheme (hereinafter
respectively “the Scheme”, “TASE”, “Participant” and/or “Participants”). Edison Investment Research (Israel) Ltd, the Israeli subsidiary of Edison Investment Research Ltd (hereinafter respectively “Edison Israel” and
“Edison”), has entered into an agreement with the TASE for the purpose of providing research analysis (hereinafter “the Agree ment’), regarding the Participants and according to the Scheme (hereinafter “the Analysis” or
“Analyses”). The Analysis will be distributed and published on the TASE website (Maya), Israel Security Authority (hereinafter “the ISA”) website (Magna), and through various other distribution channels. The Analysis for
each participant will be published at least four times a year, after publication of quarterly or annual financial reports, and shall be updated as necessary after publication of an immediate report with respect to the occurrence
of a material event regarding a Participant. As set forth in the Agreement, Edison Israel is entitled to fees for providing its investment research services. The fees shall be paid by the Participants directly to the TASE, and
TASE shall pay the fees directly to Edison. Subject to the terms and principals of the Agreement, the Annual fees that Edison Israel shall be entitled to for each Participant shall be in the range of $35,000-50,000. As set
forth in the Agreement and subject to its terms, the Analyses shall include a description of the Participant and its business activities, which shall inter alia relate to matters such as: shareholders; management; products;
relevant intellectual property; the business environment in which the Participant operates; the Participant's standing in such an environment including current and forecasted trends; a description of past and current financial
positions of the Participant; and a forecast regarding future developments in and of such a position and any other matter which in the professional view of the Edison (as defined below) should be addressed in a research
report (of the nature published) and which may affect the decision of a reasonable investor contemplating an investment in the Participant's securities. To the extent it is relevant, the Analysis shall include a schedule of
scientific analysis of an expert in the field of life sciences. An "equity research abstract" shall accompany each Equity Research Report, describing the main points addressed. The full scope reports and reports where the
investment case has materially changed will include a thorough analysis and discussion. Short update notes, where the investment case has not materially changed, will include a summary valuation discussion. The
Agreement with TASE regarding the participation of Edison in the scheme for the research analysis of public companies does not and shall not constitute an approval or consent on the part of TASE or the ISA or any other
exchange on which securities of the Company are listed, or any other securities’ regulatory authority which regulates the issuance of securities by the Company to the content of the Report or to the recommendation
contained therein. A summary of this report is also published in the Hebrew language. In the event of any contradiction, inconsistency, discrepancy, ambiguity or variance between the English Report and the Hebrew
summary of said Report, the English version shall prevail; and a note to this effect shall appear in any Hebrew summary of a Report. Edison is regulated by the Financial Conduct Authority. According to Article 12.3.2,
Chapter 12 of the Conduct of Business Sourcebook, Edison, which produces or disseminates non-independent research, must ensure that it: 1) is clearly identified as a marketing communication; and 2) contains a clear
and prominent statement that (or, in the case of an oral recommendation, to the effect that) it: a) has not been prepared in accordance with legal requirements designed to promote the independence of investment
research; and b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. The financial promotion rules apply to non-independent research as though it were a marketing
communication.

DISCLAIMER

Copyright 2018 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Elbit Medical Technologies and prepared and issued by Edison for publication globally. All information used
in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors his
research is issued in Australia by Edison Investment Research Pty Ltd (Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd (AFSL: 427484)) and any access to it, is intended only for "wholesale
clients" within the meaning of the Corporations Act 2001 of Australia. The Investment Research is distributed in the United States by Edison US to major US institutional investors only. Edison US is registered as an
investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of
1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our readers may be interested and this
information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever as, personalised advice. Also, our
website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The research in this
document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the purpose of the
Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this
document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A marketing
communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on
dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report. Edison or its
affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and sudden swings. In
addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future performance. Forward-looking
information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. For the purpose of the FAA, the content of this
report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining from acquiring or
disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class service” provided by Edison within the meaning of
the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To the maximum extent permitted by law, Edison, its
affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information contained in this report and do
not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (‘FTSE”) © FTSE 2018. “FTSE®” is a trade mark of the London Stock Exchange Group companies and is
used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vestin FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the
FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.
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