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Application for Exemption from Approval of a Restrictive Trade Practice

Pursuant to Section 14 of the _Law of Restrictive Trade Practices 5748-1988 (hereinafter, “the
Restrictive Trade Practices Law”), an application is hereby filed for exemption from the
Antitrust Tribunal approval of a restrictive arrangement, the details of which are as follows:
1. The parties to the Restrictive Arrangement who are applying for the exemption:
Name: Starwood Israel Hotel Management Inc. (“Starwood’)
Address: Sheraton Tel Aviv Hotel, 115 Hayarkon Street, Tel Aviv 63573
Document delivery
address: c/o Attorney Michal Rothschild
Erdinast Ben Nathan and Associates Law Offices
4 Berkovitz Street (Museum Tower)
Tel Aviv 64238

The other parties to the Restrictive Arrangement:

2.
~ Name: ~ Hotel Cosmopolitan (1971) Limited (“Hotel Cosmopolitan”)
Address: c¢/o BDO Haft-Ziv, Oren House, 2 Pal Yam Boulevard, PO Box 34405,
Haifa 3309502.

Document delivery address: J. Ivan Kantor, Adv. Miron Bension & Prywes Advocates and
Notaries, 33 Montefiore Street 65201 Tel-Aviv, Israel, Fax:
+072-3-5604466, ivan @miron-law.co.il.

3. Form of Restrictive Arrangement: In writing

4. Description of the documents that define and are related to the Restrictive
Arrangement
4.1. Operating Services Agreement between Hotel Cosmopolitan (1971) Limited and
Starwood Isracl Hotel Management, Inc., dated December 3, 2012 — Appendix A
(hereinafter, “the Management Agreement”). v |
" 4.2. System License and Technical Assistance Agreement between Hotel Cosmopolitan
(1971) Limited and Starwood EAME License and Services Company BVBA, dated
December 3, 2012 —Appendix B (hereinafter, “the License Agreement”).
4.3. S}de Letter, between Hotel Cosmopolitan (1971) Limited, Starwood Israel Hotel
Management, Inc., and Starwood EAME License and Services Company BVBA, dated
December 30, 2012 ~Appendix C.
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5. The property or service subject of the restrictive arrangement

Exclusivity arrangement and 2 restriction on sale arrangement accompanying the Parties’

long term Management Agreement and other ancillary agreements.

6. The nature and details of the restraints

6.1.

6.2.

Exclusive arrangement that prehibits Starwood from owning, operating, or granting a
license to any hotel under the Sheraton brand, in a restricted area surrounding Tel Aviv
(as defined in Section 2.18.1 of the Management Agreement and in Section 1.2 of the
License Agreement).

This restriction does not apply to Starwood’s Vacation Products or to Starwood's
Residential Products that are not marketed as hotels, or to hotels that are part of a
portfolio of at least 10 hotels which become Starwood Properties.

An arrangement that prohibits Hotel Cosmopolitan and its shareholders from selling the
building in which the Sheraton hotel is located or shares in Hotel Cosmopolitan to any

competitor of Starwood, which is defined in the Management Agreement as any person

- that is engaged in the business of owning, operating, licensing (as licensor) or

franchising (as franchisor) a hotel brand or lodging system or any affiliate of any such

person (as defined in Section 5.2(d) of the Management Agreement).

7. Term of the Restrictive Arrangement

Both restrictions last until 31 December 2032, when the Management Agreement and

License Agreement expire.

8. The reasons that justify an exemption from Tribunal approval:

Backeround

8.1.

Starwood is a private company, wholly owned by Starwood Hotels & Resorts
Worldwide, Inc., a public company engaged in the ownership and management of hotels
operating under various brands including Sheraton, Le Méridien, and W. Starwood’s
operations in Israel are currently limited and comprise the management of only one
hotel: the Sheraton Tel Aviv Hotel (subject of this application) and the franchise of two
hotels: the Le Méridien Dead Sea Hotel, and the Le Méridien Eilat Hotel.
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8.2. Hotel Cosmopolitan is a private company owned by Ms. Ida Bubis, Ms. Daniela Bruns,

Ms. Naomi Bubis, Bubis & Co Hotelverwaltung Cosmopolitan KG and Laromme Tel-
- Aviv Investitiongesellschaft Bubis & Co KG; The company’s sole property is the
building in which the Sheraton Tel Aviv Hotel operates.

8.3. On December 1, 2012, the Parties signed a long-term agreement, according to which
Starwood will manage the hotel under the Sheraton brand, subject to the conditions set
forth in the Management Agreement; also see the exemption application side letter for
additional details.

The Agreement’s Influence on Competition

8.4. The restraints mentioned above are restraints that typically accompany a long-term
collaboration of this kind, and which raise no competitive concerns, as described below.

8.5. Non-competition arrangement: The restraint is designed to protect the Parties’

legitimate interests, and assure them that the resources invested in the hotel’s
development and marketing would not generate profit for others. This restraint is
limited and its scope does not exceed that necessary to ensure both parties’ imnterests. It

-~ should be stressed:that there is.no restriction on Starwood from becoming involved in
the management of hotels under any of the other brands in the family of brands that it
owns. Obviously this restraint is of limited or no influence on competition in the
relevant markets.

8.6. A non-competition arrangement is an arrangement that frequently accompanies merger
agreements. The rationale for granting an exemption for non-competition agreements of
this kind is found in the parties’ legitimate interest to ensure that the merger is not
emptied of all value by subsequent competition by one or both of the parties, and that
the consideration reflects the full value of the merging parties.! This rationale also
underpins Section 8(3) of the Law of Restrictive Trade Practices (Block Exemption for
Restraints Accompanying Mergers) 5769-2009.

“A non-competition arrangement between parties to a transaction of

this tvpe constitates a conventional business pattern that is designed

to ensure the parties’ willingness to invest their own funds and energy

! See decision according to Section 14 of the Law of Restrictive Trade Practices 5748-1988 regarding grant of
exemption from approval of a restrictive arrangement, regarding an agreement between Eshet Tourism Services
Organization Ltd and Rishontours 2000 Ltd; 2010 Restrictive Trade Practices 5001598,
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8.7.

8.8.

8.9.
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in the operations subject of the Agreement, and to promote its
objective.”

The non-competition arrangement stems from the Parties’ collaboration and is essential
to the transaction.

Restriction on sale arrangement: The obligation that Hotel Cosmopolitan assumed, to
refrain from selling the hotel to any competitor of Starwood, was designed to prevent a
situation in which Starwood manages the hotel for a competitor. In the ordinary course
of events, a hotel’s owner is privy to sensitive commercial information regarding the
organization that operates the hotel. For example, according to Section 2.2 of the said
Management Agreement, Starwood should prepare an annual work plan for the hotel
according to Starwood’s procedures, and Hotel Cosmopolitan should approve the said
plan; Acéording to Section 2.13 of the Management Agreement, Hotel Cosmopolitan
has extensive access to the hotel’s financial and operating information as well as access

to the hotel’s senior management team.

Clearly, any state of affairs in which Starwood’s trade secrets as.a hotel manager are

revealed to a competitor, is-not reasonable and exposes Starwood to -commercial risks,

and Jegal risks. The restraint was designed to prevent a situation in which Starwood is
forced to cooperate with its competitor, a situation that is surely not encouraged by the

restrictive trade practice laws.

8.10.A prominent illustration of the reasonableness of the restraint is the frequency at which

non-disclosure arrangements that restrict the transfer of information to competitors
during a joint venture period and thereafter, are included in agreements between parties
to a joint venture. Restraints of this kind offer an adequate solution to concerns of
business damage caused to the party that discloses information as part of the joint
venture. Similarly, the restriction on sale arrangement prevents the otherwise inevitable
situation in which confidential and valuable business information is transferred by a

joint venture party to the other party’s competitor.®

% See decision according to Section 14 of the Law of Restrictive Trade Practices 5748-1988 regarding grant of
exemption of approval of a restrictive arrangement. regarding an agreement between Isralift Industries (1972) Ltd,
Isralift Holdings (1972) Ltd., and Kone Elevators Ltd; 2009 Restrictive Trade Practices 5001548. Also see decision
according to Section 14 of the Law of Restrictive Trade Practices 5748-1988 regarding grant of an exemption from
an approval of a restrictive arrangement in the matter of the arrangement between Ecolab, Ecolab JVZ Ltd, Zohar
Dalia Agricultural Cooperative Association Ltd, and Ecolab Zohar Dalia Limited Partnership; 2009 Restrictive
Trade Practices 5001452.

* See decision according to Section 14 of the Law of Restrictive Trade Practices 5748-1988 regarding grant of
partial exemption from approval of a restrictive arrangement for an arrangement between Hevrat Reshet Rivi’it Ltd
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In Summary

The objective of the arrangement is not a reduction or elimination of competition, and the
arrangement has no adverse impact on competition. Based on the above, the Commissioner
of Restrictive Trade Practices is requested to exercise the power vested in him under the
provisions of Section 14(a) of the Law of Restrictive Trade Practices and exempt the parties
of the obligation to obtain approval of the Tribunal of Restrictive Trade Practices for the

arrangements subject of this application.

I affirm that all the above details are complete and accurate and that the attached _

documents are correct and no other document determines or concerns the arrangement.

ASS mw’scge:

Date: ] ﬂ/\/ﬂf?ﬁ/ /, / Name: mﬂ’ﬁédobﬂﬁjﬁgmature and stamp/)cg ﬁ@

Date: Name: Slgnaturc and stamp:

and its shareholders; 2012 Restrictive Trade Practices 5001971. Also see decision according to Section 14 of the
Law of Restrictive Trade Practices 5748-1988 regarding grant of exemption from approval of a restrictive
arrangement for an agreement between Tefen Yazamut Ltd and Dankner Hashkaot Ltd, regarding the establishment
of a company dealing in the development, construction, and management of industrial parks; 2000 Restrictive
Trade Practices 3009344.
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