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Application for Exemption from Approval of a Restrictive Arrangement
In Accordance With the Restrictive Business Practices Law 5748-1988

In accordance with section 14 of the Restrictive Business Practices Law 5748-1988, an
application for exemption from a court approval is hereby submitted for a restrictive arrangement as
described below:

1.  The party in the arrangement applying for the exemption
Name: KONE Elevators Ltd ("KONE")
Address: Eliel Saarisentie 2, FIN-00400, Helsinki, Finland

Address for delivery of documents: Adv. Ronit Amir- Yaniv, Adv. Dan Fogelman, Yigal
Amon & Co. 1 Azrieli center, Tel Aviv 67021. Tel: 03-6087777 Fax: (03-6087724. Email:
ronita@arnon.co.il

Name: Isralift Maintenance 1972 Ltd
Isralift Industries 1972 Ltd e
("Isralift" or "Distributor")

Address: Lev Hasharon Industrial Park, P.O.Box 5005, Kadima, Israel

Address for delivery of documents: Adv. Amos Bar Mor. Address: Tel: fax: Email:

2. The regularization form - in writing.

3. Description of the document that governs the regularization

3.1. A distribution agreement signed between the applicant, KONE and the distributor,
Isralift (the "Distribution Agreement") attached hereto as Annex A.

3.2. The Distribution Agreement does not include any binding arrangement between the
parties. However, the parties want to engage in an updated distribution agreement which
will include binding arrangements as detailed herein. A draft of such distribution
agreement including the binding arrangements, to which your approval is requested, is
attached hereto as Annex B.

4.  The asset or the service which is the subject of the regularization

4.1. Elevators and escalators manufactured by KONE and distributed in Israel, pursuant
to the Distribution Agreement attached as Annex A, by Isralift (Hereinafter "KONE
Product™):

-1-



4.2.

43.

4.4,

"Elevators" - elevators, elevator components, and elevator spare parts, all presently
engineered, manufactured, marketed or sold by KONE under the “KONE” trademark.
Marine elevators are specifically excluded from the range of the Products covered by
this Agreement.

"Escalators" - the range of escalators and moving sidewalks presently
manufactured, marketed and sold by KONE under the “KONE” trademark.

According to the Agreement, KONE may from time to time change the list of
elevators and escalators available to Isralift upon one hundred and eighty (180) days
prior notice. ‘

The nature of the binding and relevant details

5.1.

5.2,

Isralift will be an exclusive distributor of KONE Products in Israel, excluding the
Palestinian Authority. The distributor will undertake not to solicit sale of KONE
Products out of Israel.

6.1.1 The appointment of the distributor as an exclusive distributor is set it Section 2.1
of the Distribution Agreement (sections of the Distribution Agreement, hereinafter
"Section"):

6.1.2 As of Isralift becoming the exclusive distributor of KONE in Israel, KONE shall
not during the validity of this Agreement grant to any other person or undertaking
the right to distribute the Products in the Territory without Isralift’s consent.

6.1.3 However, KONE shall, having informed Isralift, be entitled to make direct sales
of the Products in Israel in connection with sales originating outside Israel, and to
sell the Products within Israel should any customer exceptionally so insist as a
condition of the sale, or should a project be demanding in terms of technical
requirements or financing. In such projects, KONE shall, to the extent feasible in
monetary and logistical terms, subcontract works from the Isralift and obtain local
support from Isralift, provided that Isralift has the required technical competence
as determined by KONE. Accordingly, Isralift shall support KONE in such
projects to the extent feasible.

Isralift undertakes not to manufacture or sell in Israel products that compete with
the KONE Products during the term of the Distribution Agreement. Isralift undertaking
is set in Section 2.3 of the Distribution Agreement:

6.2.1 During the term of the Distribution Agreement, Isralift shall not engineer,
manufacture, assemble, market, sell, install, or use any goods, components or
spare parts which compete with the elevators, escalators, components and spare
parts manufactured by KONE, or engage in business practices with any
company operating in the saine tield of business as KONE.

6.2.2 However, Isralift is entitled to complete manufacturing elevators, escalators or
their components which have been already ordered pursuant to a valid contract
prior to the signing of the Agreement. In addition, Isralift may continue
manufacturing and selling double parking equipment. Furthermore, Isralift shall
also have the right to manufacture components needed for the service and
maintenance of elevators and escalators, repairs and renovation of elevators and
escalators, and for supply of spare parts, all as obligated by Israeli law.
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5.3.

Michael Ilan (as the majority shareholder of Isralift) agrees not to sell or transfer
any part of his shareholding in Isralift or cause Isralift to sell any part of its elevator
business before December 31, 2010 (Section 7.1). if Isralift decides to sell the business
of, or the shares in the Distributor, KONE (or its nominee) shall have the right to
purchase the Distributor's maintenance contracts for all KONE elevators and escalators
taken into use after January 1, 2009 (the "new KONE LIS Base") except those elevators
and escalators which were sold before January 1, 2008. The purchase price for the New
KONE LIS Base shall be three and a half (3.5) times the annual maintenance fees of the
New KONE LIS Base.I (Section 7.3).

In addition, KONE has first negotiation right, as described in Section 7.2.

In addition, KONE has the right to purchase Isralift’s maintenance contracts for all
KONE elevators and escalators taken into use after 1 January 2009 (except those
elevators and escalators which were sold before January 1, 2008), in case Michael llan
or Isralift decide to sell the business of Isralift, as described in Section 7.3. In case
KONE acquires those contracts, Isralift and Michael Ilan undertake not to compete in
respect of the maintenance contracts acquired by KONE until two years have passed
from the closing date of KONE’s acquisition of the contracts, KONE, on the other hand,
undertakes not to try to compete for Isralift’s other elevator maintenance contracts until
one year has passed from the closing date of the acquisition of the contracts.

The term of the binding arrangement- Commencing upon receiving the approval of the
Controller of Restrictive Business Practices for this request, ending December 31, 2010. The
Agreement shall continue to be in force one (1) calendar year at a time, unless it is terminated
by either party by written notice to the other party ninety (90) days prior to the expiration of
the initial term or any subsequent period thereof.

Sequence of events and reasoning justifying an exemption from court approval-

7.1.

7.2.

7.3.

7.4.

As of date, close to a dozen of companies operate in Israel in the industry of
manufacturing and installation of elevators. The three leading companies in the industry
that deal with manufacturing, installation and service of elevators are: Shindler-
Nehoshtan, Electra and Isralift. A number of other companies operate in the industry in
a smaller scale.

KONE is one of the international leading and established companies in the industry
of manufacturing installation and service of elevators. Notwithstanding the above,
KONE is not a significant player in the Israeli market.

Isralift Industries 1972 Ltd. deals with designing manufacturing and installing of
elevators. Isralift Services, a company within the Isralift group, provides services and
maintenances for elevators. Isralift holds less than 15% of the market share in each of
the relevant markets in Israel.

In the last decade and up to recent times, KONE has operated in Israel in the area of
elevator sales and sales of spare parts through distributors. In the last few years KONE
has made attempts to penetrate the Israeli market and operate independently and not via
distributors or concessionaires both in the market of elevator sales and in the market of
service and maintenance.



1.5.

7.6.

7.7.

7.8.

7.9.

7.10.

It should be noted that up-to-date KONE's attempt for gaining market share and
becoming a player in the elevator market in Israel, operating through distributors or
concessionaires led to negligible results and the sale of a de- minimis amounts (only one
elevator of KONE was sold in Israel in 2008). In addition, Isralift itself was a KONE
distributor in the past, although, the characteristics and nature of that distribution
relationship did not lend itself to substantial market penetration.

Isralift has decided to cease operations in the area of manufacturing and installing
of elevators in Israel. Such decision stems from and is a result of business
considerations and the low profitability or the lack thereof for Isralift. Such decision is
independent and separate from the connection between the parties regarding the
Distribution Agreement and was reached prior to such association. Under such
circumstances, KONE has agreed to provide Isralift with exclusive distribution rights
for KONE Products in Israel. It is obvious, under such circumstances, that Isralift's
exclusive distribution rights from KONE are reciprocated by Isralift's undertaking not to
engage in the sale of elevators of another manufacturer, including those of Isralift's

itself.

Under the circumstances of the Israeli market, the parties undertakings as described
in Section 6 do not effect or harm the competition in the elevator market in Israel (and
specifically not in the area of manufacturing or service and maintenance). On the
contrary, KONE's penetration into the Isracli market will enhance the competition in
such markets due to the addition of a significant and experienced player, thus,
promoting public benefit.

As above mentioned, distributing of KONE elevators by Isralift in the past, while
Isralift simultaneously selling its own product was not successful and did not work out.
This was most likely due to the difficulty of a company (Isralift) to give preference to a
competing product (KONE Products). Though as above mentioned, Isralift has decided
independently of this said relationship to cease its operations in the elevator market in
Israel.

The contemplated distribution agreement is likely to provide KONE with the
opportunity to penetrate the Israeli market. As abovementioned KONE does not have a
considerable market share in Israel and due to the fact that Isralift is ceasing its
operations in the elevator industry it is not a case of unification between two major
market share holders in the elevator market, as such, the distribution agreement between
KONE and Isralift does not effect or hinder the current state of competition in the
elevator market.

Further more, the alleged bindings or limitations should be examined in light of the
"Failing Company Theory" (similar to the sale of ClubMarket to SuperSal and Burger-
Ranch to Burger- King). From the time that the decision was made by Isralift that 1t is
discontinuing its operations and exiting the market - due to profitability considerations,
even in the event that the deal proposed would not mature and be realized, Isralift de-

facto will no longer be a player in the elevator market.
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7.11.

7.12.

Isralift, according to the contemplated distribution agreement, will serve as KONE's
arm and front in Israel, as such it obvious and understandable that KONE has a clear
interest in the control of Isralift and any change thereto. For these obvious reasons
Isralift undertakes not to sell or dispense any of it business or control until the end of
year 2010. if Isralift decides to sell the business of, or the shares in the Distributor,
KONE (or its nominee) shall have the right to purchase the Distributor's maintenance
contracts for all KONE elevators and escalators taken into use after January 1, 2009 (the
"new KONE LIS Base") except those elevators and escalators which were sold before
January 1, 2008. The purchase price for the New KONE LIS Base shall be three and a
half (3.5) times the annual maintenance fees of the New KONE LIS Base. (Section 7.3).

It should be made clear that Isralift, as the exclusive distributor of KONE Products,
as set in the distribution agreement, will not be restricted in setting the price of the
KONE Products for consumers. Isralift will be free to establish and revise its resale
prices provided that the competitiveness of the KONE Products is maintained.

Due to all the above reasons and circumstances, the Controller of Restrictive Business Practices is
requested to actuate her authority and to exempt this arrangement and contemplated agreement
containing bindings, which as above explained, do not effect harm or restrict competition in the
market that is the subject of the apreement. Furthermore, the said contemplated distribution
agreement is, under the circumstance, in the framework of "an arrangement that it essence is not
one of reduction of competition and the arrangement does not contain bindings that are not
necessary for materialization of its essence".

Copies of the documents described in Section 4 are attached hereto.

I declare that all the said details are complete and accurate, that the documents attached, are correct
and that there are no other documents other that these that govern the arrangement or pertain to it.

KONE Elevators Ltd
. it et
June 22, 2009 Reijo Piivirinta s e T
Managing Director, KONE .=~
Distributors and New
Operations
date Name and position signature
June 22, 2009 Robert Granholm, 42 (,‘| /c,\_g./__h
Director, KONE Distributors
date Name and position signature
-5-



Isralift Maintenance 1972 Ltd

|
AR TET

date name and position

signature

Isralift Industries 1972 Ltd

date ! name and position

\GRALIFT INDUSTREES 1972 L.

signature
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