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Afik & Co. marks the establishment of the Israeli Supreme Court - July 22, 1948

n'X1'aniz Noy NNaonld Nnlaln LRP'INO9] N'T NYWDA NKN A
STIYIEP'OR TIWNN L?'oK [NIT T'1Y IXN ,N'NYI'aNIR Doy NNA0NA NYXIANN 1122 11T DYDY NIAdIN XYL 10NN
An Article on the complexity of purchasing an apartment built in a "combination transaction" by Doron Afik, Esq. of Afik & Co.
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Tax guide of the international division of Crowe Horwath Israel on updates and innovations of in various tax areas.
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Update of the law office of Warshaw Burstein, LLP, the American member of the EALG, as to Immigrant Investor
Pilot Program, commonly known as the "EB-5 Program".
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An Article on the complexity of purchasing an apartment built in a "combination transaction" and the
important of proper legal advice.
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The article may be found in the following link:

http://www.afiklaw.com/files/articles/al 83.pdf
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Doron Afik is the managing partner of Afik & Co., Attorneys and Notaries (www.afiklaw.com). He is

admitted to practice law both in Israel and in New York and is also a licensed Notary Public in Israel.
Doron is an adjunct professor at Hebrew University Doron teaches Mergers and Acquisitions as part of
the EMBA program. Doron's practice focuses primarily on international transactions, including
mergers and acquisitions, dispute resolution and issues of public law.
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Attached is a link to tax guide number 1099-15 and 1100-15 of the international division of Crowe Horwath
Israel, Ovadia Pick Kriheli and Co. accounting firm about the Tax Authority's notice as published regarding
the applicability of the law of assistance to Sderot and the western Negev (Temporary Order), also in fiscal
years 2015-2016 and Court rulings in tax matters.
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The guide may be found in the following link:

http://www.afiklaw.com/files/articles/ch183.pdf

[Aawn n'xY NNe man (www.crowehorwath.co.il) 'miwi 251y ,j7'9 ,n'T1a1v Crowe Horwath (Israel)
n7'voni 1982 niwa Yxw1 NTON NNY'ON .0PITA N7IVD QIN'Y YR 1TIYNA IXA NN'R 70V YIV*I
JN-IRPINR-TIRY 70T N7700 NIRYG 12 NI YNTEN?'REDYUNY L I77WUKR ,N9'NA D190 NYAIX
NI7IMn nInwan ywnn nnx n1'nw Crowe Horwath International nmix712an nwann 770 x'n nna'on
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Crowe Horwath (Israel) Ovadia Pick Kriheli & Co., (Wwww.crowehorwath.co.il) is an accounting and
business advisory firm with which our office is in tight cooperation. The firm was established in 1982 and
operates four branches in Haifa, Ashkelon, Jerusalem and Eilat and an international department including
an Israeli-American-English desk. The firm is a member of Crowe Horwath International, one of the nine
largest accounting and business advisory networks in the world with representation in over 140 jurisdictions
and over 500 offices employing over 40,000 employees.
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Attached is an update of the law office of Warshaw Burstein, LLP as to Immigrant Investor
Pilot Program, commonly known as the "EB-5 Program".

Warshaw Burstein, LLP is a New York based law firm with whom our office works and who is

also a member of the Euro American lawyers Group (www.ealg.com) of which Afik & Co. is
the Israeli member.
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Buying an apartment as part of a combination transaction/ Doron Afik, Esq. !

A person who purchases a newly built apartment is exposed to risks associated with the
contractor and it is important to be represented in such a case by an independent lawyer and
not to count on the contractor's lawyer to take care of the purchaser's interests. The risks are
substantially larger and join additional risks related to the land owner when the project in
question is part of a combination transaction.

A landowner who wishes to develop a project on the land will face large funding, resources
and risks. One path to avoid such barriers is known as a "combination transaction," a
transaction in which the landowner transacts with a developer that receives units in the
project in exchange for the service of developing the project. Ultimately both the developer
and the landowner will have project units for sale and in many cases such units are even sold
by the same team.

Purchasing a yet to be built apartment is by itself more complex than purchasing an existing
apartment, especially when the purchase is made before building permits are obtains and
prior to commencement of construction. When a person purchases an apartment built as part
of a combination transaction, in addition to the usual risks to be handled the purchaser's
lawyer needs to also careful examine the contractual relationship between the developer and
the landowner to ensure that the agreements between them do not create restrictions affecting
the purchased property. Sometimes a legal difference may exist between a unit purchased
from the developer and a unit purchased from the landowner, even though the units
themselves may be almost identical in their specifications.

The relationship between the developer and the landowner may also affect the certainty of
obtaining bank financing for the project, the ability to execute the project and the ability to
timely receive the built unit. For example, a dispute between the developer and the landowner
could cause the project to fail even though units were already sold and it is important to
ensure that the agreements between the parties are not likely to cause such a situation. In
addition, it is important to ensure that the sales agreement refers not only to the responsibility
of the seller to his own actions but also the actions or omissions of the owner of the land, if
the seller is a developer, and the developer, if the seller is the owner of the land.

In conclusion, purchasing a yet to be built apartment is a much more complicated transaction
than purchasing a "second hand" apartment. The ability to negotiate may in many cases be
much lower, but the set of agreements is much more complex, one cannot anticipate many
issues and the completion of the transaction and receipt of the apartment is usually far into
the future (sometimes several years) and involves many factors other than the seller
(contractors, subcontractors, suppliers of equipment and services and often also a financing
bank). When a combination transaction is involved another factor is the landowner and the
relationship between the landowner and the developer. Thus, it is most important to be
accompanied by a lawyer who specializes in this area and can manage the legal negotiations
vis-a-vis the lawyer of the developer or landowner and make sure not only the suitability of
the transaction to the purchaser and the purchaser's expectations but also the minimizing of
the legal risks involved.

! Doron Afik is the managing partner of Afik & Co., Attorneys and Notaries (www.afiklaw.com). He is
admitted to practice law both in Israel and in New York and is also a licensed Notary Public in Israel. Doron is
an adjunct professor at Hebrew University Doron teaches Mergers and Acquisitions as part of the EMBA
program. Doron's practice focuses primarily on international transactions, including mergers and acquisitions,
dispute resolution and issues of public law. For additional details: +972-3-6093609 or at the e-mail:
afiklaw@afiklaw.com.
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WARSHAW BURSTEIN, LLP 4

Juneb, 2015

Client Alert

The EB-5 Program

Background

In 1992, Congress enacted the Immigrant Investot Program, commonly known as the "EB-5 Progran
to stimulate the U.S. economy through job creaitiodistressed and rural areas and capital invegtmen
U.S. businesses by foreign investors ("Investoia"gxchange for investing in businesses that erjgdis in
the U.S., these Investors and their families caoine permanent residents of the U.S. The EB-5 Bnogs
administered by the United States Citizenship amahilyration Services (the "USCIS").

While the EB-5 Program has been around for oveye20s, it only recently has become an importantcgod
of equity and debt capital for new constructionwé#ts after the recession, when securing loans from
traditional lenders became difficult, that develgpeegan using the Program with greater frequemcgise
money for their projects. Indeed, the EB-5 Progha®s been implemented by developers in the New Yo
real estate market. In fiscal year 2013, the mastmt year for which numbers are available, inveatmin
the EB-5 Program in New York State (mostly New Y@iky) totaled $379 million or 19% of the total
investments in the Program nationwide (second tn{yalifornia, which makes up 22%).

How the EB-5 Program Works

There are currently two ways for a foreigner todme an Investor and obtain an EB-5 visa: eithe@aby
making a direct investment in a new or existing nwrcial enterprise that creates or preserves @h$)
investing capital through a "Regional Center," iBa government-approved firm that actively masage
Investor funds and the immigration approval procBegardless of which option an Investor choosespih
her investment must be for not less than $1,000,00€ss the commercial enterprise in which he itsviss
located in a Targeted Employment Area (a "TEAI])jn which case, the minimum investment amount df
to $500,000. In return for this investment, thedstor including the Investor's fanfitjy{as defined) receives
a "green card" on an expedited basis, authorizimgdn her to live in the United States as a permane
resident.

Generally, an Investor is not required to activalgnage the business, but is required to play aivéamle"
in the business. This requirement typically issed by becoming a limited partner in a limitedtparship
or a member in a limited liability company that docts the job-creating enterprise.

In addition to being located in a TEA, the projeuist create 10 new jobs per Investor and eithet baia

newly developed project or an existing project vehiéie equity value has suffered a decline of muae t
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20 % of the net worth of the project prior to tbed. The Investor must be at risk with respeda¢o t
investment and generally the investment must ba fayear period. For the most part, Investorsato n
make these investments to achieve a meaningfutretutheir investments--typically, they earn ldsm
1% of their investments--but rather, they invegpitocure a "green card" on an expedited basis. IDp&es
are eager to access the EB-5 Program becausehgaper than many other financing sources.

For all practical purposes, there are few $1 millwinimum deals (non-TEAS). An Investor just aslgas
can invest only $500,000 (in a TEA) and receivedime benefits with fewer dollars at risk. The
determination of TEA status is made on the statel |&/lost states create a TEA to induce investmenats
will create jobs. They do this by merging a certsact that does not qualify as a TEA with othertayuous
census tracts, so the average of the merged ctastsexceeds 150% of the NUA. For example, in New
York City, by merging contiguous census tracts,ifikaark Brooklyn, which is on the border of wdslt
brownstone Brooklyn neighborhoods, relied on higeraployment figures from areas of Crown Heights
Bedford-Stuyvesant in order to be eligible underBB-5 Program.

An EB-5 investment must be at risk; it cannot hguaranteed repayments or returns. Today, there is a
tendency to move to investments with perceived tavek; and therefore, Investors are investingoiver-
risk debt. Because of the requirement to createel®"permanent, full-time" jobs for every $500,000
invested in a TEA, EB-5 investments are unlikelyp#oinvested in multi-family or single family praojs as
they are not labor intensive. Lately, EB-5 investisdhave been made primarily in real estate fisttgages
or mezzanine loans in full service hotels and sembaising facilities that provide services.

Often, money is raised by a Regional Cenjeasr by EB-5 syndicators who enter into agreememtsent”
the Regional Center. The syndicators raise the snbpgaying a fee to the Regional Center, and
indemnifying the Regional Center against certaskgi The Regional Center or syndicator agreesacegd
with the project generally with a term sheet acedftty the developer. The Regional Center or sytatica
then secures a study from a labor economist whsgdapon on criteria established by the USCIS,
determines the number of direct and indirect jbiag will be created. The reason almost all EB-5
investments are made through Regional Centeraisftthe investments are made through a Regional
Center, then in addition to direct jobs, inducedhalirect jobs also are included, as measured bg@uoetric
models approved by USCIS. On the other hand, #stwments are made directly into a project rathem th
through a Regional Center, only direct jobs "cdunt.

Case Study
This is an example of a project in which our Figracting as counsel to the developer on a prapeetéd in

Ft. Lauderdale, FL,that will use EB-5 mezzaninafficing. It will have 127 units of assisted and mgmo
care and will cost approximately $25 million. Acdiorg to the labor economist study, 286 direct andirect
jobs will be created. (For EB-5 purposes, job casmbunded down to the nearest 10, so 286 jobsrbes
280 jobs.) This level of job creation will suppart investment of $14,000,000 (280 jobs divided Gyér
Investor equals 28 Investors multiplied by $500)00(280/10 = 28; 28x$500,000 = $14,000,000). EB-5
syndicators often raise less than the total amthattcould be supported to allow for a margin obeim the
job count when the investment is recalculated bZ$Xafter two years. In this example, the EB-5
syndicator felt comfortable raising $12 million. & Heveloper itself invested $2.75 million (mostdigators
doing mezzanine investing want a cushion of 10-¥sfi4ity behind them). Here, the syndicator will have
19.64% equity behind it. In this EB-5 Project, appmately $10.25 million of senior debt will hawe lhe
raised.

The Approval Process

The process for getting approval for an EB-5 Ptagarduous, currently taking nine months or maiee
initial approval is a "qualified" approval that ha$wo year duration. At the end of the two ye#rs,
reevaluated by the USCIS to insure that the prdjastgenerated the jobs indicated in the initialgtudy.
One of the principal factors making the approvalcess difficult is that it generally takes the sgatbr over
nine months to secure the investment and get tHel® & qualify the Investor. As a result, develspare
required to secure the property in which the inwestt will be made with no assurance that the swtdic
will succeed in raising the money. Many syndicatwage the ability to release the money before final

A
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approval from the USCIS and some have arrangedédfidancing based upon the equity before it has b|:

approved by the USCIS.

Conclusion

The EB-5 Program is an effective, less costly methiosecuring financing for qualifying projects.&'h
competition for funding is increasing. Becausehaf tomplexity of the regulations pertaining to EB-5
investments, persons seeking such financing shoakek certain to work with an experienced, succéssfu
syndicator or Regional Center, as well as counaeilg knowledge and experience with the laws and
regulations governing these investments.

*kkkk

If you have any questions relating to EB-5 invesita®r the EB-5 Program in general, please contact
Michael Zukerman, any of the undersigned, or yegutar Warshaw Burstein attorney.

[1] A TEA is defined by the USCIS as a rural arearoagea with more than 150% of the National Unemplert Average (the
"NUA"). The NUA presently is approximately 5.7% ® qualify as a TEA, the area must have an uneynpént rate of
approximately 8.5%.

[2] Under the EB-5 Program, the family of an Invesiocjuding any dependent under age 21, can applg fveen card, and ea
family member is counted towards the quota of visas

[3] A Regional Center is defined as any economic paiblic or private, engaged in the promotion ofremraic growth, improved
regional productivity, job creation and increasedhéstic capital investment.

BoBi Ahn bahn@wbcsk.com (212) 984-7700
Patrick Calella pcalella@wbcsk.com (212) 984-7746
Barry Klingman baklingman@wbcsk.com (212) 984-7727
Harvey I. Krasner hkrasner@wbcsk.com (212) 984-7828
Michael Zukerman mzukerman@wbcsk.com (212) 984-7836
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This Client Alert was prepared as a service to clients and other friends of Warshaw Burstein to report on
recent developments that may be of interest to them. The content in it is for informational purposes
only, and should not be considered or relied on as legal advice. Prior results do not guarantee a similar
outcome. Throughout this Client Alert, "Warshaw Burstein" and the "Firm" refer to Warshaw Burstein,
LLP.

“\\\ BLRS

“, o
49
&VM \X‘\&

%U‘“ TEpy |
SETIPRAN

Warshaw Burstein represents clients in the tri-state area of New York, New Jersey and Connecticut, across the United
States and around the world.
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