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Introduction

This Management's Discussion and Analysis (thiEY&A ") of operating results and financial conditionQKyline
Investments Inc. (formerly: Skyline Internationaéwlopment Inc.) has been prepared based uponmafiam
available to the Company as at November 14, 2016 sbould be read in conjunction with the Company’s
unaudited consolidated financial statements andteel notes as at and for the nine and three mated
September 30, 2016, the Company’s audited consetid@nancial statements and related notes foffifoal year
ended December 31, 2015 and the Company’s annu&lAMor the year ended December 31, 2015. Referetwes
“the Company”, “we”, “us” or “our” are to be takes reference to Skyline Investments Inc.

Our interim consolidated financial statements foe period ended September 30, 2016 have been pdejar
accordance with International Financial Reportingn8ards, using accounting policies adopted byGbmpany.
These accounting policies are based on the IntenadtAccounting Standards, International Finan&ebporting
Standards and IFRS Interpretations Committee indmpions (collectively, IFRS”) that are applicable to the
Company, and are the same used in preparatiore @d¢lcember 31, 2015 audited consolidated finastaéments.
The financial statements for the period ended $eptée 30, 2016 are prepared on the basis of alllabtai
information up to November 14, 2016. Amounts disedsbelow are based on our interim consolidateghéial
statements for the period ended September 30, a@d6are presented in thousands of Canadian dollatess
otherwise stated.

Additional information relating to the Company, liding our most recently filed annual informatiasrrh for the
year ended December 31, 2015 (thentiual Information Form ), are all available under our SEDAR profile at
www.sedar.com

Except as expressly provided herein, none of tFenmation on the SEDAR website is incorporated éference
into this document by this or any other reference.

Readers are cautioned that this MD&A contains fadalaoking statements based upon assumptions araipated
results that are subject to uncertainties (knowsh @arknown). Should one or more of these uncertsntaterialize
or should the underlying assumptions prove incayractual results may vary significantly from thcesepected.
Readers are encouraged to read the “Cautionary Retmrding Forward Looking Statements” section trel
“Risk Factors” section in this MD&A.

Non — IFRS Measures

All financial information has been prepared in adamce with IFRS. However, this MD&A also contatertain
non-IFRS financial measures including net operaitiegme (NOI”) and adjusted net operating incomagol ).
These are key measures commonly used by entitiesiriindustry as useful metrics for measuring penénce.
However, they do not have any standardized meamiegcribed by IFRS and are not necessarily compeatab
similar measures presented by other publicly traged estate entities. These measures should b@deoad as
supplemental in nature and not as a substituteefated financial information prepared in accordanith IFRS.

NOI is used by industry analysts, investors and agament to measure operating performance of Camadia
companies. NOI represents revenue from properéies property operating expenses excluding depi@tias
presented in the consolidated statements of in@mecomprehensive income prepared in accordanbe FRS.

As one of the factors that may be considered rekehgp readers, management believes that these smanelevant
measures in comparing the Company’s performanaetsstry data.

I. Overview

The Company is an investment company that investoiels and resorts in Canada and in the Unitate&tThe
Company’s primary operating segments are as follows
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1. US hotels and resorts — the acquisition, operatiofding, improvement of hotels and resorts inlmited
States.

2. Canadian hotels and resorts — the acquisition,atipar;, holding, improvement and asset management of
hotels and resorts, including clubs, in Canadazaset management of hotels.

3. Revenue producing investment property — the adiprsiholding, operation and management of rental
income-generating assets.

4. Development of real estate and land for investmethte development, construction and sale of reates
mainly designated for residential, and commercsalvell as the acquisition, holding and value-enhamnc
regulatory approval processing of land mainly witthhe Company’s Canadian resort sites.

In December 2013, the Company was recognized withénCanadian hotel industry with a Pinnacle Awend
“Regional Company of the Year” and in 2013 and 2@/&4 named one of Canada’s Best Managed Compayies b
Canadian Imperial Bank of Commerce and Deloitte LLP

Over the past six years, the Company has focusetotels and resorts management and the developofient
residential and retail centers within its hotel aresort communities. Currently, the Company’'s assee
concentrated in southern Ontario and ClevelandoOéxkcept for a ski resort in the State of CalifarnFor
additional information, see Business Highlightsobel

As of September 30, 2016, the Company owns ovemtillon square feet of real estate, has over 2 &&@s with
development rights for almost 6,000 residentiatauaind nearly 1,100 rooms in its holdings, emplgyimore than
1,500 staff. Skyline's resort assets includingléimelmark Deerhurst Resort with 45,000 square feate®ting space
and Horseshoe Resort, home to Toronto's closestreki The Company is also creating residentialnconities at
Deerhurst, Horseshoe and, at the historic lakefodrPort McNicoll, Ontario, a restored gateway ke t30,000
Islands, a UNESCO World Biosphere Reserve. Skydilse owns significant commercial and developmeseiss
adjacent to some of its properties. Skyline also®@and/or manages all of the retail space at Bloarithin Village
which is Ontario’s largest ski resort.

The Company’s securities trade on the Tel Aviv 8téxchange under the symbol SKLN. The Company is a
reporting issuer in Ontario (following the filingd receipt of a non-offering long form prospectu2014) but, as
of September 30, 2016, does not have any of itsrges listed or quoted on any marketplace in Gana

Following the periodic review of the Company’s ogt@ns and objectives, management’s business gyradeas
follows:

1. short term identification of cash-flow positive Bband resort acquisition opportunities that prevaah
acceptable investment risk adjusted rate of reftmm hotel and retail operations and cash flow
upside. Adjacent development rights are viewed stardalone extra value upside;

2. diversification of hotel and resort income throwgtguisition of other retail and/or office commetcia
properties that provide steady cash flow;

3. short and medium term efficiencies in resort andehmperations, development with minimal
investment and risk, utilizing existing assetshat hotel or resort; and

4, long term focus on operating margin improvemends itmprove the return on investment, improve the

value of landholdings through resort master plagrand regulatory approval processes, and unlock
real estate value.

II. Outstanding Share Data

The Company is authorized to issue an unlimited bemof common shares. A detailed description ofripbts,
privileges, restrictions and conditions attachedh® common shares is included in our Annual Infatiom Form.
As of November 14, 2016, the number of common shardstanding or issuable pursuant to other oudstgn
securities is as follows:




Common Shares Number

Outstanding 16,731,360
Issuable upon exercise of Company warrants (s}tes 351,850

Issuable upon exercise of Company optfdns 663,040

Diluted common shares 17,746,250
Notes:

Q) Each warrant (series 2) is exercisable untirda5, 2018 for one common share for the exercitee pf NIS55

($19.23) per warrant.
2) There are 663,040 stock options under the Cagipastock option plan outstanding to directordicefs, employees

and others with exercise prices ranging from $@0#12.94 per share.

Bonds

On July 27, 2016, the Company closed its previoasigounced bond offering in Israel (thBchd Offering”).
Pursuant to a shelf prospectus issued by the Commpariebruary 24, 2015, the Company offered up4i®,d00
bond units (Series A) pursuant to the Bond Offeand received offers for 264,454 bond units, arrsagscription
of 220% for the institutional round of financingsA result of the over-subscription, the Compasyédd 128,240
bond units at a determined interest rate of 5.2@%ed) and raised 123,300 New lIsraeli Shekels, afefees
(approximately CAD$41,500). The bonds commencediricaon the Tel Aviv Stock Exchange on July 19,201

The bonds (Series A) are redeemable (principal)Zrpayments that shall be made on January 15 dndl3wf
each year with the first payment being on July 2817 and the last payment being on January 15,.2826h
payment shall redeem 2.5% of the par value of tiveipal of the bonds (Series A) except the finayiment, which
shall be in the amount of the balance of the ppiaicto be redeemed, at the rate of 72.5% of thevalre of the
principal of the bonds (Series A).

The unpaid balance of the principal of bonds (Sefpshall bear a fixed annual interest. The irdeom the bonds
(Series A) shall be paid in semi-annual paymentdamuary 15 and on July 15 of each year with ttet fiayment
of interest to be made on January 15, 2017, anthghi@ayment of interest to be made on Januarg2023.

The bonds are supported by a general guarantebeofCompany and are backed by a first mortgage en th
Deerhurst Resort only (excluding the surroundingettgpable lands).

The main financial covenants, as set out in thel dédrust, include the requirement of the Comptmynaintain a
maximum outstanding balance of the bonds to Prgpaiue ratio (LTV) of not more than 72.5% and axmium
shareholders’ equity of $100,000. The Company casphith all covenants required in the deed ofttrihe
calculated annual effective interest rate is 6.09%

Ill. Business Highlights

General Highlights for the nine months ended Sep&30, 2016, including subsequent events occuaete of
publication of this report:

e« The Company recorded revenue for the nine and threth period ended September 30, 2016, which
totaled $116,006 and $35,457, respectively, conthar&67,603 and $25,053 in the corresponding gerio
in 2015, respectively, representing an increas®4@f403 (72%) for the nine months and $10,404 (42%)
for the three months.

» The Company recorded an NOI of $17,840 (approxiiyndt8.5% of the revenue from income producing
properties), compared to the corresponding period2015, in which $11,719 NOI was recorded
(approximately 17.5% of the revenue from incomedping properties). An increase of 52%.

* The Company delivered 67 lots at Blue Mountain reaod 56 condos at Horseshoe resort, recognizing
revenue of $8 and $17 million respectively, comgat@ $0 last year (39 lots at Blue Mountain were
delivered on November 11, 2016, and, therefore $&lbon out of $8 million mentioned above will be
recognized in the fourth quarter of 2016).
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The Company firmed up sales of 130 lots and 32 @srfdr a total expected consideration of $22 arfl $1
million respectively. As a result of those firm essl the Company recorded $3 million of revenuetlier
nine months ended September 30, 2016. During time geeriod in 2015, the Company firmed up sales of
65 lots and 35 condos for a total expected conaiaer of $8 and $10 million respectively. As of
September 30, 2016, not all the sales were recednizthe financial statements.

Construction of a 67 condominium units project, Wnaas the Copeland House, at Horseshoe Valleytresor
was completed and construction of a 162 condomirpumect, known as the Lakeside lodge, at Deerhurst
resort began.

In August 2016, the Company closed the sale oB2woom boutique Pantages Hotel & SPA. The hotel
was sold for total consideration of $34 million (p$4 million is a pass through to private condwners at
the hotel). The transaction was closed at cap aate5%. As a result of this transaction, the Comypa
recorded a gain of $8,100. The transaction gergrpproximately $17.8 million in free cash flowteaf
repayment of the property financing. The hotelasaked in downtown Toronto. For further detailss se
note 5f in the consolidated financial statememtsttie period ended September 30, 2016.

During the third quarter of 2016, the Company raficed a maturing loan with the bonds issued urger t
Bond Offering. That refinancing increased the dffecaverage duration of the Company’s obligatitms
financial institutions under existing loans fron2 3ears as for June 30, 2016 to 4.5 years as fueB8ber

30, 2016, improving the Company’s financial flekitlyi As at September 30, 2016, the Company’s has
$23,520 of current maturities of long term loand ahort term loans, including the bonds under thadB
Offering, as opposed to $75,198 current maturpiesented in the June 30, 2016 financial statemgsts

of September 30, 2016, the Company has $15 mitifoanutilized credit lines. In addition, in Novembe
2016, the Company reached an agreement in prinegiphla financial institution, which would secure a
$20 million line of credit. The credit line will lae an interest of 4.7% for the utilized portion &nd5% for

the unutilized portion. The Horseshoe resort wadllused as a collateral. The Company is expectihgve
this line of credit in place by the end of the yésee Section XIII Liquidity and Cash Flow Analysis
below, as well as the “Cautionary Note Regardingwiaod Looking Statements” section and the “Risk
Factors” section below).

The Company commenced the phase 2, 180 room réonvaject at Hyatt hotel in Cleveland Ohio in
September 2016. The expected cost of the renovptmect is $4.6 million, $3.2 million of which Wibe
funded from the Property Renovation Reserve (aricestli cash, not reported under cash and cash
equivalent balances).

On July 27, 2016, the Company closed its Bond @ffer

Updates from the previous financial statements:

In June 2016, a wholly-owned subsidiary of the Camypexecuted a conditional agreement to sell the
major portion of the Port McNicoll site to a thipduty for a total consideration of $41,360 payablé20
equal installments, bearing 2% interest. On Octd&&r2016, the conditional agreement was cancelled.
The Company is in the process of negotiating witlifierent potential buyer, to sell the site on Hmilar
terms. The site's carrying cost of $44,546 was ntedoas part of "Investment Property" ($18,882pes
IAS 40 and "Real Estate inventory" ($25,664) pe®I2 Since the fair value of expected considerasn
determined by independent valuators, was estimait&39,661, the Company recognized an impairment of
an investment property asset and a write-down w@éntory in a cumulative amount of $4,885, and
reclassified $16,652, following the impairment,rfrdInvestment Property" to "Property Held for Sale"
The “Real Estate inventory” portion of the sit@igsented as part of the current assets.

During the reporting period, the Company deliveB& units at Copeland House located at Horseshoe
Resort and recognized a total revenue of $16,T@fuding $969 recognized for sale of furniture. Title
registration to the purchasers is expected to pddee during the next two months.

In September 2016, a partially owned subsidiaryttef Company (60% ownership) executed a firm
agreement to sell two parcels of serviced landapgroximately 39 acres at Blue Mountain resortario
unrelated third party for a total consideratior$ab,400.

In October 2016, a partially owned subsidiary & @ompany (60% ownership) executed an agreement to
sell 33 serviced residential lots at Blue Mounta&sort for a total consideration of $5,610.

In October 2016, Mr. Gil Blutrich, the presidenttbe Company and Mr. Alex Schnaider, an internation
investor, entered into a conditional agreementtirgjaprincipally to the co-ownership of the Company
parent company, Mishorim Development Ltd. If thansaction is completed, Mr. Schnaider and Mr.
Blutrich will hold 37% of Mishorim Development Ltddr. Blutrich has also provided Mr. Schnaider with
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an option to purchase 50% of the Company sharekhyeBlutrich Holdings Inc. (of which Mr. Blutricls
the controlling shareholder today). If exerciseothbMr. Schnaider and Mr. Blutrich would hold 1.2%%
Skyline shares directly. These transactions areitonal only until November 22, 2016 and, accogiyn
the transactions may not be completed or becoreetefé.

e« On November 14, 2016, the Board of Directors apptoa new employee stock option plan (whereby
directors, senior officers, employees and constdtaray be granted options to purchase common ghares
and approved a grant of 290,000 options to key eyegs.

IV. Balance Sheet Highlights

e Shareholders' equity, including non-controlling eirest as of September 30, 2016 was $180,430
(approximately 48% of total assets) compared toabeity of $169,784 (approximately 44% of total
assets) as at December 31, 2015. The equity iretiaabe quarter was primarily due to the profit floe
period, and an equity contribution of the Comparpéstner into the Renaissance hotel as requireithdoy
terms of the loan with the financial institutionhieh resulted in an increase in non-controllingiast and
income that was recorded during the nine monthe@&eptember 30, 2016.

* The consolidated balance sheet assets of the Compsarof September 30, 2016 totaled $376,183
compared to $381,858 as of December 31, 2015. Bl&7$ decrease compared to December 31, 2015 is
primarily due to the decrease in USD foreign exgjearate compared to CAD.

 The consolidated balance sheet liabilities of tr@m@any as of September 30, 2016 totaled $195,753
compared to $212,074 as of December 31, 2015. TG831 decrease compared to December 31, 2015 is
primarily due to reduction of $12,364 loans balaredated to the Pantages Hotel, that was repafdigust
2016, following the closing of the sale of the tote

V. Income Statement Highlights

* Revenue for the nine and three month period endgdeSber 30, 2016 totaled $116,006 and $35,457,
respectively, compared to $67,603 and $25,053 encthrresponding periods in 2015, respectively. The
increase of $48,403, or 72% and $10,404 or 42% eoedpto the corresponding periods in 2015 is
primarily attributable to the inclusion of the résuof the Renaissance hotel in Cleveland, whicts wa
purchased on October 28, 2015 and the deliveryoofio units to purchasers at the Copeland House
project, in Horseshoe resort. For further informatiincluding a description of the significant farst that
caused a change in total revenue, see Section Rédttors Affecting Performancand segmental analysis
below.

e Gross profit (loss) during the nine and three mqtiod ended September 30, 2016 was $10,247 (8.83%
of revenue) and gross revenue was $5,160 (14.55%eafevenue) compared with gross profits of $7,147
(10.57% of the revenue) and a gross profit of $3,(ll®.38% of the revenue) for the correspondingpper
in 2015. The increase in the gross profit for tieermonths is attributed to the US Hospitality segin
primarily due to the newly consolidated Renaissatotel and the Bear Valley resort, which contriloute
$4,100 and $2,000 respectively, to the gross prafie increase for the three month period ended in
September 30, 2016 compared to the parallel pdastl year is mainly due to consolidation of the
Renaissance Hotel.

e In the nine and three month periods ended SepteBe2016, revenue and (gross profit) from the US
Hospitality segment (see Section VIFactors Affecting Performandeelow) was $54,435 ($9,406) and
$17,235 ($3,095) respectively, compared to $19,888566) and $6,105 ($346) respectively, in the
corresponding periods in 2015. The increase is gmilyn attributable to the consolidation of the
Renaissance Hotel.

* In the nine and three month periods ended Septe®®eR016, revenue and (gross profit) from the
Canadian Hospitality segment (see Section VIl -téiscAffecting Performance below) was $38,960
($2,154) and $16,075 ($2,212) respectively, compaoe$44,363 ($5,100) and $17,915 ($3,706) in the
corresponding periods in 2015. The decrease isapifymattributable to the sale of Cosmopolitan Hjte
which contributed $1,600 until the closing in J@§15 and the adverse weather conditions at Horsesho
resort, which reduced the revenue by $2,000 dutiedfirst quarter of 2016. For further informaticee
segmental analysis below.

e In the nine and three month periods ended SepteBdeR016, the Company recorded a revenue and
(gross profit) of $19,578 (loss $2,962) and $1,d48s $469) respectively, from the Development segm
(see Section VIl Factors Affecting Performandeelow) compared to $97 (loss $813) and $97 (I@44 %
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in the corresponding periods in 2015. The incréageimarily due to delivery of condo units to poasers

at the Copeland House project, at Horseshoe rdsmrfurther information, see segmental analysievee

In the nine and three month periods ended Septe®@de2016, revenue and (gross profit) from the
Investment Property segment (see Section VHactors Affecting Performanceelow) were $2,796
($1,655) and $885 ($391) respectively, compareslts76 ($1,402) and $873 ($417) in the correspandin

periods in 2015. For further information, see segtaleanalysis below.
»  For further information, see Section IXncome Statements and Segmental Analysis

VI. Cash Flow Statement Highlights

As part of its business development strategy, tbm@any acquires and sells real estate properiiffgcent to its
hotels and resorts. Those activities may resultégative cash flows from investing activities ataisition and
positive cash flow on disposition. In addition, tBempany is involved in construction of variousidestial real
estate projects usually funded by third party feiag, which result in negative cash flow from openas and

positive cash flow from financing activities duritfte construction periods and the opposite onmipsi

During the nine month period ended September 3062the Company’'s cash and cash equivalents
increased by $14,178 to $28,382 compared to a aeeref $8,857 in the corresponding period in 2015.
This change was primarily due to a sale of Pantaigasl. For further information regarding the chasgn

the cash flow, please see the consolidated finbsizitements attached.

During the nine month period ended September 306, 2¢he Company produced negative cash from
operations of $5,298 compared to a negative cashdf $8,980 in the corresponding period in 201BisT
change was primarily due to the recognition of @epeland House project, that was not yet closed
financially and resulted in an increase in tradeieables, with a corresponding decrease in invgnto

In the nine month reporting period ended Septerdier2016, the Company generated $24,836 from its
investing activities compared to $8,459 in the esponding period in 2015. The positive cash flowrfr
investment activities in the nine month period eh8eptember 30, 2016 is mainly due to the closfripe
Pantages hotel sale transaction, while in the spmeding period in 2015 the positive cash inflonswa
mainly due to the sale of the Cosmopolitan hotdlanonto, Ontario, by the Company in July 2015.

During the nine month period ended September 306 20et cash from financing activities decreased by
$5,690 compared to a decrease of $8,241 in thegmonding period in 2015. The negative cash flamfr
financing activities during the nine month periotled September 30, 2016 is mainly due to the repaym
of loans (including loans to related parties), whieas offset by raising bonds, as part of refinagaf the
older debt, and proceeds of loans payable (maimyth® Renaissance Hotel acquisition and other
construction loans). In the corresponding periodda5 the negative cash flow was due to loans rapay
that exceeded new financing facilities the Compatilized during the corresponding period.

For further information, see cash-flow report ire ttonsolidated financial statements for SeptemBer 3
2016 and Section XllI Liquidity and Cash Flow Analystselow.

VIl. Factors Affecting Performance

The Company’s performance is affected by a numliéndustry and economic factors and exposure téacer
environmental factors, including those further dissed below. These factors represent opporturiitigsalso
challenges and risks that the Company must suedhssiddress in order to continue to grow the bessand
improve its results of operations.

Canadian Hotel and Resorts segment (“Canadian kddisgh)

The hospitality segment in Canada includes the éstrse resort and Deerhurst resort.
Competitive Conditions

Competition in the hotel industry is generally lthea quality and consistency of rooms, restauradtraeeting
facilities and services, attractiveness of locatjoavailability of a global distribution system,iger and other
factors. The Company’s properties compete withirtiyeographic markets with hotels and resorts itizltide
locally owned independent hotels, as well as féediowned or managed by national and internatichalins,
including such brands as Four Seasons, Hilton, tHarriott, Ritz-Carlton, Starwood and Westin. pedies
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also compete for convention and conference busiaessss the national market. Specifically, Deerhugsort
competes with other large group and leisure resart®ntario’s cottage country. Horseshoe resort petes
directly with other ski, golf and adventure parksSimcoe Country behind the industry leading Blusuktain ski
area.

The Company seeks to gain a competitive advantatgeeimarket through:

e Continued enhancements to its online reservatioth lamoking platform:The Company has a central
reservations system, located at one of its praggréind is constantly improving its online plannamgl
booking platform, offering guests a useful way taker reservations at its hotels. The Company is also
in the process of implementing an online bookingtfpkm for resort activities, which is expected to
streamline guests’ trip planning experience.

» Skyline Hospitality rebranding projecDuring 2014, the Company started a rebrandingeptopf its
hotels and resorts, pursuant to which the Compsaraciively upgrading the quality of accommodations
and amenities available at its hotels through ehpitprovements. Projects completed over the lasty
include extensive upgrades to the majority of geeshs and meeting and conference spaces at the
Horseshoe Resort and guestroom renovations at De¢fResort.

Accessibility from major metropolitan areas

The Company’s hotels and resorts are mostly locatighin the Greater Golden Horseshoe and withirvidg
distance of the Greater Toronto Area (GTA), the thpapulous metropolitan area in Canada. The Grdéatdden
Horseshoe, with a population of approximately 8iBian, encompasses the GTA and is expected to gmmore
than 13 million by 2041. The Company’s resort prtipe are located within one hour (HorsesMadley) and two
hours (Deerhurst) from the GTA, with access via @amhighway. Additionally, all properties are phmate to
Toronto’s Pearson International Airport.

Seasonality

The Hospitality segment in Canada is impacted bgceality. Resort operations are highly seasonaiare, with
a typical winter/ski season beginning in early Daber and running through the end of March, andcslpi
summer seasons beginning late in June and endieariy September. In an effort to partially coubtdance the
concentration of revenue in the winter months atHllorseshoe Valley Resort in comparison to the seimmonths
at the Deerhurst Resort, the Company offers cotsgasonal attractions such as mountain bikingngikguided
ATV, Segway and adventure buggy tours, golf anchdventure park (at Horseshoe) and guided snowmgbili
tours, dog sledding, skating, snowshoeing and wihtking (at Deerhurst). These activities also hatfract
destination conference and group business to Huetee

The Horseshoe and Deerhurst resorts have complmehigh seasons, with the Horseshoe resort hatsrigigh
season in the winter season and the Deerhurst ifesadng its high season during the summer ang éalfl

USA Hotel and Resorts segment (“US Hospitality”)
Competitive Conditions

Competition in the US hotel industry is generalsed on quality and consistency of rooms, restaaracth meeting
facilities and services, attractiveness of locatjavailability of a global distribution systemijqar and other factors.
The Company’s properties compete within their gapbic markets with hotels and resorts that incllod=slly
owned independent hotels, as well as facilities edvaor managed by national and international chamtd,ding
such brands as Four Seasons, Hilton, Hyatt, Marrigitz-Carlton, Starwood and Westin. The Company’s
properties also compete for convention and conferdnusiness across the national market. The Conmgeaks to
gain a competitive advantage in the market by utigtathe quality of accommodations and amenitieslable at
the hotels through capital improvements. Projectagieted over the last year include 114 guestroamovations at
the Hyatt Regency Arcade in Cleveland, Ohio andirmestment in Bear Valley resort. In October 20fle
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Company (together with a 50% partner ) acquiredai®sance Hotel in Cleveland, Ohio (a 65,000 sqitareevent
and meeting space, which includes 491 rooms, 34ingeeoms, a number of restaurants and a 304 \eparking
garage). The Company is in the process of a phasn@vation at Hyatt Regency Cleveland hotel (farren
information see Business Highlights above).

During the next three years, the Company intendtoplete the renovation and improvement of allrems at
the Renaissance Hotel.

Accessibility from major metropolitan areas
Cleveland, Ohio Properties

Northeast Ohio lies along the southern shores &élErie. The major cities of this area are Cleveland Akron.
These two cities are roughly 39 miles apart andhéghly interconnectedThe region is also part of the Great
Lakes Megalopolis, which contains an estimated 5éltlon people.

The Cleveland combined statistical area (CSA) ésléingest in Ohio with nearly 2.8 million residentée region is
served by two international airports. It is homentamerous fortune 500 firms and several of the srksagest
employers are in the healthcare industry. The QdexkClinic is the area’s largest employer and égh-ranking
hospital according to U.S. News & World Report. Wnbity Hospitals, another well recognized facijlity the
second largest employer in the CSA.

The Company’s hotels in the CSA maintain excelletticular and pedestrian access that is considaneerior to
some of its nearby competitors within walking digta to the primary attractions like the Horseshasino,
professional sports arenas, the Rock and Roll éfabame, playhouse district, and a new conventaarger and
medical mart.

Seasonality
Bear Valley Resort in California has strong seabtyngatterns having its high season in the wirged low season
during the remainder of the year. The resort i® asbject to volatile snow conditions. The urbarel®in

Cleveland are all-season operations, though strodgeng June through October and slower during dbdwzer
through February, and therefore maintain a balateas of income throughout the year.

Real Estate for Investment segment (“Investmenp&ntes”)

For accessibility analysis, see the discussionudet in the Canadian Hospitality Segment above
Competitive Conditions

In the Real Estate for Investment segment, the etitign revolves around a number of parameterd) thieé main
ones being: the geographic location of the landsgtiated for lease, the demand for rental spatieeirsame area,
the amount of rental fees, management and mainter@osts, construction quality of the leased astwtdevel of
accompanying services and the reputation of theldéad. Regarding the parking facility, the typicampetition is
with other parking garages and open parking locatethe available for construction lands. The pagkivailability
is impacted by residential or commercial developnadrthese lands, the resulting increase in volwhbusiness
and population and changes in hotel occupancy.sthpe of income-generating assets owned by the &aoynig
unsubstantial as compared to the total market. efbes, the Company is unable to impact competitiorihe
segment of income-generating assets. In placesewtherCompany has direct competitors, there wiidgily be a
preference for the party offering space for whiwh tental, management and maintenance fees al@ntast.

Seasonality
The Real Estate for Investment segment is impalojedeasonality, with each project being impactdteintly.

For the commercial and retail components of thel Eetate for Investment segment, the HorseshoeDaaathurst
Resorts have complimentary high seasons, with thiesd$hoe Resort having its high season in the wartd the
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Deerhurst Resort having its high season during semand early fall. As lands in the Real Estatelfmestment
segment are held for long periods, seasonalitpisractor.

Real Estate Development for Sale and Lands segftigenelopment”)

Management of the Company manages the investmepegies, regardless of their accounting clasgitica as
one operating segment.

Competitive Conditions

The Company has extensive real estate holdinds etgorts in Muskoka and Oro-Medonte, Ontario,a@anand in
Port McNicoll and Blue Mountain, Ontario, Canad@&aRestate operations, through Skyline Resort Comities, a
wholly-owned subsidiary of the Company, include tipdanning, oversight, infrastructure improvement,
development, marketing and sale of the real estaifgings. In addition to the cash flow generatemhfireal estate
development sales, these development activitiegflitethe Company’s Hospitality Segment (see in thection
below) through (1) the creation of additional rédodging and other resort related facilities amthwes (primarily
restaurants, spas, commercial space, private aludbparking structures) that provide the opporjuttitcreate new
sources of recurring revenue, enhance the guestiexge at the resorts and expand the destina¢idrbase; (2) the
ability to control the architectural themes of thesorts; and (3) the expansion of the Company ety
management and commercial leasing operations.

Currently, Skyline Resort Communities’ principaltigities include the marketing and selling of remag
condominium units and lots that are available &de swhich primarily relate to Lakeside Lodge aebwurst Resort,
Copeland House at the Horseshoe Resort (see SéctiOwerview above), Swan Island Estates at PayNMoll,
Golf Cottages and Sanctuary at Deerhurst and a& Blauntain and planning for future real estate tmyment
projects, including rezoning and acquisition of laggble permits.

In this segment, competition revolves around a remdf parameters, with the main ones being the rgebdic
location of the projects and level of demand in shene area, the construction and development guaiid the
purchase prices and maintenance expenses collegtéte applicable condominium corporation. The Campis
exposed to competition by a small number of digecdmpetitive companies in the development of comdoum
units, single family homes, subdivisions, townhoraed retail villages.

The scope of development by the Company is insnbatacompared to the total market. Thus, the Camgpa
unable to significantly impact competition in thenket. In locations where there is a direct contpetivith the
Company, results will typically be more favouratiethe party who offers condominium units with gher level of
finishing, at a lower price and with lower maintapna fees. However, the Company believes that ieotly has a
competitive advance in the Blue Mountain, Horsesdmoe Deerhurst areas due to these areas not hawimngeting
projects of similar size, and their proximity todpitality amenities.

Seasonality

Since the Port McNicoll project as well as the Derst Resort lands attract mostly clientele intex@sn summer
activities, such properties are typically marketlesling summer and spring, compared to the propelbtieated at
the Horseshoe Resort and Blue Mountain, that befrefin the opposite seasonality and are typicalgrkated
during the fall and winter seasons.

Seasonality has no impact on the activities ofGbenpany’s other projects in this segment.

VIII. Discussion of Operations

Revenue is generated by four broad business @atsadian Hospitality, US Hospitality, Investmenoerties and
Development Properties. Hospitality includes: hatekrations, alpine and Nordic ski facilities, gaifurses,
adventure park operations, as well as other bus#iseincluding food and beverage, spa, retail antht operations,
and other related or ancillary activities. Canaditwspitality represented 34% and 45% of the Comijsatotal
revenue for the nine and three months ended ineSd@r 30 2016 respectively, and 66% and 72% in the
comparable periods in 2015, respectively; the USgiality segment has grown and represented 47%:48%d of
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the Company’s total revenue for the nine and timeaths ended in September 30 2016 respectively28feand
24% in the comparable periods in 2015, respectivEhe Investments Properties segment’'s revenueaislyn
generated from the Company’s income producing ptigseat the Blue Mountain Resort in Ontario ane kyatt
Regency Hotel in Cleveland. Development revenutudtes the sale of serviced lots, semi-custom sifeyely
cottages and condominiums.

The revenue from the Hospitality and Developmegingnts are driven by the volume of guests and cttivee
pricing. Volume is impacted by a number of factargluding the guest experience, economic conditiageo-
political factors, weather and accessibility of tesorts.

IX. Income Statements and Segmental Analysis

Please refer to consolidated statements of incontk the segmented information note (see note 6)hen t
consolidated financial statements for the periodeenSeptember 30, 2016.

Revenue:

Revenue for the nine and three months period eSeéptember 30, 2016 totaled $116,006 and $35,4péctsgely,
compared to $67,603 and $25,053 in the correspgmniods in 2015. The increase for the nine angetimonths
period ended September 30, 2016 of $48,403, or a2 $10,404 or 42%, respectively, compared to the
corresponding periods last year is primarily atitédble to the increase in the US Hospitality segmesich
increased in the current nine and three monthegeiby $34,497 and $11,130 respectively, and t®thelopment
segment which increased by $19,481 and $1,146hernine and three months respectively (comparetheo
corresponding periods in 2015). The Canadian Haliyitsegment decreased by $5,403 and $1,840 ¢onitie and
three months ended in September 30, 2016 resplyctoenpared to the corresponding periods last y&ae
Section VIl -Factors Affecting Performancabove for additional factors that caused changestal revenue. For
an analysis of gross profit, see Section Meome Statement Highlighé&bove.

Canadian Hospitality Segment:

This segment consists of two resorts, with apprexéty 500 rooms (both owned and managed), a 2@&kunhill,
four golf courses, significant conference and feod beverage operations, and other auxiliary aiettvi These
properties are operated by Skyline Hotels and Resoc.

The Canadian Hospitality Segment recorded a deeref$5,403 in revenue for the nine and $1,840terthree
months periods ended September 30, 2016 compatbé tmrresponding periods in 2015. The decreaseviEnue

is mainly due to adverse weather conditions at ekirge resort during the 2015-2016 ski season, wklited in

a decrease of $2,000 in revenue for the nine masahared to the corresponding period in 2016 areltd the
sale of the Cosmopolitan hotel in July 2015, whreltoded a revenue of approximately $1,600 durirgy th
corresponding period in 2015. In addition, duriihg treporting period, the revenue at the Deerh@sbrt was
reduced by $700. For the three month period endgpdethber 30, 2016 compared to the correspondirigdokarst
year, the decrease is mainly attributable to tie sBCosmopolitan hotel last year as well as aicédn in revenue
of approximately $700 from the Deerhurst resortrymeer-year.

During the nine and three months period ended Bdpe 30, 2016, the Canadian Hospitality Segmerdrdsd
$36,806 and $13,863 respectively, in expenses asts compared to $39,263 and $14,209 in the carnekpg
periods last year. The decrease is attributed pilynt the sale of the Cosmopolitan hotel in JAY15 and the
Pantages hotel sale completed in August 2016 Saemé assets analysis” below).

US Hospitality Segment:

This segment consists of two hotels in Clevelantip@nd one resort in California, with 836 roomskahill and
significant conference and food and beverage ojpesat784 owned rooms and almost all the of thderence and
food and beverage operations are managed by thirty property management companies. Skyline is sseta
manager of the two hotels in Cleveland, Ohio anderator of the Bear Valley ski resort in Califiarn
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The US Hospitality Segment recorded an increasg3df497 (173%) and $11,130 (182%) in revenue ferrtime
and three month periods ended September 30, 2@p&ctvely, compared to the corresponding periada0il5,
with approximately $28,400 of the increase durihg hine month period attributable to the acquisitaf the
Renaissance hotel in October 28, 2015 and $4,400eofincrease is attributable to the Bear Valley i&kort
(approximately $1,000 of the increase is due te@ifpr exchange difference), which benefited from riowed
weather conditions at the resort.

During the nine and three months period ended Sd#me 30, 2016, the US Hospitality Segment recorded
increase of $26,657 and $8,381 in expenses and oespectively, as compared to the correspondingdse of

2015. $24,300 of the increase for the nine morghduie to the consolidation of the Renaissance Hotgle an

increase of $2,400 for the nine months is due twemsed activity at the Hyatt hotel and Bear Valesort (an
increase of $1,000 is due to foreign exchange reiffee) (see “Same assets analysis” below).

Development Segment Revenue:

In the nine and three months period ended in Seger@0, 2016, the Company recognized $19,578 ar2143$1
respectively in revenue from the development segnoempared to revenue of $97 recognized during the
corresponding periods last year. $16,800 of themag for the nine months resulted from deliverifgéndo units,

at Copeland House project located at Horseshoetrésgurchasers (of 57 sold in the project irafptincluding
some of which were delivered furnished. The Comparig the process of delivering the additionaltu#®,168 of
the revenue for the nine months was recognized ftendelivery of a sold land parcel at Blue Moumtasort and
$530 of the revenue for the nine months was reeegnilue to a delivery of a house at Deerhurst tesor

In July 2014, the Company launched a new developmreject known as Lakeside Lodge at the Deerhresiort.

The project consists of 162 condos, of which 10fisumave a waterfront view. When fully sold, itégpected to
record estimated revenues of $50,000 to $53,000f &zptember 30, 2016, the Company has sold 9dooin the

project (firm sales after cooling-off period of dilys under applicable law in Ontario). The Compsegured a $30
million financing for the project. The Company hammpleted the demolishing works on site and hasncenced

construction.

The Net Operating Income (“NOI”) (excluding amodtiion) for the Canadian Hospitality segment:

During the nine months ended September 30, 20¥5,Cbmpany reported an NOI of $4,571 (11.7% of the
segment’s revenue) compared to $7,671 for the sporeding period of 2015 (17.3% of the segment'emnere),
representing a decrease of 40%. During the threghm@nded September 30, 2016, the Company repamt&DI

of $3,010 (18.7% of the segment’s revenue) comptré&d,562 for the corresponding period of 20155%%&of the
segment’s revenue). For more details with regattieaddecrease, please s&nadian Hospitality segmeabove.

The Net Operating Income (“NOI”) (excluding amoetion) for the US Hospitality segment:

During the nine month period ended September 3Q6,2¢he Company recorded an NOI of $11,614, which
represents 21.3% of this segment’s revenue compare®?,646 for the corresponding period of 2015jciwh
represents 13.3% of the hospitality revenue, a 3B8@tovement. During the three month period endept&nber
30, 2016, the Company recorded an NOI of $3,85Tclwiepresents 22.4% of this segment’s revenue acedpto
$724 for the corresponding period of 2015, whighresents 11.9% of the hospitality revenue, a 438@sdovement
(note that in the corresponding period, the Renaiss Hotel was not consolidated yet). For moreildefalease see
US Hospitality segmeratbove.

Non-IFRS Financial Measures

The Company’s consolidated financial statementspagpared in accordance with IFRS. Included in MIB&A
are certain additional IFRS measures and non-IFR&sares, which are measures of Skyline’s histoacdliture
financial performance that are not calculated aredgnted in accordance with IFRS. These measwamékely to
be comparable to similar measures presented by perting issuers. Skyline uses these measurestter assess
its underlying performance and provides these anfdit measures so that investors and analysts mdledsame.
The following discussion defines the measures use&kyline and presents why management believes dhe
useful supplemental measures of Skyline’s perfoean
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Skyline is engaged in two distinctive lines of mess.

a. Revenue producing assets: including the Compahyéetsegments — Investment property, Hospitality in
Canada, Hospitality in USA

b. Real Estate Development

These lines of business supplement each othere wigl revenue producing assets provide the base for
Skyline’s operations.

Revenue Producing Assets Net Operating Income [*NO

Measures which reflect the cash flow generatinditplbof real estate assets are commonly used bl astate
owners which, when considered with IFRS measuiigs, management a more complete understanding qeeptyo
level results before debt service. It also fadiéitacomparisons between Skyline and its competiManagement
believes that revenue producing assets NOI, is @hé&kyline’s key performance indicators since itlpise
management, lenders and investors evaluate ishzminess’ ongoing profitability.

Revenue Producing Assets NOI (“NOI") is a commonasuge of performance in the real estate investment
industry. NOI is one measure used by industry atalgnd investors in the determination of Skylinegenue
producing assets valuation and the Company’s wlititservice debt. As a result, Skyline believest tROI is a
useful supplemental measure of its operating pesdoce for investors and debt holders. NOI assuimaisthe
value of real estate investments does not necbsshrtrease on a systematic basis over time, ammgein
inherent in our application of IFRS (given the dapation charge), and it adjusts for items includedet income
that do not necessarily provide the best indicaf@perating performance.

NOI should not be considered a substitute for nebme or cash flow from operating activities defeed in
accordance with IFRS. Skyline’s method of calcaigtNOI may be different from that of other orgatiaas.

Given the seasonality of its hospitality operatidd®| for a fiscal year, or trailing four quarteONis considered by
the management as a more accurate measure of &kglianue producing assets performance.

Skyline calculates NOI by using Profit from Opeoat and adjusting for:

i) Gross profit from Development Segment

i) Gross profit from Other

iii) Depreciation and Amortization

iv) Gain (loss) on fair value adjustments

V) Selling and Marketing expenses for DevelopmentEinteshare

Vi) Administrative and General expenses

Vi) Non-recurring costs or revenue that may impact ¢ash items are considered non-recurring when a

similar revenue or cost is not reasonably likelpoour within the next two years and has not oezurr
during the prior two years.

Adjusted Net Operating Income (ANOI)

Skyline uses ANOI as its measure of normalized ajreg cash flow from its revenue producing assets brder to
assess the performance of Skyline’s revenue prodwasset group.

AFFO is defined as NOI adjusted for:

i) Administrative and General expenses.
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i) Non-recurring revenue or costs that may impact ¢ast items are considered non-recurring when a
similar revenue or cost is not reasonably likelpoour within the next two years and has not oezurr
during the prior two years.

iii) Results of operations of revenue producing asde#t tere not included in the Company’s
consolidated financial statements for the entir@tm@ccounting period.

There is no standard industry- defined measureNDA Skyline’s method of calculating ANOI may bédfdient
from that of other organizations.

FOR THREE MONTHS ENDED FOR NINE MONTHS ENDED FOR 12 MONTHS ENDED FOR THE YEAR ENDED

September 30, September 30, September 30, September 30, September 30, December 31,
2016 2015 2016 2015 2016 2015

PROFIT FROM OPERATIONS 3,756 2,771 8,621 5,173 11,850 8,402
Less segments that are not producing
revenue, revenue net of expenses and
costs:
Real estate sales (condos and inventory) 27 (94) (1,005) (81) (936) (12)
Sale of Timeshare units 65 87 (111) (15) 111 207
Write-down of real estate inventory to
net realisable value - - 2,655 - 2,655 -
Loss (gain) from fair value adjustments 127 165 (2,663) (1,987) (1,721) (1,045)
Add:
Development periodic costs 424 289 1,259 844 1,465 1,050
Depreciation 1,582 1,318 4,795 3,824 6,297 5,326
Selling and marketing expenses 206 384 1,059 1,321 1,601 1,863
Revenue producing assets NOI 6,187 4,920 14,610 9,079 21,322 15,791
Adjusted NOI
Revenue producing assets NOI 6,187 4,920 14,610 9,079 21,322 15,791
less Administrative and general 1,071 783 3,230 2,640 4,989 4,399
expenses
Add Renaissance hotel results prior to
acquisition - 2,298 - 4,976 1,346 6,322
Commissions and fees

- - - - (4,620) (4,620)
ANOI 7,258 8,001 17,840 16,695 23,037 21,892

Investment Property Segment:

This segment consists primarily of the Company’ddings in the retail at the Blue mountain villagedasome
commercial rentals in its urban hotels.

The revenue and gross profit from the Investmeop®ity segment operations for the nine and threethmoeriod
ended September 30, 2016 was $2,796 ($1,655 or 8886$885 ($391 or 44%) respectively, compared2t6d6
($1,402 or 54%) and $873 ($417 or 48%) for theesponding periods in 2015.

The increase in revenue is mainly due to an ineréaghe Blue Mountain Resort occupancy rate to%.Gihd
improvement in efficiency.

Samé assets analysis:

! For the purposes of the analysis, the Renaissanta kesults that were consolidated from October2Z85 and the associated fees, were
excluded from the current reporting period and djnsiment in 2015 and 2016 was made to reflectusi@h of the Cosmopolitan and Pantages
Hotels’, as they were sold in July 2015 and Au@@i6, respectively, as well as an exclusion ohtbepitality head office.
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The same asset analysis incorporates results oatpe of the assets that the Company held foeastl two full
periods ending September 30, 2016 and 2015. Tresstsaare comprised of the Company’s Ontario ResBltie
Mountain Retail, the Bear Valley resort and HyatgBncy Arcade.

The revenue from same assets in the Hospitalitylanestment segment recorded during the reporting month
period was $62,685 compared to $59,491 in the spomding period in 2015, representing an incredsk8d.94
(5.4%), which is primarily attributable to increaserevenue at Bear Valley resort in California,.U®e expenses
and costs during the reporting period were $53 90pared to $50,955 recorded in the correspondanigpg in
2015, representing an increase of 2,435 (approgimdt8%).

The Gross operating profit for the current perioasv$9,295 (14.8% of the revenue) compared to $8j536e
corresponding period in 2015 (14.3% of the reventepresenting an increase of $759. The increapernszarily
attributable to the USA hospitality segment.

The NOI (gross operating profit excluding depreomatcosts for the current period was $12,743 (20#%he
revenue) compared to $11,606 in the correspondinigg in 2015 (19.5% of the revenue), represerdimgncrease
of $1,137.

Other (Vacation Ownership):

In late October 2013, the Company launched a “Vaga®wnership” operation so as to optimize the asafgthe
Company’s hotels and resorts. All costs incurredharketing, operating, and promoting the timeshmrginess as
well as administration, set up and sales costseapensed as incurred. The Company has made a nuhber
operational changes and reduced staffing levelthefVacation Ownership operation.

Sales and marketing expenses

Sales and marketing expenses in the nine monthcerided September 30, 2016 were $1,059, compaki321

recorded during the nine month period ended Sepe®, 2015. The reduction in sales and marketkpg®eses is
attributable to a reduction of $630 in the saled mwarketing activities of the Vacation Ownershig @am increase of
$589 due to marketing activities of the Copelandistoproject at Horseshoe resort in addition tocgdu to other

marketing activities.

Administrative and general expenses

Administrative and general expenses for the ninatmperiod ended September 30, 2016 totaled $3¢280pared
to $2,640 during the corresponding period in 200 increase is attributed primarily to the costesfnination
benefits of the former CEO totaling approximateB0®, capital markets consulting fees and severpagments to
some of the Company’s head office employees.

Fair Value Adjustment

See “Section IV income Statement Highligfitsabove.

Financing expenses, net

Financing expenses, net for the nine month perimtbe September 30, 2016 were $7,763, compared,8245
during the corresponding period in 2015. The inseem financial expenses is mainly due to the charig$l.7
million due to 4% the Canadian dollar depreciationrelation to Israeli Shekel, that affected then(any’s
obligations (denominated in Israeli Shekel) tdbived holders in Israel.

Income Taxes
The Company’s tax expenses in the nine month perattd September 30, 2016 were $1,984, comparada®

income of $1,139 in the corresponding period in2@uring the reporting period, the Company cloedsale of
the Pantages hotel and recorded a capital gai8,aD$.
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Profit for the period

The profit for the period ended September 30, 2046 $7,205, compared to $1,929 in the corresporginigd in
2015. SedX Income Statements and Segmental Anahfzise.

X. Summary of Quarterly Results

Eight quarter comparison:

The table below provides selected quarterly finangiformation for our eight most recently comptetéiscal
quarters. This information is unaudited, but refieall adjustments of a normal, recurring naturéctviare, in our
opinion, necessary to present a fair statemerteofdsults of operations for the periods presented.

Quarter-by-quarter comparisons of our financialittssare not necessarily meaningful and shoulcoeatelied upon

as an indication of future performance.

(in thousands of Q3- Q2- Q1- Q4 - Q3- Q2- Q1- Q4-
Canadian Dollars) 2016 2016 2016 2015 2015 2015 2015 2014
REVENUE 35,457 32,453 48,096 29,06) 25,053 18,032 4,528 18,642
EXPENSES AND

COSTS 30,297 32,976 42,486 22,588 | 20,950 17,672 21,834 17,003
GROSS PROFIT (LOSS) 5,160 (523) 5,610 6,47 4,103 603 2,684 1,639
Gain (Loss) from fair value 127 (2,884) 94 (942) (165) 2,211 (59) 2.14p
adjustments

Selling and marketing 206 397 456 542 384 411 526 804
expenses

Administrative and general 1,071 1,035 1,124 1,759 783 795 1,062 (8
expenses

PROFIT (LOSS) FROM 3,756 929 3,936 3,229 2,771 1,365 1,037 3,0p0
OPERATIONS

Financial expense 3,504 2,187 2,089 1,728 1,713 1,871 1,770 1,716
Financial income (10) - ) 3) (13) -- 17) (113)
Other expense (347) 6 (39) 560 - - - -
Gain on sale of investment (8,592) - - (549) (3,219) - - --
Gain from bargain - - - (8,274) - - -- --
purchase

PROFIT (LOSS)

BEFORE INCOME 9,201 (1,264) 1,893 9,767 4,290 (506) (716) 1,397
TAXES

Income tax expense 1,733 (291) 542 3.601 1,195 (150) 94 31
(recovery)

PROFIT (LOSS) FOR

THE PERIOD 7,468 (973) 1,351 6,166 3,095 (356) (810) 1,087
Basic and diluted 0.42 (0.19) 0.10 0.21 0.18 (0.06)  (0.05) 0.06
earnings per share

Currency exchange 0.76 0.77 0.77 0.72 0.75 0.80 0.79 0.8p
USD/CAD (noon rate)
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For a discussion of factors that caused variaticer the quarters necessary to understand genenalsithat have
developed and the seasonality of the businesSeaeteon VIl -Factors Affecting Performanadbove and Section
XVI - Exposure to market risks and ways of managing thelow. Seasonality and competitive conditionsthee
largest factors.

Xl. Additional Financial Information

The Company'’s assets as at September 30, 2016d®ar6,183 compared to $381,858 in December 35K.20

The total non-current consolidated financial lidles were $135,788 as at September 30, 2016 caupgr
$108,920 in December 31, 2015.

Xll. Outlook
The Company's strategy is to continue focusingneestments in cash flowing hotels and resorts, Ingstregions
benefiting from economic stability. The Canadianl &5 economy is expected to continue to providavarable

business environment for the Company. For moreindtion please see Section Business Highlightabove.

Xlll. Liquidity and Cash Flow Analysis

The following table summarizes the statement ohdtmvs of the Company (for the period of nine nfenended
September 30, 2016 and 2015 see attached conedliflafncial statements as of September 30, 2016):

Period ended  Period ended Year ended
September 30, September 30, December 31,
2016 2015 2015

(Unaudited) (Unaudited) (Audited)
Profit (Loss) for the period 7,846 1,929 8,095
Net cash provided (used) by operations (5,298) (8,980) 655
Net cash provided (used) in investing activities 24,836 8,459 (11,658)
Net cash provided (used) in financing activities (5,690) (8,241) 10,845
Foreign Exchange translation of foreign operati 330 (95) (580)
Increase (Decrease) in cash and cash equivalgnts 14,178 (8,857) (738)
Cash and cash equivalents, beginning of the peg 14,204 14,942 14,942
Cash and cash equivalents, end of the period 28,382 6,085 14,204

Cash Flows from Operations

As part of its business development strategy, thegany acquires and sells real estate propertlesseTactivities
typically result in negative cash flows from invagtactivities at acquisition and positive cashilon disposition.
In addition, the Company is involved in construntiof various residential real estate projects ugifahded by
third party financing, which result in negative katow from operations and positive cash flow frdimancing
activities during the construction periods anddpposite on closing.

During the nine month period ended September 3@626he Company produced negative cash flow from
operations of $5,298 compared to a negative cashdf $8,980 in the corresponding period in 20Xfmprily due
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to the recognition of the Copeland House projéwf tvas not yet closed financially and resultedrinincrease in
trade receivables. That increase in trade recedgaluhs offset by a corresponding decrease irestale inventory.

Cash Flows Used in Investment Activities

In the nine month reporting period ended SepterdBer2016, the Company generated $24,836 from ussting
activities compared to $8,459 in the correspongi@god in 2015. The positive cash flow from investrhactivities
is mainly due to the sale closing of Pantages hetblle in the corresponding period in 2015 theifdaes cash
inflow was mainly due to sale closing of the Coswldan hotel.

Cash Flows from Financing Activities

During the nine month period ended September 3062the decrease in net cash from financing amsitvas
$5,690 compared to a decrease of $8,241 in theesmonding period in 2015. The negative cash floomnfr
financing activities is mainly due to the repaymehtoans (including loans to related parties), ahhivas offset by
raising bonds, as part of refinancing of the oldielot, and proceeds of loans payable (mainly on iResace Hotel
acquisition and other construction loans). In tber&sponding period in 2015 the negative cash fleag due to
loans repayment that exceeded new financing feslthe Company utilize during the correspondingoge

Liquidity and Capital Resources

Cash and loans:

As for September 30, 2016, the balance of Cashcasld equivalents of the Company totaled to $28¢@82pared
to $14,204 on December 31, 2015. During the thudrtgr of 2016, the Company refinanced a matuag lwith
the bonds issued under the Bond Offering. Thamnaefting increased the effective average duratiorthef
Company’s obligations to financial institutions @naxisting credit facilities from 2.2 years as Joine 30, 2016 to
4.5 years as for September 30, 2016, improvingdCimmpany'’s financial flexibility. The Company’s h#23,520 of
current maturities of long term loans and shont&yans, including the bonds under the Bond Offgras opposed
to $75,198 current maturities presented in June286 financial statements. As of September 30,62@e
Company has $15 million of unutilized credit linda. addition, in November 2016, the Company reachad
agreement in principal with a financial institutjomhich would secure a $20 million line of credihe credit line
will bear an interest of 4.7% for the utilized port and 0.25% for the unutilized portion. The Hasisge resort will
be used as a collateral. The Company is expedihg@ye this line of credit in place by the endhaf year.

Working capital:

As of September 30, 2016, the working capital ef @ompany totaled to $83,267 compared to $1,1@Btember
31, 2015. The increase of $82,159 in working capstarimarily attributable to a maturing loan thveas refinanced
by the way of issuing bonds $41,500 (net of castduly 2016 under the Bond Offering, a repayméra Bantages
Hotel loan of $12,364, and classification of PoxtMicoll lands totaling to $23,009 from non-currémtcurrent real
estate inventory, as those are expected to bedswidg Company’s operation cycle (see note 1 tocthresolidated
financial statements for September 30, 2016).

Bonds:

On July 14, 2016, following a shelf prospectus [sifgd in 2014, the Company raised 123,300 NIS ohéees
(approximately $41,500) through the issuance ofdscseries A under the Bond Offering. The raisedwaravill
bear an annual nominal interest of 5.2% payable-samually. The first interest payment is due onuiay 15,
2017. The principal is payable on semi-annual bagide the first principal is due on July 15, 20E&ch principal
payment is 2.5% of the raised amount, while th¢ payment, due on January 15, 2023, will be theairimg
72.5% of the raised amount. The Deerhurst Resaduding the surrounding lands) is a collateral tioe raised
amount. Per the main covenants of the deed of, tthet Company to maintain a maximal LTV of 75% and
minimum shareholders’ equity of $100 million. Ther@any complies with all covenants required indeed of
trust. The calculated annual effective interest is6.09%.
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Warrants:

As at November 14, 2016, there remains 351,850antsr(series 2) outstanding that have an exergise pf
NIS55 ($19.23) per warrant and an expiry date ofddd®b, 2018. A warrant (series 2) that is not eisext prior to
March 5, 2018 expires and is terminated, with mohtr rights to the holder thereof. A detailed digdion of the
rights, privileges, restrictions and conditionsaekted to the warrants (series 2) is included in Aonual
Information Form.

Shares:

The Company’s capital resources include amountedairom the sale of its common shares. The Conpany
common shares are listed for trading on the Tel/Stock Exchange.

General:

In the Company's management opinion, it is typibal a real estate development company like Skylvith an
operating cycle of longer than one year, which funtst of its investments and real estate projactaigh credit
from financial institutions, incurs a net cash tawf from operations.

The Company’s current liabilities include $23,52@rrent maturities of long term loans, bonds andrtsterm
construction debt. There is a net cash outflow faparations of $5,298 as per the interim consdidiatatements
of cash flow for nine months ended September 3062This net cash outflow from operations, whenliapple, is
not expected to adversely affect the Company'siessioperations, since according to its past expegi financial
institutions refinance the loans in addition to faet that there are a substantial number of piatelenders. See
above under “Cash and loans”. There is howeveruavapntee that the Company will be able to secuyareguired
refinancing or any additional financing. Readers egminded that past experience is not a reliaidécator of
future results See the “Cautionary Note Regardingvard Looking Statements” section and the “Riskt&es”
section in this MD&A.

XIV. Financial Instruments and Off-Balance Sheet Arangements

As at September 30, 2016, the Company has noteshieto any derivative or other off-balance shesr@yements
that have, or are reasonably likely to have, aeriror future effect on the financial performancefinancial
condition of the Company.

Company’s Distributions

There is no dividend distribution policy to sharklsss at this time.

XV. Critical Accounting Policies and Estimates

The presentation of the consolidated financial esteints in accordance with IFRS involves estimated a
assumptions that may affect the data presentein&iss and assumptions are continuously evaluatédie based
on management’s best knowledge of the relevans faotl circumstances, having regard to previousrexqme.
However, actual outcomes may differ from the amsumtiuded in the financial statements.

The Company believes these estimates to be critical

1. Investment property and property, plant and equigrassets, including property held for sale
The estimates include investment property and gkl within property plant and equipment at faiduea
determined by external independent appraisers.aiahs involve the use of discount rates and assangabout

occupancy rates, room rates and other criticaliogetvhich involve uncertainty.

During the reporting period, no significant charigethe value of investment property and propertgnp and
equipment exists, except for the Blue Mountaindtamaluation (see also Section VII — Developm&eagment
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2.

Real estate Inventory

The estimates include real estate inventory that igarious stages of completion. They includedsmations of
the costs to complete and net realizable valubeptojects and other critical metrics which inelincertainty.

During the reporting period, there have been noiiggnt write offs of inventory to net realizablalue.

3.

Contingencies and lawsuits

When estimating the lawsuits filed against the Camypand its subsidiaries, the Company relied oroffieion of
its legal advisors. The opinions of legal counsel lBased on best professional judgment, taking actmunt the
stage of the proceedings and legal experience di@nearious matters. The outcome of the claimsidgigd by the
courts, could differ from these estimates.

During the nine months ended September 30, 20&6e tas been no material change in the provisionsspect of

claims.

XVI. Exposure to market risks and ways of managinghem

The Company appointed Mr. Vadim Shub who is a @edtiPublic Accountant in Israel, the U.S. and Gpaand
who has served as CFO of Skyline Canada since 20@sess the Company'’s exposure to risks.

1.

Exchange rates: The Company’s performance is iregday foreign currency fluctuations, notably of the
Canadian dollar relative to the United States dollahe Company faces large exposure to the
Canadian/U.S. dollar exchange rate since the Coynpas significant operations and assets in theednit
States and reports its result in Canadian dollseg (below). As of September 30, 2016 (compared to
December 31, 2015), the U.S. dollar weakened bycaqipately 5.2%. For more information regarding the
influence of the foreign exchange rate on Compamyjsity, see note 34d in the annual consolidated
financial statements for the year ended DecembgP@15. From September 30, 2016 until November 14,
2016, the U.S. dollar appreciated by approxima®ekpoe compared to Canadian dollar. In Management'’s
view, a weaker Canadian Dollar helps domestic boasid resorts by encouraging travel to and within
Canada and discouraging Canadians to travel tbltiited States.

As the Company issued bonds in New Israeli Shekdkuthe Bond Offering, it has an exposure to that
currency as well. The management is consideringwsihedging solutions. As of September 30, 2016, t
Company recorded a $1.7 financial expense due \aluation of the bonds, as the Canadian dollar
weakened compared to the New Israeli Shekel. Theagement of the company is considering hedging
this exposure, subject to the availability and aafsthe hedge instruments. The Company has nomurre
hedging activities.

Management holds regular discussions on the exposuwvarious market risks, including changes in
exchange rates. The Company's policy is to mairgtaiarrelation between the currency in which treeess
are acquired and the currency of the loans the @osnpakes to finance those assets, in order totaiain
equity in that currency. The change in U.S. do#lachange rate has significant impact on the Company
following the acquisition of the Bear Valley resamt California and Renaissance Hotel in Ohio witke t
following balance sheet proportions: assets 248hijlities 29% and equity 17% based on September 30,
2016 balance sheet. The Company’'s U.S. operationsilbuted 47% of revenue and 92% of gross profit
for the nine month period ended September 30, 20t®& Company does not purchase financial
instruments that hedge the currency rate risk. &mgh rate risk is minimized by borrowing in U.Sllais

for properties in the United States.

Market Risks: The Company is subject to a numberigifs and uncertainty, primarily risks associated
with: the development of future assets, competjtimal estate markets, general and regional ecanomi
conditions, the availability and cost of financirayd changes in interest rates due to uncertamtye
world markets including Israel, United States armh&la. The Company does not hold or issue derévativ
financial instruments for trading purposes.
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XVII. Risk Factors

Investors should carefully consider all of the imfiation disclosed in this MD&A prior to investing the securities
of the Company. Our hospitality operations, rethtesdevelopment projects, vacation club, and firdmesults are
subject to various risks and uncertainties thatlcc@adversely affect our prospects, financial resufinancial

condition and cash flow. In addition to the oth&ormation presented in this MD&A, the followingkis should be
given special consideration as part of any investrdecision in the Company’s securities.

Our industry is sensitive to weakness in general enomic conditions and risks associated with the oval
travel, leisure, and recreational community industres.

Weak economic conditions in Canada and the Unitate$, including high unemployment, erosion of coner
confidence, and the availability and cost of debay potentially have negative effects on the traued leisure
industry, the recreational community developmedusiry, and on our results of operations. An ecdo@ownturn
could negatively impact consumer spending on vanatkal estate and at our hospitality outlets. \Aenot predict
how economic trends will worsen or improve our fetoperating results. The actual or perceived déaveakness
in the economy could also lead to decreased spgtgimur guests. We may not be able to increaspribe of our
offerings commensurate with our costs.

Further, the uncertainty over the duration of thesak economic conditions could have a negativeaghpn the
vacation ownership industry. As a result of weakstomer confidence and limited availability of comsw credit,
we may experience weakened demand for our vacatimership products. Recent improvements in demsaamdi$s
globally may not continue, and our future finaneesults and growth could be further harmed or waimed if the
recovery stalls or conditions worsen. Moreoveraassult of current economic conditions, an indrepsumber of
existing owners are offering their vacation owngrshterests for sale on the secondary marketethecreating
additional pricing pressure on our sale of vacat@emership products, which could cause our salesmges and
profits to decline.

Variations in the timing of peak periods, holidaysand weekends may affect the comparability of our raults
of operations.

Depending on how peak periods, school breaks, &dicdind weekends fall on the calendar, in any gjear we
may have more or less peak periods, holidays arekevels in each fiscal quarter compared to priorsyeaith a
corresponding difference in adjacent fiscal quartdthese differences can result in material diffees in our
quarterly results of operations and affect the canalpility of our results of operations.

We are vulnerable to the risk of unfavorable weatheconditions and the impact of natural disasters.

Our ability to attract guests to our resorts iduenced by weather conditions such as rain in thenser and the
amount and timing of snowfall during the ski seaddmfavorable weather conditions can adverselycaffesits and

our revenue and profits. Unseasonably cold or wagather may influence the momentum and succed®diigh

seasons at our resorts. Unfavorable weather condittan adversely affect our resorts and lodgirgerties as
guests tend to delay or postpone vacations if ¢ciomdi differ from those that typically prevail aich resorts for a
given season. There is no way for us to predictréutveather patterns or the impact that weatheenat may have
on our results of operations or visitation.

Climate change may adversely impact our results afperations.

There is a growing political and scientific conagnghat emissions of greenhouse gases continudteio the

composition of the global atmosphere in ways thmataifecting and are expected to continue affectivegglobal

climate. The effects of climate change, including anpact of global warming, could have a matesiderse effect
on our business, prospects, financial conditiosilte of operations and cash flows.

Warmer overall temperatures and other effectsiofate change may adversely affect skier and sunvisés and
our revenue and profits. In addition, a steadydase in global temperatures could shorten theeslda. Changes
to the amount of snowfall and differences in weatbetterns may increase our snowmaking expenséitirdur
snowmaking capabilities and negatively impact sginceptions of the ski season.

21|



The high fixed cost structure of our business canesult in significantly lower margins if visitation to our
hotels and resorts declines.

Our profitability is highly dependent on visitatiohlowever, the cost structure of our business hgsificant
components that cannot be eliminated when skidtsvétecline, including costs related to utilitiésformation
technology, insurance, year-round employees angegunt. The occurrence of other risk factors disedsherein
could adversely affect visitation at our resortsl ave may not be able to reduce fixed costs at #meesrate as
declining revenues.

We face significant competition.

The hotel, resort, lodging, vacation club, and resfate development industries are highly competitOur
competitors may have access to greater financiatkeing and other resources and may have accds®mtwing
on more attractive terms than us. As a result, thay be able to devote more resources to improsirtgmarketing
their offerings or more readily take advantage ajusitions or other opportunities. Our vacationbctompetes
with the vacation ownership brands of major hotelins in national and international venues, as aglwith the
vacation rental options (e.g., hotels, resorts emadominium rentals) offered by the lodging indysif we are
unable to compete successfully, our business, potspfinancial condition, results of operationsl @ash flows
will be materially adversely affected.

Our real estate development projects rely on munigial approvals and adequate infrastructure.

Our real estate development projects require adeguomanicipal services for sewage treatment, potadéer
supply, fire flow, and road access. There are radsociated with insufficient capacities, partidylén rural areas,
resulting in costly delays and expensive upgradesetvage treatment plants, pumping stations, wed#ls, water
storage towers, and road intersection improvements.

Timely municipal approvals for Official Plan Amenénts, Zoning By-law Amendments, Plans of Subdivisjo
Consents for Severance, Site Plan Approvals, Mifaiances to the Zoning By-law, and Building Pesmibt only
depend on adequate municipal services but alsmliticpl support. There are considerable riskseing subjected
to lengthy appeals procedures initiated either &yimni the absence of required approvals, or bytiagisesidents
opposed to our developments.

Our business is capital intensive.

We must regularly expend capital to construct, ma@nand renovate our properties in order to rersampetitive,

maintain the value and brand standards of our ptiegeand comply with applicable laws and reguladioWe

cannot always predict where capital will need todxpended in any fiscal year and capital expenghturan

increase due to forces beyond our control. Furtivercannot be certain that we will have enoughtabpi that we

will be able to raise capital by issuing equitydabt securities or through other financing methodgeasonable
terms, if at all, to execute our business planagklof available funds for capital expendituresliddave a material
adverse effect on our business, prospects, finbowialition, results of operations and cash flows.

We may not be able to fund resort capital expendittes and investment in future real estate projects.

Our ability to fund expenditures will depend on aiility to generate sufficient cash flow from ogéons and/or to
borrow from third parties. We cannot provide assoes that our operations will be able to generatécgnt cash
flow to fund such costs, or that we will be ableotwain sufficient financing on adequate termsataall. In addition,
there can be no assurances that future real ettatopment projects can be self-funded with cagtilable on
hand, through advance pre-sale deposits or thréhigh party real estate financing. Our ability tengrate cash
flow and to obtain third-party financing will depgnupon many factors, including: our future opemtin
performance; general economic conditions and ecanooamditions affecting the resort industry, thegel capital
markets; competition; legislative and regulatoryttera affecting our operations and business; arrdability to
meet our presales targets on our vertical reateesiavelopment projects. Any inability to genersiéficient cash
flows from operations or to obtain adequate thiagtyp financing could cause us to delay or abandwtam projects
and/or plans.
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Further, the ability to enter into a revolving corgte credit facility on reasonable economic termay adversely
affect our ability to obtain the additional finangi necessary to acquire additional vacation owmgrsiventory.

The ability to provide consumer financing for vasatownership customers may impact the results foperations
and cash flow.

Our operations and development activities are subfg to extensive laws, rules, regulations and polies
administered by various federal, provincial, stateregional, municipal and other governmental authoriies.

Our operations are subject to a variety of fedestake, provincial, regional and local laws andutatjons, including
those relating to lift operations, emissions to dive discharges to water, storage, treatment @pubsdal of fuel and
wastes, land use, remediation of contaminated siteb protection of the environment, natural resesirand
wildlife. We are also subject to worker health aadety laws and regulations. From time to time @perations are
subject to inspections by environmental regulatamsl other regulatory agencies. While regulatoryraygds

provide a significant barrier to new entrants im smdustry, such approvals may be time consumirgdy @nsume
considerable capital and manpower resources. Gartefto comply with applicable laws and regulagafo not
eliminate the risk that we may be held liable foedrhes of these laws and regulations, which msyitren fines

and penalties or subject us to claims for damagability for any fines, penalties, damages or reiagon costs, or
changes in applicable laws or regulations, coulkerematerial adverse effect on our business, paspfinancial
condition, results of operations and cash flows.

We are subject to extensive environmental laws amggulations in the ordinary course of business.

Our operations are subject to a variety of fedgradyincial, state and local environmental laws aegulations
including those relating to emissions to the aisclarges to water, storage, treatment and dispdsaastes, land
use, remediation of contaminated sites and pratecti natural resources such as wetlands. Ouitfasibre subject
to risks associated with mold and other indoording contaminants. From time to time our operatiares subject
to inspections by environmental regulators and rotegulatory agencies. We are also subject to wdnkalth and
safety requirements. We believe our operations imresubstantial compliance with applicable material
environmental, health and safety requirements. \Wkewe our operations are in substantial compliawndt
applicable material environmental, health and yafequirements. However, our efforts to comply a@o @liminate
the risk that we may be held liable, incur finesber subject to claims for damages, and that theuatnof any
liability, fines, damages or remediation costs rbaymaterial for, among other things, the presemcelease of
regulated materials at, on or emanating from prigere now or formerly owned or operated, newlcdvered
environmental impacts or contamination at or fromy af our properties, or changes in environmeraalsl and
regulations or their enforcement.

We rely on information technology to operate our bsinesses and maintain our competitiveness, and any
failure to adapt to technological developments omidustry trends could harm our business.

We depend on the use of sophisticated informagohriology and systems, including technology antesys used
for central reservations, point of sale, procuretmadministration and technologies we make avalablour guests.
We must continuously improve and upgrade our systand infrastructure to offer enhanced productsjicsss,
features and functionality, while maintaining ttediability and integrity of our systems and infrasture. Our
future success also depends on our ability to adapinfrastructure to meet rapidly evolving congurtrends and
demands and to respond to competitive service erdlpt offerings.

In addition, we may not be able to maintain oursBng systems or replace or introduce new technedognd
systems as quickly as we would like or in a cofdetive manner. Delays or difficulties in implemimgt new or
enhanced systems may keep us from achieving theedeassults in a timely manner, to the extentcpdited, or at
all. Any interruptions, outages or delays in oustsyns, or deterioration in their performance, caoigair our
ability to process transactions and could decreasejuality of service that we offer to our guegtlso, we may be
unable to devote financial resources to new tedugies and systems in the future. If any of thesm&ss/occur, our
business and financial performance could suffer.
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We are subject to litigation in the ordinary courseof business.

We are, from time to time, subject to various asskor unasserted legal proceedings and claims.sfiok claims,
regardless of merit, could be time consuming amkeegive to defend and could divert managemengntin and
resources. While we believe we have adequate inseraoverage and/or accrue for loss contingendeslf
known matters that are probable and can be reagoestimated, we cannot assure that the outconadl cfurrent
or future litigation will not have a material adsereffect on us and our results of operations.

The nature of our responsibilities in managing wagation ownership properties will from time to &rgive rise to
disagreements with the owners of vacation ownergtigrests and property owners’ associations. Wak e
resolve any disagreements in order to develop aaidtain positive relations with current and potehtiwners and
property owners’ associations but cannot alwayssdo Failure to resolve such disagreements hastedsin
litigation, and could do so again in the future.aly such litigation results in a significant adgesjudgment,
settlement or court order, we could suffer sigaifitlosses, our profits could be reduced, our gt could be
harmed and our future ability to operate our bussneould be constrained. Disagreements with prpmerhers’
associations could also result in the loss of manmemt contracts.

Our business depends on the quality and reputationf our brands, and any deterioration in the quality or
reputation of these brands could have an adverse pact on our business.

A negative public image or other adverse eventddcafiect the reputation of one or more of our idgorts, other
destination resorts, hotel properties and othemlegses or more generally impact the reputatioounfbrands. If
the reputation or perceived quality of our brandslithes, our market share, reputation, businesanéial condition
or results of operations could be adversely imghctdne unauthorized use of our trademarks could disinish

the value of our brands and their market acceptacmmpetitive advantages or goodwill, which couttversely
affect our business.

The maintenance and improvement of vacation ownergh properties depends on maintenance fees paid by
the owners of vacation ownership interests.

Owners of our vacation ownership interests must payntenance fees levied by property owners’ aasioci
boards. These maintenance fees are used to maamairefurbish the vacation ownership propertiestarkeep the
properties in compliance with our brand standatdgroperty owners’ association boards do not Iswufficient
maintenance fees, or if owners of vacation ownershierests do not pay their maintenance fees,vuation
ownership properties could fall into disrepair dail to comply with applicable brand standardsa Ifesort fails to
comply with applicable brand standards, the resnlld be decreased customer satisfaction therepgifimg our
ability to market and sell our products.

We depend on a seasonal workforce.

Our outdoor and lodging operations are highly depehon a large seasonal workforce. We recruit-yeand to
fill thousands of seasonal staffing needs eachoseand work to manage seasonal wages and the tiofitige
hiring process to ensure the appropriate workfisca place. We cannot guarantee that materiakases in the
cost of securing our seasonal workforce will notieeessary in the future. Furthermore, we cannatagee that
we will be able to recruit and hire adequate sealsparsonnel as the business requires. Increassdrss wages or
an inadequate workforce could have an adverse ingmaour results of operations.

If we do not retain our key personnel, our businesmay suffer.

The success of our business is heavily dependethefeadership of key management personnel, imgdudur
senior executive officers. If any of these perseese to leave, it could be difficult to replacernieand our business
could be harmed. We maintain “key-man” life insur@amon our President. The Company relies on Mr.BRitrich
(who is also Chair of the Board and a controllihgreholder) for his expertise in the Company’s aaoperation
and ability to promote our business.
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We are subject to risks associated with our workfore.

We are subject to various federal, state and poislifaws governing matters such as minimum wageirements,
overtime compensation and other working conditiotiizenship requirements, discrimination and famaind

medical leave. Our operations in Canada are albfeatuto laws that may require us to make severanagther

payments to employees upon their termination. lditeh, we are continuing to assess the impact &. Wederal
healthcare reform law and regulations on our heatth benefit costs, which will likely increase thmount of
healthcare expenses paid by us. Immigration laarmefcould also impact our workforce because weuieand

hire foreign nationals as part of our seasonal Yeode. We have a significant workforce due to oastvoperations
and if our labor-related expenses increase, ouratipg expenses could increase and our businasandial

condition and results of operations could be harmed

From time to time, we have also experienced noorummployees attempting to unionize. While onlynzals
portion of our employees are unionized at presemstmay experience additional union activity in fiaéure. In
addition, future legislation could make it easier @inions to organize and obtain collectively bargd benefits,
which could increase our operating expenses andtivety affect our business, prospects, financiahdition,
results of operations and cash flows.

Our acquisitions or future acquisitions might not ke successful.

We have acquired certain resorts, hotel properties destination resort community development lands.
Acquisitions are complex to evaluate, execute atebrate. We cannot assure you that we will be &béecurately
evaluate or successfully integrate and manage @eatjgki resorts, properties and businesses aneaserour profits
from these operations. We continually evaluate mak acquisitions and intend to actively pursuguasition
opportunities, some of which could be significait. a result, we face various risks from acquisgioimcluding:

our evaluation of the synergies and/or long-termeffies of an acquired business; our inability teegrate acquired
businesses into our operations as planned; diversfoour management’s attention; potential incrdadebt
leverage; litigation arising from acquisition adyy and unanticipated problems or liabilities.

In addition, we run the risk that any new acquisisi may fail to perform in accordance with expécte, and that
estimates of the costs of improvements for sucphgntées may prove inaccurate.

We are subject to risks related to currency fluctugions.

We present our financial statements in CanadialadolWhile we have sourced debt in United Statdlsus for the

Hyatt Regency Cleveland hotel and Renaissance HateCleveland Ohio, a significant fluctuation ineth
Canada/U.S. exchange rate could impact our netmacafter tax that is reported in Canadian doll@strency

variations can also contribute to variations iresat our hotels and resorts from: United Stateisleats visiting

Canada and Canadian residents travelling to theetd@tates.

We borrowed $43 million dollars at the capital merkn Israel, denominated in Israeli Shekels, aifiant
fluctuation in the Canada/lsrael exchange ratkimpact our net income after tax, and cash flow.

Certain circumstances may exist whereby our insurace coverage may not cover all possible losses and w
may not be able to renew our insurance policies diavorable terms, or at all.

Although we maintain various property and casuaisurance policies and undertake safety and losgeption
programs to address certain risks, our insurantiei@®do not cover all types of losses and lidie#i and in some
cases may not be sufficient to cover the ultimaist of claims which exceed policy limits. If we dreld liable for
amounts exceeding the limits of our insurance cayeror for claims outside the scope of our coverage
business, prospects, financial condition, resdltsperations and cash flows could be materiallyeasely affected.

In addition, we may not be able to renew our curmesurance policies on favorable terms, or at@ir ability to
obtain future insurance coverage at commercialsoeable rates could be materially adversely aftedtwe or
other companies within or outside our industry aussignificant losses or make significant insusalaims.
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We are subject to accounting regulations and use itain accounting estimates and judgments that may iffer
significantly from actual results.

Implementation of existing and future legislatiomjings, standards and interpretations from thesrhtional
Accounting Standards Board or other regulatory ésdiould affect the presentation of our finandiatesnents and
related disclosures. Future regulatory requiremeatsd significantly change our current accountimgctices and
disclosures. Such changes in the presentation rofimancial statements and related disclosuresdcabhnge an
investor’s interpretation or perception of our fica@l position and results of operations.

We may not be able to fully utilize our net operatig loss carry-forwards.

As of September 30, 2016, we believe we will hageaperating loss carry-forwards of approximatel illion
for Canadian and US federal, provincial and stat®iine tax purposes. To the extent available, wendhto use
these net operating loss carry-forwards to offaaire taxable income associated with our operatidhere can be
no assurance that we will generate sufficient texatrtome in the carry-forward period to utilizeyarmaining loss
carry-forwards before they expire.

Our stock price is highly volatile.

The market price of our stock is highly volatiledasubject to wide fluctuations in response to fectsuch as
quarterly variations in our operating results, whis beyond our control. We are listed on the Sterkhange and
are subject to the capital markets in the Statksmafel. Events beyond our control that take placéhe State of
Israel may negatively affect our stock price.

An active trading market for our Common Shares maynever develop or be sustained.

Although our Common Shares are listed on the SEbahange, an active trading market for our Commbar&s
may not develop on the Stock Exchange or elsewberef developed, that market may not be sustained.
Accordingly, if an active trading market for our @mon Shares does not develop or is not maintathedjquidity

of our Common Shares, your ability to sell your @oom Shares when desired and the prices that youolniayn

for your Common Shares will be adversely affected.

We cannot provide assurance that we will pay dividads.

Any declaration and payment of future dividendshtidders of our common stock will be at the disanetof our
Board in accordance with applicable law after tgkimo account various factors, including our fiogh condition,
our operating results, our current and anticipatesh needs, the impact on our effective tax ratejrmlebtedness,
legal requirements and other factors that our Bareims relevant. Our debt agreements limit ouiitald pay
dividends.

Because we are a holding company, our ability t gesh dividends on our Common Shares will depenthe
receipt of dividends or other distributions fromraubsidiaries. Until such time that we pay a divid, our
investors must rely on sales of their Common Shafes price appreciation, which may never occsrthe only
way to realize any future gains on their investment

Our indebtedness could adversely affect our finanai health and prevent us from fulfilling our obligations.

Our level of indebtedness could have important equences. For example, it could: make it moreadiiffifor us to
satisfy our obligations; increase our vulnerabitiygeneral adverse economic and industry condificequire us to
dedicate a substantial portion of our cash flowrfroperations to payments on our indebtedness,thesglucing
the availability of our cash flow to fund workingymital, capital expenditures, real estate developsnenarketing
efforts and other general corporate purposes; louit flexibility in planning for, or reacting tohanges in our
business and the industry in which we operate;eplecat a competitive disadvantage compared tecaupetitors
that have less debt; and limit our ability to bevradditional funds.
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Fluctuations in interest rates could negatively agct our business.

Fluctuations to available interest rates as a refuthanges to the inflation rate or other factoray negatively
impact the business, results of operations anddiah position of the Company. As well, increasedhe interest
rate may impact the stability of tenants and tleeebccupancy rates and rental fees, which cowgdtnely impact
the value of the Company’s assets.

Our business is sensitive to rising travel costs.

Many of our guests travel by vehicle and higherofiae prices may make travel more expensive andaghthe
number of guests that visit our properties. Asslte occupancy rates of our hotels and resorts Ineagegatively
impacted, which would impact the Company’s revenues

Our business is sensitive to changes in the reata&® industry.

Decreased demand for retail space, decreased feesaldecreased ability for tenants to meet paywigigations,
increased financing costs and improvements at cttivee resorts may negatively impact the Company’'s
operations.

The cost of contractors may impact our future projets.

The cost of employing contractors for the Compamygjects impacts the Company’s profitability. TBempany
could also be impacted by changes in the costwimnaterials and labour, shortages of raw mateaiatslabour and
strikes for unionized labour.

We are subject to certain legal and regulatory mattrs in Israel that may affect the Company.

The Company is subject to the regulations and rements of Israeli Securities Law and Israeli ConipsLaw. It
is possible that the Company will be subject to ahgnges in Israeli law and regulatory requiremems the
possible imposition of requirements from time todiby regulators and Stock Exchange authoritiésréel.

The Company is subject to maintaining certain faialnconditions.

The deed of trust that governs the outstanding ®¢8dries A) requires the Company to maintain geftaancial
conditions which may limit the Company’s abilityincur additional indebtedness or raise additiemgiity. These
restrictions may limit the Company’s ability to &aladvantage of business opportunities as they.adsse
importantly, the Company'’s ability to comply withet covenants may be affected by changes in economic
business conditions or other events beyond itsrocbnf breach of these covenants by the Company and
corresponding default under the deed of trust icuchstances may result in the aggregate amourtteoptincipal
and interest on the bonds (Series A) becoming ddepayable by the Company or the exercise of ebht The
Company’s ability to make accelerated payments lvéldependent upon its cash resources at theitsrahility to
generate sufficient revenue and its access tonalige sources of funds. Accordingly, the Compangability to
comply with the financial conditions could have atarially adverse effect on the Company’s financaidition.

XVIII. _Internal Control over Financial Reporting and Disclosure Controls and Procedures

Our Chief Executive Officer and Chief Financial O#r are responsible for establishing and maintgirthe
Company’s internal control over financial reportiagd other financial disclosure and our disclosigetrols and
procedures.

Internal control over financial reporting is a pess designed to provide reasonable assurance iregaite
reliability of financial reporting and the prepacat of financial statements for external purposeadcordance with
IFRS. The Company’s internal control over financggorting includes those policies and proceduras(f) pertain

to the maintenance of records that, in reasonadtkldaccurately and fairly reflect the transagti@nd dispositions
of the assets of the Company; (ii) are designeprtwide reasonable assurance that transactionseaoeded as
necessary to permit preparation of financial statein accordance with IFRS, and that receiptsexpenditures
of the Company are being made only in accordandb wauthorizations of management and directors ef th
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Company; and (iii) are designed to provide reasknassurance regarding prevention or timely deiactf
unauthorized acquisition, use or disposition of @@mpany’s assets that could have a material effacthe
Company’s financial statements. Internal contratroather financial disclosure is a process desigaeshsure that
other financial information included in this MD&Aairly represents in all material respects theriial condition,
results of operations and cash flows of the Comganthe periods presented in this MD&A.

The Company’s disclosure controls and proceduresdasigned to provide reasonable assurance thariatat
information relating to the Company is made knowmtanagement by others, particularly during theogein
which the interim filings are being prepared andt timformation required to be disclosed by the Canypin its
annual filings, interim filings or other reportdefii or submitted by it under securities legislatisnrecorded,
processed, summarized and reported within the pewods specified in securities legislation. Thempany’s
disclosure controls and procedures includes canaod procedures designed to ensure that informegiguired to
be disclosed by the Company in its annual filiigterim filings or other reports filed or submittedder securities
legislation is accumulated and communicated to Gmnpany’s management, as appropriate to allow yimel
decisions regarding required disclosure.

Due to its inherent limitations, internal contralen financial reporting and disclosure may not prevor detect all
misstatements. Also, projections of any evaluatbreffectiveness to future periods are subjecthi itisk that
controls may become inadequate because of changesnditions, or that the degree of compliance viith
policies or procedures may change.

For the nine months ended September 30, 2016, Heerdeen no change in the Company’s internal aloater
financial reporting that has materially affected,reasonably likely to materially affect, the Ggany’s internal
control over financial reporting. Management hasobaded that there are no material weaknessegiG€tmpany’'s
internal controls over financial reporting as opfenber 30, 2016.

Cautionary Note Regarding Forward Looking Statemens

This MD&A may contain forward looking statementsioformation, within the meaning of applicable Cdiaa
securities laws, which reflect our current viewfutiure events and financial performance. Any stateis contained
herein that are not statements of historical fatay be deemed to be forward-looking statementswvé&tar looking

statements can often, but not always, be identbiethe use of forward looking terminology suchH'msy”, “will”,
“would”, “could”, “should”, “expect”, “intend”, “esimate”, “anticipate”, “plan”, “foresee”, “believedr “continue”

or the negatives of such terms or variations ofrther similar terminology. Such forward looking statents
represent management’s current beliefs and aredbaseinformation currently available to managemégat
management considers reasonable. The forward Igogiatements and information contained in this MD&A
include, but are not limited to, statements withpert to management’s expectations regarding tfiieisacy of
liquidity and capital resources to maintain our rggpiens, expected growth of our business, payméirterest on
borrowings under our credit facilities, the splétiveen current and deferred income taxes in fuberéods and

other information or statements about future eventonditions which may prove to be incorrect.

The forward looking statements and information adgred in this MD&A are subject to a number of sfgrint
known and unknown risks and uncertainties and dtetors that could cause actual results to difiaterially from
those anticipated, including, but not limited tisks relating to unfavorable weather conditiong, sleasonality of
our operations, availability of capital, competitidrom other ski and four season resorts, changekaws,
regulations and policies and failure to comply wéthy legal requirements, the impact of any occgrmatural
disasters, insufficient insurance against mat@taims or losses, risks relating to Company’s a&tesand use of
debt financing, and negative economic, businessaamitet conditions. A more detailed descriptionhase risks is
available in our Annual Information Form for theayeended December 31, 2015, which is availableusmebsite
and at www.sedar.com under our SEDAR profile. Ttwevérd-looking statements contained in this MD&#4 ar
based upon assumptions that management beliebesreasonable, including no adverse developmenesipect of
any significant property in which the Company hotdsinterest; and the absence of other factorscthall cause
actions, events or results to differ from thosecipdited, estimated or intended. However, should onmore of
these risks or uncertainties materialize, or shdh& assumptions underlying the forward lookingestents or
information prove incorrect, actual results mayyvaraterially from those described herein. Accortinthere can
be no assurance that forward-looking statementaformation will prove to be accurate. Readershi$ MD&A
are cautioned that forward-looking statements axfdrination are not guarantees of future performande

28]



Company cannot assure investors that actual resilltde consistent with these forward-looking staents or
information. Therefore, readers of this MD&A shouldt place any undue reliance on forward lookirsgeshents
or information because we give no assurance whatsdbat such expectations will prove to be corrédtof the
forward-looking statements and information in tMB&A are expressly qualified by these cautionargtsments
and other cautionary statements or factors corddieeein.

For additional information with respect to risks)certainties and assumptions, please refer to thk Ractors
section above and to the Company’s Annual Inforomaorm.

The forward looking statements and information lreege made as of the date of this MD&A only, argl lvave no
intention and assume no obligation to update aseeany forward looking statements or informationeflect new
events, information, estimates, opinions or circiamses or otherwise, except as required by appéic@anadian
securities laws.

“Gil Blutrich” ‘Blake Lyori Vadim Shub
Gil Blutrich Blake Lyon Vadim Shub
Chairman CEO CFO

November 14, 2016
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