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Immediate report — Negotiation for the Purchase of Natural Gas

The Company hereby respectfully reports as follows:

1. The Company and Energean Israel Limited (hereinafter: “Energean”), the owner of holdings in the
Karish and Tanin gas fields (hereinafter: the “Gas Field”), have conducted negotiations toward
forming a non-binding memorandum of understating (hereinafter: the “MOU”), which, after being
signed, if and insofar as approved by all authorized entities, shall serve as basis for negotiations
between the parties toward the signing of a binding detailed agreement for the supply of natural gas
(to the extent signed), under which the Company shall purchase natural gas in quantities and for
periods as agreed upon within the framework of such supply agreement, for the purpose of operating
the power plant in Sodom and the Company’s other facilities in Israel.

2. The aforesaid draft MOU includes, inter alia, the following provisions:

a. The total quantity of gas which the Company is expected to purchase from Energean is
approx. 13 BCM with respect to the entire expected period of supply (hereinafter: the “Total
Contractual Quantity”);

b. The supply period shall commence upon the date on which Energean begins operating the
Gas Field, and is expected to conclude upon the earliest of (x) the date on which the entire
Contractual Quantity is consumed or (y) 15 years from the date of commencement of gas
supply to the Company. .

c. A “take or pay” payment mechanism for a minimal annual quantity of natural gas at a scope
and according to the mechanism to be determined;

d. The price of natural gas shall be linked to the electric power generation component and
include a minimal price.

3. It would be noted that negotiations with Energean are being conducted jointly by the Company, Oil
Refineries Ltd. (Bazan)," and OPC Rotem Ltd.”. The Company’s signing of the MOU will require
approval by the Company’s authorized organs and is also subject to the entry by both of the other
purchasers in a separate MOU with Energean. To the best of the Company’s knowledge, an MOU has
yet to be signed between any of the purchasers and Energean. It would be clarified that, if and to the
extent signed, this is a non-binding MOU, and that engagement in an agreement for the supply of gas
and the supply of gas by virtue thereof are subject, among other things, to the completion of
negotiations, to signing the binding agreement and to the meeting of various milestones and
contingency clauses, including also arrangement and supply of natural gas supply for the Company in
case the Gas Field is not developed in actuality.

4. A binding agreement, if and to the extent signed, will require proper approval by the authorized
organs of the Company.

5. At this time, there is no certainty as to the Company’s engagement in such MOU and\or engagement
in a binding agreement or the terms of such binding agreement, insofar as signed.

1 A public company under the control of the Israel Corporation Ltd., the controlling shareholder of the Company, which is under the
(direct and indirect) control of Mr. Idan Ofer.
ZA private company under the indirect control of one of the Company’s controlling shareholders.
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Name of the authorized signatory on the report and name of authorized electronic reporter: Lisa Haimovitz
Position: SVP, Global General Counsel and Company Secretary
Signature Date: 16 July 2017
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