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,2013 ANIOY 1 -2 NYTIN NNHDIY DXOMNN MW ,2012 THYD DN NIT NVIN PNIYD
DY 1123 I MY D) NNNINRN NYYN IRNN NIINRNY NPPPN DTPS NNIMNDA 1D
NN NPYPN NNPDNA XY ,NOR MY NND

2011-27ywNn (NPYPN MNPIN) DNHN HVLI NPYO PINN DN ,2011 120NT2 6 DM
Y905 NPWY DTN DY NN MINDNN 2 DX NINRNDD 7187 PWpIs 1 onY)
1 0Yn YNN 9PIND 1012 OMPYN 11D .)IVIIV MY DY INVYNIA NN
MHINY ONPN MNN MNNN DV 187 NPINA YaP) PN PA 2012 N2

Rubsplabdl

NoN

.2.10.1

.2.10
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0NN DV NPWYI NYIIN DINNXD PIND NDIDA HAPNN ,2012 VOININIA 13 DM
P2 ,yapY NTIPAY 195 NPOXN YN INNNDNA WX ,2012-27ywNn L (NPPPN MPN)
N2»NN INDIDN DY 2% YW NYWA Q0N DN HVY 2013 INWA 1-NN HNN D AN
v (2013 Mmw3a 811,560) NTIPAY 2121 9yDA MAPN DIDON DY NOWN TS DV

(790> DN PNY) YVIAD DI ,PND DIVNVNN DY 1T DH MAN NHNRNNL POIND

NPYPN MNPIN) NMDTY MITO NPV PIND MNIYIL DD 2013 LONINA 5 -2
(7297077 207 :1oN2) 2013 - yywnin ,(2013-2014 DNV DIPNN YTY> MIVND
DN NV NOYIN N NNDNL .DMVN DHN MNINDA NPPN IMNPIN 1DIN K IWN
VNI MLONN NYAP NYA DNPND.1.1.2014 -NN 5NN (26.5% -9) 1.5% -2 MH2ANN
TN MM NYPYNA MMYPN ONN MOOVYN NN NPYH W DY0D Mypwnd

.DYINN

MIONND PN 1A DOYXINT TIVD NTIMI NDM 1272 DT PPYNL MNYIN MXIN
DIPNA MNI PN ,NT PPYNI MDD PIND MXNN DY NINDIN NNIYID NNND
OPYN DI NPTINMH MAX0IDY DXTNPNN DMNMY DNNNA OINSPN IV

DY PPYN 29-0y NDXY DOYNIND TN MM DY OON DY OMPN PTN 29D
11919 INNNA DXININNN DN MITON

: DWIINN TN M NI OXTON NIVP

DOWYXIND TN M NPINND DNPHRY 0NN MY O>T090 K955 .2.10.2.1
NI OMINN PN IR DN DMIPNA PI NVPAIINY ,NMNDS ON Mva
.DN12 ©>2»N PN ON PN

THI VP ANV TOANN ,TIY I NPINND TOAN XN N2 OHN v .2.10.2.2
NI [ NINY D) DI NPONN WIAPY PYPIPN NIYI IR NN ONNA
-9 15 DM NP AUN 2N NPXDIPN NN NN VYD) NY NN IN

(3.5

IN TPDIN NDIDN THD D) DNN MY HVPI INY NHXD PN TN .2.10.2.3
SV MNIVY TITTI NPT TN IN TIY ) ININ P OIWY THITT
2> DY 5NN ONN NYYY T252) DN MY NMINI OINN TIV M)
NN - MMNAN ON) 25% DY N2W XD NNNRI INRN TN IN HPDT
YNNI THD PN TN VP DY 7172 YD DX 10NN DVP (2014 MHwnN
PIND MIAPYA 1 1IN0 ¥ NNND TITT IN 12> NMIDIDN TN IN PN
ION OMNN NP SY2 T DY DN AWUR DTN 0NN HVI NOYH
ND TV MM NPONN DHNN MV INNNNY )INN TO9 )0 DY .30%
Y2 DMINN TIY MMM NPT IN TITT NMDIdDN TN NIVP 92 7
2NN NN DY FTNNN TN

I Y ,IRD DNN NIV INMPY I XOW T I NPONN To9N  .2.10.2.4
NN TA22 PYPIPN NAYVI NN NN TN NININ DN NNV HIVPY

.2.10.2
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72 0NN MYS NIT DMIYN PP YINY T202) NTIPY (2)92 9yoa
10900 7PN

MYY 0TI NINY DPND TIY MIMIN DXTOIN NVPY VN Y51 .2.10.2.5
WIAPI TUN,NIDPN 1DIN O2ID MOV MON MNMP NP DIV 2006
:PNDTI NPINN N0 NTIPAY 92 PYDY NOINNN MNNNA

0NN NNV HNIYA DDA INDIV TIY MM NPODN ©T09N0 (1)
IUN) ,12006 NI 1 -N DYDY TY NP RY DNYWA DN 2003-2005
ToORY 2007 ©ONN MV HIVP 22 PP 2006 NIV TONNA WP XD
NN TITDT IN T TN D) TIW I 9D NPINND NN TN
D22APN YT TITDTN N MIN DY HNN ONN NYYY 71521 Ty
.20% Dy N2W N

19990 HNIVD XINKD DDA INDIY TIY M) NPINN OXT0N  (2)

TV M PN 1.1.2006 -0 OYO OTPY DY ,1.1.2006-N Y

1N, NTIPON MINMN 29D MNIN DMWY DPAND N ,Zt:mt

1D 39Y TIY ) YD NYOHN NN IO ,ToONY 2007 NIva DIvPD

NN DNN NMNYVYY 72021 ,TIY MIMIN THITXTN IN NN NOIdN
.20% Dy N2W IR OMOY

NOON ON PINY 6 PYDA INTITHIND T MIIN ONM ToIN  (3)

(121002 %95 INDND) 1985-N7NYNn L(NPNYAYN Sva DINOD)

1PAYND I O IMN MY WP XD 1.1.2006 - DY MY MY

THI P DIVDPY Y I, NNND 6 PYD MIXNN 297 NININ ONIWD

TO 99101 7PN DN .NDNIA2 DINDIN TIY MM NPINHN NI

(2)28 PYO PRYY TOANN NN IND ,TOINN INNY NYa 290D
.POYN 929N TOAND ,NTIPAD

: DOYXNINND TN M NINDN NN AN .2.10.3

YT DY TIY M) NPONN ORI NN NN L,NTIPAD 91 Pyody oxnNNa  .2.10.3.1
DNRNNA TN DY OIWN DNN NPV DN 2N DRIV 2w Y
DOXVINN NYINNY DMWY DY NOY ROY NYYIA IR ,NTIPAY 121 Pyod
NN INDION DDA INYA MAIN 2DV PNN NN NN IR (25%)
NI HYAY AW TN O DY TIV MM NPON 2D LYY [ NNY
mMNaY 10%-1 ,PPYa IN PIVINI ,PRNnn PIP-nnana mman
DYy TN IN 172D ,N1INA NVIOVN SYNNIN DY INYDD DN TN IN TN

PPN 9122 %89 INDNI ,NTIPAY 10105 PYD MNXNND OXNN*

PPNV N7 INDND X105 PYD *aY DNYTINS?
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DWNNN 12-2 1NWYD TN N TN M) NPIN TN NN
P PTOONT PN NN D DNN NYOY TIWUN IR NN NDTPY
T 220 5N XD NNINRD 0NN NYY .30% DYy DOy ROV My wa
SPOYIN NDIIN ATHA NN TR MM NPONND PP NOIDNNY
DN NV TN 2N N NIPNA .NTIPY (1)2 PYD MNNND ONNNA

TIPAY 121 PYO MRMND ORNNA IV

MM DY NTNINN OYIM NPONT M MINHN YINY TN 12)D
SV MYV DN TIVD MM NPINN IONIN PND NN N TIVD
2D PON DT MKRN NDND DONIM MNND NP Ty ,30%

DTIPAY (9(N)N101 PYD

Sy DHIN NV NNNAN INNN XYY TIPS 187 NN NNONI
YOYN ONN MHITTHY D NONN DTN DY DNPN NYYY 00PN
YOMIN D991 GOV .TIHNY 2012 MWD NN 48% HW NS NNYYIN

D299 YMYNWNo 9o ON SN’

TIY M) NPINN ORI PN NNI DY DN 2N P> DTN M2 1aN .2.10.3.2
SNN ,DMTONN PN OXNNA .NNPAO(N)126 PYDa Mapn NYwa
.26.5% 1N MI2NN 0N NYW 2014 MVYN

(2)9 PYD 195 ONN DINVAN DX DNY MNP D) NNV NINPNI P .2.10.3.3
NN TV MM NPOHN PN ONNI PHIA DN DMV NTIPAD
NNNI YIP DY IMDIIN DY .PYD ININD OWIAPN OININND DPPNNI
TN 5V INDIdN DY DNN ONN NYY DN TIY M) NPINND NN
DN NON 7T NHUNYN IN PPOYND NOIDN P2 INNN NN NOIDNNY
DINN L,TNYN DN NV NOIDNY YIP) XY .NINK MYNMN Yap)
TIPAY 121 9y MNP 12990 NYWIA NOIdDNN

TN MM NN OYNIN PIN NN NPHI ONN NN PY  .2.10.3.4
N DWYWRND ,NMNRNN %5%) NDIDN DN NNPNY DRNNA D8N
NPOYA IN NNHNI TP DTN NN LTIV ) NN PN AN
(MMINN NNPNA 1Y NN NITINDY 2»N ,2002-)"0WNN (THTNY
25% 5S¢ MW DN NI ,TIVN MM NN NNNRN IDINY DYV
TN M) NN NNHBN I DYWHRN 21N SININ PN NN

L1291 290, 0I9WNNN IN ININ PNNN NNIN 25%"* 5w Ny wa on oY
TNOY IN) IV MNYIRD NS [ NNT DTN )2 72N PN IDINN TUND
PN NINN IRYIY DI¥TOIN NIPPY 19D MPHRA ON MDD (NN
D9 NNNI NNIP ,20) MNPY NPNI DN NN NI )0 1D .Y¥IH

TPab 88 Pypa NN NTHINS°

.2.1.4.9 9y01 NSO MONMNN NI 4
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TN ONA YD, PIN PTN 290 MPHNI DN NN DNV DD
MINNNIDIN PININ NN NNIN NPN ONN NIV 191 KD NINN
YT DY INTPN DY NMIPT 12T INDN MRNNM NTIPAD (T)91 PyD

2NN NN P2 NN

DINDIN TIY MM NPINI PN NN DY DHN NV N AVIN HO55  .2.10.3.5
DY 7PN ORIV DV YIPN YN 1N PNNN NNI DX ,IRIYIA NONI2
95 9513 12PN),NDN22 INDND IV DI MY TIVN ) DY INYI)
PYDA VNN 1NN VY XINN AVIN INRIT PN N NNND IV
TIVN ) NN NNNY PNV PNNN NN PON IN  NTIPAY (32)97
DYVNONN DXNIND DXNNA ,NDNI INDND IMYOI DY MY ON)
NIN NIAVIN 192N 2D DIN> KD NNHRD NV .NTIPIY (22)97 Pyl
IN 25%-5 DINITN IN DN IN,N2 NVOYY dYoya DN HXIY »aVIN DN
DNNNA,LPOPYI N PIYINI ,NI2NND DY DNNIN IX MDIdNNN INY
WINY 5N INX NNINRI NVIY NIPNI .DTIPAD NE8 PyDa MIpd
991071 YW MAYIND NYTHY HRIY P2 (NNHMP DX) DN NN MINIIN
92N IN OORPIA TIRN IT-DY NPNA DN NN XD )0 1N .XINN 2WIN
D901 DYNIN OYPNNA NN 2WINY NON2

N MNNN N2> MDIDN DY DINYW DN NV .2.10.4

Oy 25% S¥ MYV DN N R PN ,NTIPAY (2)3125 Pyod oxnna  .2.10.4.1
,TTRY NN MTINND 2IN MNNI DNPHRY L, 1D DT MY NN
YI97 NN INDION DIV INP2 MI2IN 2DV 1N INDION NN N
IMNI DN G 1IN PN PTD DT NN DY DMIIANIN NTNINN
TTH NN DTIPAY A25 PYD PNOYY TTNI NP D PINd 0N WY
MY .NPPLDIVLVDY NN NIVYON NNPDINNY 19IXY DPNNPN
DXNINNN TAN AN P2 ,07PNN IDINY KDY 9NN DXNNNNN OHN
(1)2 YD 290 7 NOWN” IN ’POY’N NDIDN NN M (1) : DONIAN
DIV NI2YN X DN DY PMNIYN 31901 NNV NIV IN NTIPaY
YA NTNNN OWIN I MINSIN DY NN yan PN (2) ;IND
88 PYDA INITHIND) YMNN NPIN Y¥a NI TN (3) ;20N MDN
N72N2 T2 NN PN (4) ;7N DX NNOVHNN NHaNA (NTIPSD
IN DN N 9N IN DXMPY NY 1NN XINY IN NI NN NNHWNN
INYT NMIND NN DX NIONX ,NI2ANN DY DINN DX TN DXON 1D YWY
DNYPN YOVINY Y52 2D DIN YAPI NN NYVY NMYN PP DY
NN NN DMOPNN (5) ; DTNN )2 92N PAY NN P2 NNINRD DYON DY
TNND DMIPHNA .NDIDN DY DNDON NTY) NYINI ININD W yapy
TN YWY INWUN DNN NPV 11D ONT IN DA DY DN TN N
TIPAY 121 PY0 MINMND ONNNA
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DTN 72 92N YW 1PONN MIT IN NN MDION DY HNN DHN NYW
mMoN NTIPAY (2)9 PYD MNNNY DTN 72 92N NIRY ORI 2N
,MIANIY 1D 12D NTIPAY (N)3 PYD PRYD LYNY ,INDION NYIAPI
DNNNA MIAN DN NPV NN ,NDNI MINDIN 1IN MNMNL NPV

NTPAY (N)126 PyDd

(2)9 PYD *9D DHNY DINVLIN DINN DN MNP 1) NNV NNHNI YIP
M9 NN 1IN MNT IN NI NUIDN PH2 DNN DNV ,NTIPAY
NAPNA 1INV 117 MNT IN N2 7272 NTIPAY (N)3 PYD MIRNND
TN IN TPIIN NIAMN NNHNI JIP DY MIMOION DY .INK DY INpPIND
INANRD NOIDNNY TN DY INDION DY DNN DN NYY DM 11D
YaPY) DN NON 7P NOVNRIN N POYN NDIDN P INNN NPN

NN vI9N2

88 /D 977y "MNNI IR VTNNN G DY IIN? KD N30 NN NNIPN
1IPD APDINHKN 1P PH2 PN DN NN YNIN NY 1O DY NTIPd
NN

2008-LOYNN ,(NYY NIRNM 169 'ON) NDIIN ON NTIPI PP N2 PINa
27 DY ONN NV JTN PYON NON PNY .NTIPAY (T15)9 PYD G0N
NIN 2N O YNNIV NDNI2 NINDINT 1IN NIONX DY 1197 0T

:2009 I 1 OPN HNN DMNINWNN

TN 5Y YIN 2WIN5 D250 71TANT PWI0T IN )12 DT 117207
SNV IV OTN 3 93D POV NIV 70733 179007 N
Va2 50103 71PN A0V 7253 (7299077 DTN/ 293 930 - It 777093)
YN 2vin XY o0 - YN VN O 71093 ; INIWI YN apin Sy
LYNT , PIV7T 295 71 TONT PWI0T IN )1PI277 20T 11032977 1537 013
DTN/ 223 92N3 ,88 Y02 INITINII 3N 11990 5Y3 (1) : 715ND TN
5y ,88 oIy 717 7110 (3) 7093 IS 207 (2) ; 7299077
1900700 /2293077 OTN/T 223 93N3 T P (3) ; (7299077 DTN 223 93N
NIN )Y O>INN D>TNPP D200 17 IV IN 029300 15 190,00 Py
ST IN TP WOV W TP SV YT IS N7 )2 DN
D0 SV DPPPY YOIV 253) 35 OIN2 YIAD) ,)PIViT 295 )P0

000771 DTN 23 93N 1225 YN 2V 22 TIIOND

MDION DY DINY ONN NYY [ DO¥0 NNNXD NVIN YN RO NIPNI
1IN, TIVN NN INPNRY (DTN 2 92N TN YIN YIVIN DY N1
295 NYNINY NNNN DY JPIMRNDNY 91952 NTIPON NINNIND DXNNI
TNIND .XIND 2WIN DY WD NOTH P2 DNIYWS NOTH P2 1INV DN
NVYY OOV DN KNIV 2AVIN DN NIN NAVIN 192N 120D DINY KD DOy0

.2.10.4.2

.2.10.4.3

.2.10.4.4
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S¥ DXNNIN IN MDIDNNN INY N 25%-H OINITN N DN N ,NA
TIPAY 68 PYDA VAP DRNNA,POPYA IN PIVINIA NN

WY ONN MY [ NTIPAY 164 PYD MMM NN NIPNY ORNNI
N DY NNDIVWNN (973N NNPNA NNITIND) NI DY PRI MDD
DXPNNN TTAY WIVNI MTINY IWUN DT PPYN 79y MPANNT 1IN
172N2 YMNN NMN DY IPRY (N 2VIN MAID) TN 220 108D
YTINN NPIN HY2INNY TN’ 2D, TPNN .25% - NDIN NN NNOVNN
IN TN NN NNOVNN 1IN T2 X NN NN NNOWHN NHaNa
YO DNRNNA PN DHN NPV ,DMIXN 1Y 991 IN DXMPY N 1NN
avVIN) DTN M2 93N 22D NTIPAD 121 PYD 195 13990 MWD DNIN
(N)126 9yD2 V1PN MI2NN DN NYYA DN N (NIN 2WIM DRI

TIPY

,MADN NPLINT PIN MXNND NNPAY (4)2 PYD NXNNY ONNNA
TNIND NPN D22 DN NMNN NPT 2IN NN PH2 PN PT
NN YIP T YTIND XD 1PN DT 1P PN DN NN DD

2NN

YPRINND DY INNYOY TN MIMOUNN NPHNI NN NHANND
LYY ,MNPNI MDD NIYN NN DMN DHN MMPYN NN NN MDN
YTYIND .PTY DRNNA ININD PN DN NN DNV DX 11D
DN L1120 M7 )2 NPNRA DN NIAND NN NN MDY 1IP )WY
TNNNY MNP 203 MANPY N2 DIYYN .PPNYY DY VNN P
DN NN DNV IDNN NNPNY NIDINA OMNNN DD DN

Mpna

5NN ,2010 920XT2 27 DYN DXOMIN MY NPNINY DRNNA YD 7N
T ) X2 NNDIVNN DN NPHR ONN NN L2011 N 1 OYN
S5y DYDYNN MWD 92y 151 ,1AN YNNIV TIY MY NON22 NI
2NY PAYN NIAND .NPPANN NIANN T DY RO NONIAN 72N T
YPHRN NN D) IV MIIN DIVD NN (NDNIN MYSNNI) NONIAN
I NNV INDNY TIVD NI OP1INND DN NNMYIL YWY
INND

%1 90 ,DX0NN MV NIN PIY APDNN YN Y 1anond oxnna
YINI MNMPNA DN 5% PIYD MINIAN I272 2013 120872 29 DYDY MY
0NN MO 2014 ANWY 1 -N DPN DNN YD YaP) DM TONN PIND
(25% DYPNI) 26.5% Dy TN’ DTN )2 12NY NPN2

92N TN D IR OMNND NPIN HYAD M NNOWN 1Y NIPNI
DTN 72 92NY 9910 N DIMPY NNV DY IN M DOWN DTN M1

.2.10.4.5

.2.10.4.6

.2.10.4.7

.2.10.4.8
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7PN ONN NI NNOYND TPRINK 71PNN NIANN ,NPIN DR DHWNN
21977 ANPN AP 22901 DNN NYYD

INOIN TIY ) NPINI PN NNI 2IWN) NDIDN DN NIPND 4 MPN2
¥ ¥aP3,2002-)"OVNN L(MINDN) JIP2 DTN N NPTH INDN ,NOMNI2
O T D) DNYIVN 1Y NDNIT NINDIN IN MDNX SV J»T91
95 19PNN BN )11 MNDT NADINT NNHPNN NN TN NNNND N
TVINA (2) ;00D NV PN NN NN NN NN NN (1) : IO
) YA IN NVIYVYN HYA YT IMK VTN (3) -1 ; PN TOON NN TN
TOON NN TY DIM ,NNN IN DNXPINY DPN 2NN NN PINNY
1AVNY RY DN MINDN 29D NNINND OMNX DINRIY 1PN MIT . PN

TIPAY (4) 2 PYD 29D NDIIND

IND MMN 1) NPNA DN 2132 33I8T 11NN NYIN 1NN .2.10.5

-NOUNN (VTN NDN) NDIIN ON NTIPAY (4)2 PYO MNNNY OXRNNA .2.10.5.1
2)2),002 NN 23 DIND NN I 11PN AT DN ,1961
YIAP YPONIN MY DDOD TN TYINA NPNA DN NN DD DN
22pNNY NNNN PIAY NN NN DY SMIAPNNNN TIVD P2 WI9ND
MINHN DY YTHHR MPTI NNTN NIIND DAPN PN NT WINY DI
LXMW DI, NPANN NN IXNY 11NN MYV DX NPANN

172NN YT-0Y MNVOY MDD IMDYNN NPNA 1D» NONIAN AN .2.10.5.2
, PN MY 021N DN DMN DN MNTVN NN NN MDN OPINND
1O ORNNA MINND MPNRA DN NDNN DXNVIN DI 12D VYD
MT PHI MPNA DN NONIN 2N 12, INN MDX IR NI »TINa
9N D5 VNN, P DN )N

NN MR NITO NANIN DY NIPN2 DOPIWNN 1IN NYY YD .2.10.5.3
0N 2.10.6 PYD IR

INDIN TIY ) NN NN NNI 2IVN) NOION ON NNPNY 4 Mpna .2.10.5.4
¥ ¥aP3,2002-)"OVNN L(MINDNI JIP2 DTN X NPTH INDN ,NONI2
O NT D) DNVIVN 1Y DDA MINDIN 1IN MV DY 11T
95 19"PNN BN 11NN MNDT NADIND NNNPNN DX PTIN NNNND N
TVINA (2) ;00D TNV PN NN NN NN NN NN (1) O
M YT IR NVYY DY YT IR PTIN (3) -) ;PN TOAN XN PTIN
TOAN NAN TY HOM ,NRNN IN DNYPINY DPN NN NN PrINNY
AWNY RY ,NON MINNN 29D NNINND OMNX DIRIY 11PN MNIT . PN
NTIPAY (4)2 PYD 295 NOIdND
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NITO NIANIN NIIDNI NIDOIN N MNINX IPAIN

NNON /T NITON MADN 1IN NN TNYA NI2ND PP9N 11 NIPN2
NITO DMIND PN NPWN DNV PN NYWA ,NITO NANIN
DYONN MY ,NITON NANIN 9D ,NHANN TN (11D TV M1IIY)
1IN DT DY MPNRA 0NN N PRYD D NNUYR NI DAPY NIN-DY
92 NN 112 NV INN MNDNXD YaAP» (T NITO) 2NN MNDNX P2
PPV DD, NITO NNIND DNWYN 11PN MY NN NOOPYHRN NN
MMYIN NOAP DY NIPNIA .(799PIWNN 1193930 NYY - MY PYD1A OND)
S5PIVNN JPDNIN NV NN NITON NANIN 9D AWNN NIAND ,INNIND
YON NITON NIANIN 2921 MNUIX IMND OXNNA IND TMNNX 9D P
NITON 935 SOPIVNN 1PN NYY NN WTIN 12 YTHH MT NN
IIN NV 295 (T NITO) 2NN NN DY 11 TIN YTYINI DN NI
917 92 191N NNIRD NIPNA .PTH MNNND DXNNAY NIND DOPIVNN
NND NN DAPTY XD DN .12 0T MDD MYIND PTN NINIIN
WTIN 12 NITON NANIN MY YTHH MPT NIAND LN ,DXDNN MYIN
WY TP PARD PN NMPYY TI OV MINRI NN NYIP ON DY
PTN MINDD M DI 1IN NITON PHA INNY NP MDD )POIN
T NY2 NMPHN2 DN 1D NONIAN 1IN )P DT NDMNY MVINN

NN NNTY NYYO DORNNA ,NITON

2N MYVWA 112 79T 1)1 NPNI DN N’ DN DIPN NIN TID
NYTIN DIV (T NITO) IND MMNA PXINNVY I WIAPIV 1IN DTN
NN PXINNY DY ,NT NIPNA (79 TIYN 1999937 177 1 \9NY) NITON
2NN DX WY TV NITON NIANIN 290 T NITO) 2NN MDIN
NN HIAPDY DXONN MWD NIT YWIND ONIT 7PN ) PT-DY MIPINNN
NN ONIT NNV D35 ,0°9TIVN 11NN MNTN NONY ONN NN ON

2T 9-DY NNIND

YPAINND DT-DY MIVIY AN MMOYNN NPNIA 1D NONIAN AN
Y2)0 VLYNY ,NPRI MY NN OMN DHN MMHVYN NN NN MIN
NPYP TN PTY DXNND NNNXD NPNI DN NDNN DNV DN
DN 110070 9T 12 MPHRa DN 19 NDNAN 12N IND MNP

AN Y5 VNN P

NN TIY P NPINA NN NN WD) NOIDN DR INPNY ¢ MPN2
3 ¥aP) ,2002-X"OWNN ,(MNNNI YIPA TN IN NPTH ANYR ,NDN22
P2 ONT DY DNYIVN 1AW DDA MINDIN N MDN YW 11792
99 11PN DX 11227 22T NODINA NNHBNN NN 1PTON NNNHNI N
TVINA (2) ;0NN NV X DIND NPX NPONA PIN AN (1) 1IN
M0 T IN NVIIY HYa PPN PTON (3) -1 ;NN TON XN 1PTON

.2.10.6.1

.2.10.6.2

.2.10.6.3

.2.10.6.4
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TOON NN TY 9O ,NINNN IN NNYPINY 0PN N NN PINNY
1AVWN> XD ,NON NMIRNN 9D NNNND OMNX OIRIY 11NN AT .M
DTIPAY (4)2 YD 195 NOIOND

A5 0OVA , 00019 Y7-9Y SINITIITIIN NIV PITNN NNNN 1N DYDY Y5551 NININN
PPYN 29-5Y 7Y M%) VIO WPAND J3Y \UnM .WIPWUN DY YNNI MII0Y
25 DY 1YY NN TUN UNN NINSHIN NN D3N NIN-HY SMNPN NIYOY MY Nt

SN PMII0Y

0NN MAYYN NN NPYY W 0005 MYPYn YY MOYNN nYap nya barpns
S5y MAND ¥ AN AT PPYN 29 Y DIYNINN TIYN ML DYPYNL MNYPH
DMVUY AN ,PPUND INY 1PNV 393 13 MANINND PTH MINND DX 9PYN
97295 1PN PY WANN 33 ,UNTNY U qUNA .MNY MNSINY N manvny
5990 NNIND ,79Y 5PPYUNI MAIINN PIND MNND YU NINOM MIVIS Iy
MDY 25 DIVA DO ST-5Y SHRIPDTIN NIWHY PN AN IOX Y
SO0 PPUN 39-5Y 7Y M YITY WHAnn YaY X9mm LpUn 935 M NnH
25 DYWA 1YY NN TUN NN MNSN NN 512N NIN-9Y SNPN NIPY MIah

SNTINA PM0IY

(71 1979) 2NN MIIN NN

DN 192NN PNVPPT NVONNY DXNNA NT PPYN 19-DY MY (T NITO) NN MMN
123 39 P PAY S TAR T NI2NN P2 ONNIY MNNIN IVYY DXNND) 2014 N9 20
(75999830 90Y” 1 19ND) 2014 ININ192 23 DY IV TN DY NPVNNI

MH2NN NTIPO 29D DRIV NTIRNIY , NN NYIANND 1IN N (1OND INITIND) ININ
YT-DY 59 TIT2 MYXIANT MADN MW NINNIA DYV DIPOY DI IPIDY POV
95 IN T N PIN 9- DY NYNIN DI PR D JININ PINN NNNNIN TOVA .MINNIY NN
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CHAPTERC

The securities have not been registered with the United States Securities and Exchange
Commission, or the SEC, and are not being offered in the United States or to U.S. Persons.
Neither the SEC nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.

You should rely only on information contained in this Prospectus and the documents we
incorporate by reference in this Prospectus. We have not authorized anyone to provide you with
information that is different. You should not assume that the information in this Prospectus is
accurate as of any date other than the date on the front of this Prospectus or that any document
that we incorporated by reference in this Prospectus is accurate as of any date other than its
filing date. You should not consider this Prospectus to be an offer or solicitation relating to the
securities in any jurisdiction in which such an offer or solicitation relating to the securities is not
authorized. Furthermore, you should not consider this Prospectus supplement to be an offer or
solicitation relating to the securities if the person making the offer or solicitation is not qualified
to do so, or if it is unlawful for you to receive such an offer or solicitation.

You should read and consider the information in the documents that we have referred you to in
“Incorporation of Certain Information by Reference” in of this Prospectus and “Where You Can
Find Additional Information” in Section 3.15 of this Prospectus before investing in our
securities. The information incorporated by reference is considered to be part of this Prospectus.
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In this Prospectus, “we,” “us,” “our,” and the “Company” refer to Internet Gold - Golden Lines
Ltd. and its subsidiaries, unless otherwise indicated. As used in this Prospectus, “B
Communications” means B Communications Ltd., “Eurocom Communications” means
“Eurocom Communications Ltd.,” “Bezeq” means Bezeq The Israel Telecommunications Corp.
Ltd., “SP1” means B Communications (SP1) Ltd., “SP2” means B Communications (SP2) Ltd.,
“Pelephone” means Pelephone Communications Ltd., “Bezeq International” means Bezeq
International Ltd. and “DBS” or “YES” (the trade name for DBS) means DBS Satellite Service
(1998) Ltd. Bezeq, Pelephone, Bezeq International and DBS are sometimes referred to as the
Bezeq Group in this Prospectus.

Our consolidated financial statements appearing in this Prospectus are prepared in New Israeli
Shekels and are translated into U.S. dollars at the representative rate of exchange at (NIS 3.7330
= $1.00). All references in this Prospectus to “dollars” or “$” are to U.S. dollars and all
references in this Prospectus to “NIS” are to New Israeli Shekels.

Effective as of January 1, 2009, we adopted International Financial Reporting Standards, or
IFRS, as issued by the International Accounting Standards Board, or the IASB, replacing the
previous reporting standards which were generally accepted accounting principles in the United
States, or U.S. GAAP. Accordingly, beginning January 1, 2009, we prepare our consolidated
financial data according to IFRS as issued by the IASB. Our transition date to [FRS under First
Time Adoption of International Financial Reporting Standards was January 1, 2008.
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3.1 Summary

This summary highlights certain information about us, this offering and information appearing
elsewhere in this Prospectus and in the documents we incorporate by reference. This summary is
not complete and does not contain all of the information that you should consider before
investing in our securities. After you read this summary, to fully understand this offering and its
consequences to you, you should read this entire Prospectus carefully, including the information
referred to under the heading “Risk Factors” in this Prospectus beginning on page 11-a. You
should also read carefully the historical consolidated financial statements, the notes thereto and
other information that is incorporated by reference into this Prospectus, including our annual
report on Form 20-F for the year ended December 31, 2012 that contains our audited financial
statements for the three years ended December 31, 2012 and as of December 31, 2011 and 2012,
and our report on Form 6-K filed on January 24, 2014 that contains our unaudited condensed
interim consolidated financial statements for the nine month period ended September 30, 2012
and 2013.

Overview

We are a leading communications group in Israel. Our shares are listed on the NASDAQ Global
Select Market and on the Tel Aviv Stock Exchange, or TASE. Our subsidiaries are B
Communications Ltd. (formerly known as 012 Smile.Communications Ltd.) and Goldmind
Media Ltd. (formerly known as Smile.Media Ltd.).

On April 14, 2010, our principal subsidiary, B Communications, completed the acquisition of the
controlling 30.44% interest in Bezeq (TASE:BZEQ), Israel’s largest telecommunications
provider, from Ap.Sb.Ar. Holdings Ltd. (a consortium of Apax Partners, Saban Capital Group
and Arkin Communications) for an aggregate cash purchase price of approximately NIS 6.5
billion. In accordance with the terms of the transaction, effective as of the closing of the
acquisition, B  Communications designated seven directors to replace the Apax-Saban-Arkin
Group’s representatives on Bezeq’s Board of Directors, which numbers 13 directors. We began
consolidating Bezeq’s financial results into our financial statements effective as of the closing of
the acquisition. As of December 31, 2013, B Communications owned 30.91% of Bezeq’s
outstanding ordinary shares.

The holding of such a controlling interest in Bezeq requires a permit from the Israeli Prime
Minister and the Minister of Communications (together, the ‘“Ministers”), which B
Communications obtained in connection with the acquisition of the controlling interest in Bezeq.
Along with B Communications and members of the Eurocom Group, an Israeli private
telecommunications group that has investments in telecommunications, satellite services, media,
consumer electronic products, real estate, financial services and additional fields, we are the only
entity to hold such a permit. The Bezeq Group, with a market capitalization of NIS 16.2 billion
($4.6 billion) as of January 14, 2014, is Israel’s largest telecommunications provider, is publicly
traded on the TASE and included in the TA-25 index (an index that includes 25 traded
companies with the highest market value in the TASE).

Prior to January 2010, B Communications offered a wide range of broadband and traditional
voice services in Israel, which we refer to in this annual report as the legacy communications
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business. As part of its acquisition of the controlling interest in Bezeq, on November 16, 2009, B
Communications entered into an agreement to sell its legacy communications business
(excluding certain retained indebtedness and liabilities) to a wholly-owned subsidiary of Ampal-
American Israel Corporation, or Ampal, for NIS 1.2 billion. The sale of B Communications’
legacy communications business to Ampal was completed on January 31, 2010, and was
effective as of January 1, 2010.

B Communications changed its name from 012 Smile.Communications Ltd. to
B Communications Ltd. on March 16, 2010 in connection with its acquisition of the controlling
interest in Bezeq. B Communications’ ordinary shares are listed on the NASDAQ Global Select
Market (symbol: BCOM) and on the TASE. We currently own 67.99% of the ordinary shares of
B Communications.

The Bezeq Group operates the most comprehensive telecommunications infrastructure in Israel,
with a broad range of telecommunications services across all of its markets. Through its wholly-
owned subsidiaries and 49.8% ownership of the satellite television provider, YES, the Bezeq
Group is a leading provider in Israel of fixed-line telephony services and fixed-line broadband
Internet infrastructure access services, cellular telephony services, Internet service provider
(“ISP”) services, international telephony (“ILD”) services, international and domestic data
transfer and network services and information and communication technology (“ICT”) services,
pay television services and other communications infrastructures and services. In each of these
markets, the Bezeq Group holds a significant market share, as indicated in the chart below.

As of September 30, 2013

Estimated

Bezeq Group Segments Service Market Share" Market Position
Bezeq Fixed-Line Telephony 63%° 1of4

Fixed-Line Broadband Internet Infrastructure Access 62% 1of2
Pelephone Cellular Telephony 27% 3of5
Bezeq International® ISP 40% 1of4

ILD 22% N/A
YES Pay Television 40% 20f2

(1) Estimated market shares are based on the number of active lines (fixed-line telephony market), subscribers (fixed-line broadband Internet
infrastructure access, cellular telephony, ISP and pay television markets) or outgoing minutes (ILD market).

(2) As of September 30, 2013, Bezeq’s market share in the business and private sectors of the fixed-line telephony market is estimated to be 74%
and 57%, respectively.

(3) Bezeq International also provides international and domestic data transfer and network services as well as ICT services.

The Bezeq Group had approximately 2.22 million active fixed telephone lines in its fixed-line
telephony business, 1.23 million fixed-line broadband Internet infrastructure access services
subscribers, 2.68 million cellular telephony services subscribers and 593,000 pay television
services subscribers as of September 30, 2013. For the twelve months ended September 30,
2013, the Bezeq Group had revenues of NIS 9.6 billion ($2.7 billion) and its EBITDA was NIS
4.35 billion ($1.2 billion). As Bezeq does not consolidate YES’s results into its financial
statements, the foregoing amounts do not include the results of YES.

The Bezeq Group’s diversified telecommunications services are based on highly advanced
nationwide infrastructures and are provided by the following Bezeq Group Segments:
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Domestic Fixed-Line Communications (Bezeq)

Bezeq is the incumbent and largest provider of fixed-line telephony and fixed-line broadband
Internet infrastructure access services in Israel. Its products and services include basic telephony
services on domestic telephone lines and associated services and fixed-line broadband Internet
infrastructure access services through its nationally deployed, high quality infrastructure
network. Bezeq also offers, among other services, transmission and data communication
services, services to other communications operators and broadcasting services. Bezeq has
deployed a new high-speed Next Generation Network (“NGN”) to enhance its fixed-line
telephony and fixed-line broadband Internet infrastructure access services. The NGN, which
covers over 98% of the total population in Israel, uses very-high-bit-rate digital subscriber line 2
(VDSL2) technology and enables Bezeq to provide bandwidth of up to 100 Mbps (download)
speed, as well as innovative value-added services.

Cellular Telephony (Pelephone)

Pelephone is among the leading cellular telephony services providers in Israel. Pelephone
provides cellular telephony services, sells handsets and other end-user equipment, and provides
repair services for handsets sold by Pelephone. Pelephone’s nationwide 3.5G UMTS/HSPA+
network supports download speeds of up to 42 Mbps and upload speeds of up to 5.7 Mbps,
making it one of the fastest, highest quality and most advanced networks in Israel. We believe
these network features provide Pelephone with a strong platform and sufficient spectrum to
continue to offer a variety of advanced services and products to its customers and to capitalize on
the continued increasing demand for smartphones and advanced data services.

ISP, ILD, Data Services and ICT (Bezeqg International)

Bezeq International is one of Israel’s leading providers of ISP, ILD and international and
domestic data transfer and network services. Bezeq International provides comprehensive
communications solutions that include ISP and related value-added services, international and
domestic telephony, private branch exchange (“PBX”) supply and support, ICT, cloud
computing services, data communications and information security, website server hosting and
related managed services and collocation services. In January 2012, Bezeq International
completed the deployment of the JONAH high-speed submarine optical fiber communications
cable system connecting Israel and Europe (“JONAH”), which provides increased bandwidth
(capacity and speed) and has positioned Bezeq International as the sole ISP in Israel to own and
operate an advanced international network.

Multi-Channel Pay Television (YES)

YES, which is 49.8% held by Bezeq, and 50.2% held by Eurocom DBS, which is (indirectly)
controlled by Mr. Shaul Elovitch, who indirectly controls us, offers nationwide coverage through
its direct to home (“DTH”) technology and is the only company in Israel licensed to provide
multi-channel pay television broadcasts via satellite and is one of only two companies in Israel
licensed to provide multi-channel television services, with nation-wide coverage and innovative
and advanced technologies, including personal video recorder (“PVR”), video on demand
(“VOD”) and high-definition (“HD”) television. YES focuses on creating clear differentiation
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from its main competitor, HOT Communications Systems Ltd. (“HOT”), with respect to brand,
content and service quality. YES currently offers a wide range of high quality programming and
channels, with over 178 different channels, including 20 HD channels, and approximately 22,700
VOD titles. In addition, YES has a strong track record of innovative technology development
and is a leading provider of value-added services, including hybrid IP and DTH based set-top
boxes (including PVR and VOD).

Recent Developments
Regulatory Developments Relating to a Potential Merger between Bezeq and YES

On October 27, 2013, the Israeli Antitrust Authority provided Bezeq with its initial draft of terms
for the possible merger of YES with Bezeq. On the same date, Bezeq’s Board of Directors
adopted a resolution indicating its interest in principle to examine the option to increase its
holdings in YES, subject to conducting due diligence and examining the conditions to be
established by the Israeli Antitrust Authority. Because such a merger may include an interested
party transaction with Bezeq’s controlling shareholder, the Board of Directors established a
subcommittee comprised exclusively of its external and independent directors (as such terms are
defined in the Israeli Companies Law), which must present its recommendations to the Audit
Committee and the Board of Directors. On November 6, 2013, the Israeli Antitrust Authority
issued for public comments draft terms subject to which it will consider a merger between Bezeq
and YES. If the merger between Bezeq and YES is approved, the Bezeq Group could benefit
from potential cost savings, as well as additional revenue and marketing synergies. However, no
assurance can be given that the merger of YES and Bezeq will be approved on terms reasonably
acceptable to Bezeq or at all.

Network Sharing Agreements

On December 9, 2013, Pelephone entered into an agreement with Cellcom and Golan Telecom
for the construction and operation of a shared 4G network and an agreement with Cellcom for
the sharing of passive elements of cell sites for existing networks. Under the 4G network
agreement, the three operators will cooperate in obtaining frequencies for the 4G network. The
4G network is to be constructed and operated by an entity that will be equally owned by Cellcom
and Pelephone and overseen by a steering committee comprised of representatives of all three
operators. Each operator will bear its own costs for such services and will continue to operate its
own core network. Effectiveness of each of the agreements is subject to, among other things, the
approval of the Ministry of Communications and the Israeli Antitrust Commissioner. There is no
assurance that the agreements will receive the requisite regulatory approvals. We expect the
sharing agreements, if they become effective, to result in substantial operating expenses and
capital expenditures savings to our company. Pelephone’s entry into such agreements followed
the announcement in November 2013 by Partner and HOT Mobile Ltd. (“HOT Mobile”) that
they had entered into a 15-year network sharing agreement, the scope and terms of which are
subject to approvals by the Israeli authorities, including the Israeli Antitrust Authority.
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$800 Million Note Offering By B Communications

On February 19, 2014, B communications completed a private offering to eligible purchasers of
$800,000,000 of 7%%% Senior Secured Notes due 2021 (the “Notes”). The Notes were offered
and sold in the United States to qualified institutional buyers pursuant to Rule 144A under the
U.S. Securities Act of 1933, as amended (the “Securities Act”), and to certain qualifying
investors in offshore transactions, including in Israel, in reliance on Regulation S under the
Securities Act.

The Notes are senior obligations of B Communications and are guaranteed (the "Guarantees") by
its two wholly-owned subsidiaries, SP1 and SP2, on a senior secured basis. The Notes and the
Guarantees are secured by first priority liens over all of the capital stock of SP2, the capital stock
of Bezeq held by SP2, which constitute, as of the date of the issuance of the Notes,
approximately 30% of the outstanding voting capital stock of Bezeq, and additional collateral.

B Communications used the net proceeds from the offering to repay all amounts outstanding
under the loans it incurred to acquire its controlling interest in Bezeq and to deposit funds into a
debt service account. In addition, B Communications has announced its intention to redeem all of
its outstanding Series A Debentures (NIS 186 million as of September 30, 2013).

Corporate Information

We were incorporated under the laws of the State of Israel in April 1992 under the name Euronet
Golden Lines (1992) Ltd. In June 1999 we changed our name to Internet Gold - Golden Lines
Ltd. We are a public limited liability company under the Israeli Companies Law 1999 and our
shares are traded on the NASDAQ Global Select Market and TASE. Our registered offices and
principal place of business are located at 2 Dov Friedman Street, Ramat Gan 52503, Israel, and
our telephone number is +972-72-924-0000. Our Internet address is www.igld.com. The
information in our website is not incorporated by reference into this prospectus and should not be
considered as part of this Prospectus.

We are a leading communications group in Israel. Our principal subsidiary, B Communications,
is the controlling shareholder of Bezeq (TASE: BEZQ), Israel’s largest telecommunications
provider. Since B Communications’ initial public offering in October 2007, its ordinary shares
have been listed on the NASDAQ Stock Market (symbol: BCOM) and the TASE, and since
January 1, 2011 its ordinary shares are listed on the NASDAQ Global Select Market. We
currently own 67.99% of the ordinary shares of B Communications. B Communications
maintains a website at www.bcommunications.co.il.

We began providing Internet access services in 1996, and began offering broadband services in
2001 and traditional voice services in 2004. As part of our internal restructuring in 2006, we
transferred our broadband and traditional voice services businesses, which we refer to in this
annual report as the legacy communications business, to B Communications (formerly named
012 Smile. Communications), and our media operations to Goldmind Ltd. (formerly named 012
Smile.Media). During 2010 and 2011, we sold all of our media assets.
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The Offering

The following offering terms are subject to the information that will be set forth in the
complementary notice that we will publish, or the Complementary Notice:

ISSUCT ..o Internet Gold - Golden Lines Ltd.

Securities Offered .............. Up to NIS 100,000,000 aggregate principal amount of Series D
Debentures.

Over-allotment Option....... See Section 2.2.5 to the Prospectus.

Denomination..................... The Series D Debentures will be issued in NIS units, each in the

principal amount of NIS 1.

Offering Price........cc.c........ NIS 1,000 per each unit in the principal amount of NIS 1,000.

Maturity......cccevveneeneennenne We will pay the Series D Debentures in seven installments as
follows:

Interest Rate .........cccceeneee. The Series D Debentures will bear interest at a rate per annum of
6%.

Interest Payment Dates ...... Interest on the outstanding principal of the Series D Debentures
will be paid on March 15 and September 15 of each of the years
2014-2022.

Linkage .....cccccevvevvenieennnne. The principal and interest will not be linked.

Ranking........ccoeveveriennenn The Series D Debentures will be unsecured and will be
subordinated to any secured indebtedness from time to time
outstanding.

Redemption...........cccoeeuee. We will not be entitled to call the Series D Debentures for

redemption prior to maturity.

Listing ..oovveevveeiiieieeee We have applied to list the Series D Debentures for trading on the
TASE.
Rating.......ccc....... Baal Stable rating by Midroog Ltd.,

Governing Law and
Jurisdiction..........ccceeveenenne. Israeli law and competent courts located in Tel Aviv, Israel.
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Summary Consolidated Financial Data
Consolidated Statement of Income Data:

Nine Months Ended
Year Ended December 31, September 30,

2008 2009 2010 2011 2012* 2012 2013
(NIS in millions, except share and per share data)

REVeNUES ....oovvieieeeeeeee e 1,167 1,243 8,732 11,376 10,278 7,829 7,154
Depreciation and amortization .............. 118 99 2295 2,984 2367 1,767 1,514
Salaries .....coccoeevereenieeeeeieeeeeeeeenee 184 171 1,500 2,122 *1,980 1,530 1,439
General and operating expenses............. 741 811 3,711 4,468 3,997 3,017 2,610
Other operating expenses (income), net (6) 2 3) 323 ) 52 (30)
Operating iNCOME .........cccveverrerererreneennes 130 160 1,229 1,479 1,935 1,463 1,621
Finance eXpense ........ccceeveevveeeevenieennens 139 134 716 1,077  *997 799 722
Finance inCome .........cc.cccvevveeereeneenneenns 27) (132) (327) (497) (582) (474) 411
Income after financing expenses

(INCOME), NEL ...cnennenrceeeniciieieieicaene 18 158 840 899 1,520 1,138 1310
Share of losses in equity-accounted

INVESTER ..ottt - - 235 216 245 233 195
Income before income tax..................... 18 158 605 683 1,275 905 1,115
Income tax......cccoevvineeniineenicncccnenn 22 58 385 653  *556 404 427
Net income (loss) for the year ............... 4) 100 220 30 719 501 688
Income (loss) attributable to:
Owners of the company.............cceceennenne (18) 62 (209) (266) *(37) (37 16
Non-controlling interests..........cccce.ee... 14 38 429 296  *756 538 672
Net income for the year..........cccceeueenne.. (4) 100 220 30 719 501 688
Basic earnings (loss) per share. ............. (0.85) 3.39 (11.11) (13.56) (1.97) (1.93) 0.65
Diluted earnings (loss) per share........... (0.89) 3.39 (11.23) (13.60) (2.01) (1.96) 0.61

* Restated following retrospective application. See note 3 to the condensed consolidated interim financial statements
as of June 30, 2013.

Statements of Financial Position:

As of
As of December 31, September 30,

2008 2009 2010 2011 2012* 2013

(NIS in millions)

Cash and cash equivalents........... 86 1,350 404 1,447 764 1,111
Total asSets ......ccoeeerereererereeeennes 1901 2,846 24,320 25,259 *22.806 22,001
Total current liabilities................. 424 1,009 4,305 4,787 * 4,899 4,286
Non-current liabilities.................. 885 1,144 12,304 16,231 *14,427 14,697

* Restated following retrospective application. See note 3 to the condensed consolidated interim financial statements
as of June 30, 2013
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3.2 FORWARD LOOKING STATEMENTS

This Prospectus contains “‘forward-looking statements” as that term is defined by the U.S.
federal securities laws. These forward-looking statements include, but are not limited to,
statements other than statements of historical facts contained in this Prospectus, including, but
without limitation, those regarding our future financial condition, results of operations and
business, our product, acquisition, disposition and finance strategies, our capital expenditure
priorities, regulatory or technological developments in the market, subscriber growth and
retention rates, competitive and economic factors, the maturity of our markets, anticipated cost
increases, liquidity, credit risk and target leverage levels. In some cases, you can identify these
statements by terminology such as ‘“‘aim”, “anticipate”, “believe”, “‘continue”, “could”,
“estimate”, “‘expect”, ‘“‘forecast”, ‘“‘guidance”, “intend”, “may”, “plan”, “potential”,

29 [13

“predict”, “project”, “should”, and “will”” and similar words used in this Prospectus .

By their nature, forward-looking statements are subject to numerous assumptions, risks and
uncertainties. Many of these assumptions, risks and uncertainties are beyond our control.
Accordingly, actual results may differ materially from those expressed or implied by the
forward-looking statements.

Such forward-looking statements are based on numerous assumptions regarding our present and
future business strategies and the environment in which we operate. We caution readers not to
place undue reliance on the statements, risks, uncertainties and other factors, which speak only as
of the date of this Prospectus, and we expressly disclaim any obligation or undertaking to
disseminate any updates or revisions to any forward-looking statement contained herein, to
reflect any change in our expectations with regard thereto, or any other change in events,
conditions or circumstances on which any such statement is based.

Where, in any forward-looking statement, we express an expectation or belief as to future results
or events, such expectation or belief is expressed in good faith and believed to have a reasonable
basis, but there can be no assurance that the expectation or belief will result or be achieved or
accomplished.

Risks and uncertainties that could cause actual results to vary materially from those anticipated
in the forward-looking statements included in this Prospectus include those described under
“Risk Factors”.

The following are some but not all of the factors that could cause actual results or events to differ
materially from anticipated results or events:

» our substantial leverage, debt service obligations and restrictions and limitations in
connection with our other indebtedness;

* the Bezeq Group’s dividend distribution policy;

* our, B Communications’ and Bezeq’s ability to raise additional financing or refinance
existing indebtedness;



10-»

fluctuations in currency exchange rates, inflation, Israeli consumer price index,
interest rates, general economic environment and financial condition of the capital
markets in Israel and worldwide;

competition from other telecommunications providers and recent and potential
changes in the competitive environment and communications technologies;

regulations limiting the flexibility in managing the business of the Bezeq Group;

Bezeq’s inability to control its tariffs for its services as a result of the government’s
control;

Bezeq’s competitive disadvantage due to restrictions on intercompany relations with
affiliated companies;

actual and alleged health risks related to cellular network sites and cellular
telecommunication devices;

difficulties in obtaining some of the building and environmental permits required for
the establishment and operation of Bezeq Group network sites;

economic and business conditions, trends and decrease in demand in the segments in
which the Bezeq Group operates;

damage or interruption to the Bezeq Group’s infrastructure systems;
limited spectrum availability in Israel;
the outcome of any pending or threatened litigation;

capital investments in services and equipment and competitor responses to Bezeq
Group’s products and services;

risks related to the Bezeq Group’s licenses;
the Bezeq Group’s ability to manage its brands and reputational risks;
negotiation of labor contracts or organizing activities;

providers of hardware, software and other outsourced services may discontinue their
services or products;

claims against the Bezeq Group of intellectual property infringement;

adverse decisions of tax authorities or changes in tax treaties, laws, rules or
interpretations;

the loss of key employees and the availability of qualified personnel and a
deterioration of the relationship with employee representatives;
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» any disruptions in the credit and equity markets which could affect our and Bezeq’s
credit instruments and cash investments;

* Dbarriers to entry in the Israeli domestic fixed-line communications segment have
lessened considerably;

» risks of YES not being able to obtain attractive programming on satisfactory terms for
its pay television services;

* changes in, or failure or inability to comply with, government regulations in Israel
and adverse outcomes from regulatory proceedings or the Control Permit;

» risks associated with the Concentration Law;

» risks of becoming subject to the Investment Company Act of 1940;

» failure to maintain effective internal control over financial reporting;

+ conflicts of interest arising between us and companies within the Eurocom Group;

» the impact of Bezeq’s future financial performance, or market conditions generally,
on the availability, terms and deployment of capital;

e events that are outside of our control, such as breaches of network or information
technology security, natural disasters, political, economic and military instability, or
other national emergency;

» the obligation of our personnel to perform military service;
» risks relating to Debentures; and
» other factors discussed in this Prospectus.

The communications, domestic fixed-line telephony, cellular telephony, pay television,
broadband Internet infrastructure access and Internet service provider services markets are
changing rapidly and, therefore, the forward-looking statements of expectations, plans and intent
in this Prospectus are subject to a significant degree of risk.

The cautionary statements set forth above should be considered in connection with any
subsequent written or oral forward-looking statements that we or persons acting on our behalf
may issue. We do not undertake any obligation to review or confirm analysts’ expectations or
estimates or to release publicly any revisions to any forward-looking statements to reflect events
or circumstances after the date of this Prospectus.

3.3. RISKFACTORS

Investing in our securities involves significant risk and uncertainty. You should carefully
consider the risks and uncertainties described below as well as the other information contained
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in this report before making an investment decision with respect to our securities. If any of the
following risks actually occurs, our business, financial condition, prospects, results of operations
and cash flows could be harmed and could therefore have a negative effect on the trading price
of our securities.

The risks described below are the material risks we face. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial may also
materially adversely affect our business, financial condition or results of operations in the
future.

Risk Related to Our Financial Profile and the Financial Profile of our Consolidated
Subsidiaries

We have a substantial amount of indebtedness on a consolidated basis and we and our
subsidiaries may incur additional indebtedness. Such substantial indebtedness could adversely
affect our business, financial condition and results of operations.

As of September 30, 2013, we had NIS 1.065 billion ($ 301 million) of unconsolidated
debt, B Communications had NIS 4.07 billion ($1.15 billion) of unconsolidated debt and Bezeq
had NIS 10 billion ($2.8 billion) of debt. The significant level of debt could have important
consequences, including, but not limited to, the following:

* making it more difficult for us to satisfy our obligations under our debt and liabilities;

* making us vulnerable to, and reducing our flexibility to respond to, general adverse
economic and industry conditions;

* requiring that a substantial portion of our cash flows from operations be dedicated to
servicing debt, thereby reducing the funds available to us to fund working capital, or
other general corporate purposes;

» impeding our ability to obtain additional debt or equity financing and increasing the
cost of any such borrowing, particularly due to the financial and other restrictive
covenants contained in the agreements governing our debt; and

» adversely affecting public perception of us.

Any of these or other consequences or events could have a material adverse effect on our
ability to satisfy our debt obligations.

Risks Relating to the Bezeq Group’s Business

Competition from other telecommunications providers and recent and potential changes in the
competitive environment and communications technologies could adversely affect the Bezeq
Group’s business, results of operations and financial condition.

The Bezeq Group faces significant competition from established and new competitors who
provide fixed-line telephony, fixed-line broadband Internet infrastructure access, cellular
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telephony, ISP and pay television services. In addition to the entrance of new competitors,
competition among the existing communications groups in Israel is intensifying. Four main
groups, each consisting of companies under common or joint control, hold a significant share of
the communications market in Israel today: the Bezeq Group, the Cellcom Group, the Partner
Group and the HOT Group. The Bezeq Group’s three principal competitors may in some cases
be required to comply with fewer regulations because, among other reasons, they use different
technologies to provide their services or do not own their own fixed-line network. There can be
no assurance that the measures taken by the Bezeq Group companies to streamline their
respective operations and improve the services they provide to differentiate themselves from
their competitors will be successful.

In recent years, competition in the cellular telephony industry has intensified. This has led to
lower prices and higher customer churn rates, which in turn has affected the Bezeq Group’s
results. Bezeq expects competition to continue to increase amid the changing legislation in Israel
and consolidation in the telecommunications industry that permits certain service providers to
market a combination of fixed-line telephony, fixed-line broadband Internet infrastructure
access, ISP and pay television services (a “bundle”) for an aggregate price which is lower than
the price of the individual products and services in the bundle. The Bezeq Group is currently
subject to restrictions on marketing bundles, which are stricter than the restrictions applicable to
its competitors. In addition, Bezeq expects additional competitive pressure to result from the
convergence of broadcasting and communication technologies, as a result of which other
participants in the Israeli media and telecommunications industries may seek to offer a package
of fixed-line telephony and cellular telephony, Internet and/or video broadcast services in
competition with it. These competitive forces may create further downward pressure on prices,
which may result in a decrease in the Bezeq Group’s average revenue per user (ARPU) and
increase the Bezeq Group companies’ churn rates. In addition, the Bezeq Group companies may
bear higher costs if they introduce new products or services to maintain or improve their
competitive positioning and reduce subscriber churn. Furthermore, technological developments
and falling equipment prices could enable other operators to provide services similar to those
provided by the Bezeq Group at much lower costs. In combination with difficult economic
environments, these competitive pressures could adversely impact the Bezeq Group’s ability to
increase, or in certain cases maintain, its ARPUs, operating cash flows and liquidity.

In May 2012, the Ministry of Communications published a policy document with respect to the
expansion of competition in the fixed-line communications wholesale market, which adopted the
key recommendations of a committee appointed by the Ministers’ of Communications and
Finance, referred to as the Hayek Committee, for significant regulatory reforms in the Israeli
communications market. Regulation relating to the wholesale market implementation could
entitle other communications companies network infrastructure access, which would enable such
companies to lease such infrastructure from Bezeq and then sell access to their customers. Bezeq
is preparing to implement a wholesale market and provide wholesale services. The effect on
Bezeq will depend, in great measure, on the conditions, arrangements and similar variables
associated with implementing such wholesale services, some of which have not yet been
determined. Furthermore, a recent amendment to the Israecli Communications Law broadens the
authorities of the Minister of Communications in connection with the supervising of competition
after the implementation of the wholesale market, including authority to determine tariffs or
other requirements with respect to certain fees. The manner in which the Minister of
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Communications exercises the authorities granted under the amendment, if exercised, could have
an adverse impact on the Bezeq Group. In January 2014, Bezeq received a hearing document,
under which the Minister of Communications announced its intention to determine, subject to a
hearing, the framework for providing wholesale services, as well as the maximum fees for
providing wholesale services in Bezeq’s network. The implementation of the Wholesale Market
Policy Document may have significant effects on the Bezeq Group.

Fixed-Line Telephony. Competition in the fixed-line telephony market is intense. We believe that
competition in this market will continue to increase due to the low barriers to entry and
regulations permitting new service providers who receive a license to provide telephony services
using voice over Internet protocol (“VoIP”) or voice over broadband (“VoB”) technology. While
such services utilize the fixed-line broadband Internet infrastructure access network owned by
either Bezeq or HOT, and therefore require end-users to purchase fixed-line broadband Internet
infrastructure access services directly from Bezeq or HOT, such services have reduced demand
for fixed-line telephony services.

In addition, the implementation of Wholesale Market Policy Document published by the
Ministry of Communications in May 2012 may have significant effects on Bezeq. Furthermore,
the growth in use of cellular telephony services, which has become a popular substitute for fixed-
line telephony, has exacerbated the competitive pressures that Bezeq faces as a fixed-line
telephony operator. Increasing use of alternative communications technologies, such as VoIP or
VoB, may also continue to negatively affect Bezeq’s fixed-line call usage volumes and
subscriber growth. As new competitors and new technologies enter the market and prices
decrease in line with the downward pressure on telephony prices, Bezeq’s fixed-line telephony
business may become less profitable and experience a decline in revenues and market share.

Fixed-Line Broadband Internet Infrastructure Access. Bezeq'’s principal competitor in the fixed-
line broadband Internet infrastructure access service market is HOT, which is currently the only
other fixed-line broadband Internet infrastructure access provider in Israel. In addition, Bezeq’s
fixed-line broadband Internet infrastructure access services business faces competition from
cellular operators as they are increasingly able to utilize a combination of technologically
advanced handsets and high bandwidth technologies, such as universal mobile
telecommunications system (“UMTS”) and, potentially, long-term-evolution (“LTE”)
technology. The Wholesale Market Policy Document, pursuant to which Bezeq would be
required to provide access to its fixed-line broadband Internet network infrastructure to other
service providers on a wholesale basis, may increase competition in the fixed-line broadband
Internet infrastructure access market. The price for such access would be determined based on a
commercial agreement between Bezeq and any such service provider, but if the Minister of
Communications finds that the price and conditions for such services are anti-competitive or if
the parties cannot reach a reasonable commercial agreement, he will be entitled to determine the
price and conditions. To date, Bezeq has not reached any such commercial agreement and the
Minister of Communications has not determined any conditions. Should the wholesale market
develop, certain requirements for structural separation and limitations on bundling of products
that apply to Bezeq and HOT may be lifted, as a result of which competition in the fixed-line
broadband Internet infrastructure access market may increase significantly, which could
negatively affect Bezeq’s results of operations.
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Competition may also increase following the recent establishment of a telecommunications joint
venture, IBC Israel Broadband Company (2013) Ltd. (“IBC”), between the government-owned
Israel Electric Company (“IEC”) and a consortium of non-government companies that was
selected by the IEC in a tender procedure. In August 2013, IBC was granted a general license for
the provision of telecommunications infrastructure services (including data services, digital
transmissions and VPN) via fiber optic networks to telecommunication services providers.
According to the license, IBC will enter into an agreement with the IEC to use the IEC’s fiber
optic network in Israel to provide such wholesale products to telecommunication services
providers. If IBC is successful, it would compete with Bezeq and HOT in the wholesale market,
as well as providing such services directly to large business customers. Pursuant to the general
license, IBC is not required to provide universal coverage, but rather is required to provide
gradual universal coverage over a period of 20 years. In addition, IBC was granted a five-year
special license to provide wired domestic data communications services, according to which it is
entitled to provide IP virtual private network (“IPVPN”) services and broadband data
communications services, without an obligation to provide universal service. We believe that the
significant relief granted to IBC under the general license, permitting it to gradually provide
universal service, and the grant of the special license permitting it to provide services without an
obligation to provide universal service, could adversely affect Bezeq’s operations and results.

Cellular Telephony. The cellular telephony market in Israel is characterized by saturation
and a very high penetration level in excess of 100%. Until 2012, three cellular telephony
operators, Cellcom, Partner and Pelephone, led the Israeli cellular telephony market. During
2012, a number of other cellular telephony operators began to operate, including Golan Telecom
and HOT Mobile, which has led to intensified competition, resulting in higher churn rates among
the existing operators, a significant decrease in tariffs and, consequently, a decrease in profits.
Pelephone’s current principal competitors, Cellcom, Partner and HOT Mobile (since February
2012), also provide ISP services and fixed-line communications, and they market a variety of
joint service packages. Pelephone also faces competition from mobile virtual network operators
(“MVNOs”) that provide cellular telephony services under their own brand using the network
infrastructure of another service provider. Following the Israeli government’s decision to
encourage competition in the cellular market, 11 MVNO licenses were granted to virtual
operators. We believe that only four of the MVNO licensees currently provide services: Rami
Levy Cellular Communications Ltd. (“Rami Levy”) and Alon Blue Square Israel Ltd. (“Alon
Cellular”) (both of which signed hosting agreements with Pelephone), Azi Communications
(which signed a hosting agreement with Partner) and Home Cellular (which signed a hosting
agreement with Cellcom). A fifth MVNO, Cellact, which has not yet begun commercial
operations, signed a hosting agreement with Pelephone. The Ministry of Communications has
recently taken active steps to increase competition in the fixed-line and cellular
telecommunications industries, including eliminating termination fees that operators can charge
(except in limited circumstances) and since January 2013, prohibiting linkage of the price and
terms of handset sales to the services or benefits of the cellular contract.

The Ministry of Communications formed an inter-ministerial task force to review regulation of
the sharing of cellular infrastructures in Israel. In July 2011, the Ministry of Communications
issued the following key recommendations of the inter-ministerial task force:
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e to determine a model of forced sharing of cellular infrastructure, while giving preference
to the possibility of enabling the new operators (i.e., HOT Mobile and Golan Telecom) to
share sites;

e a permit to set up a cellular site will be conditional on a proposal for sharing such sites
with all operators; cellular operators will be required to erect sites that facilitate sharing
with up to four participants;

e all the components and infrastructures used for broadcasting from the facility will be
shared, excluding active designated equipment (radio equipment); the costs of sharing
sites will be shared; and

e all license holders will be required to reduce the number of unshared sites each year.

If the foregoing recommendations are enacted into legislation, they could impose significant
restrictions on Pelephone’s ability to expand its network. In May 2013, the Ministry of
Communications, Ministry of Health and the Ministry of the Environment announced that a pre-
condition to the deployment of fourth generation cellular infrastructure is the implementation of
the inter-ministerial task force’s recommendations regarding the sharing of cellular
infrastructures.

Since HOT Mobile and Golan Telecom have yet to complete the rollout of their
networks, they use national roaming services on Pelephone and Cellcom’s networks,
respectively. HOT Mobile’s roaming agreement with Pelephone will expire on December 31,
2014. In November 2013, Partner and HOT Mobile announced that they had entered into a 15-
year network sharing agreement, the scope and terms of which are subject to approvals by the
Israeli authorities, including the Israeli Antitrust Authority. Pursuant to the network sharing
agreement, the parties agreed to form a 50%-50% joint venture, which will own, develop and
operate a cellular network to be shared by both companies. As an intermediate measure, Partner
and HOT Mobile have entered into a rights of use agreement, which will be valid until no later
than December 31, 2016, under which Partner will grant HOT Mobile, when possible, rights of
use of its cellular network in order to supplement HOT Mobile’s network coverage. On
December 9, 2013, Pelephone entered into an agreement with Cellcom and Golan Telecom for
the construction and operation of a shared 4G network and an agreement with Cellcom for the
sharing of passive elements of cell sites for existing networks. Effectiveness of each of the
agreements is subject to the approval of the Ministry of Communications and the Israeli Antitrust
Commissioner, as well as an additional indefeasible right of use agreement between Cellcom and
Golan Telecom regarding Cellcom’s 2G and 3G radio networks. There is no assurance that the
agreements will receive the requisite regulatory approvals. If either of the network sharing
agreements obtains the requisite approvals and becomes effective while the other does not, the
competitive position of the parties to the agreement that has not been approved could be
adversely affected.

International Telephony. The ILD market in Israel is characterized by a high degree of
competition. At the end of 2012, there were eight companies offering ILD services to private and
business customers in Israel. Changes in licensing policies and the expanded use of VolP
technology have significantly reduced the barriers of entry into this market. In addition, during
2012, cellular telephony operators began to offer ILD services as part of the unlimited packages
they offered. In addition, a recent hearing published by the Ministry of Communications
proposes the adoption of a new regulatory regime allowing domestic fixed-line operators and



17->

cellular telephony operators to provide ILD services as part of the service packages they offer to
their subscribers. We expect competition in this market, including price competition, to increase
in the future.

Internet Service Providers. Access to broadband Internet in Israel requires households to
purchase Internet access services from a licensed ISP and broadband Internet infrastructure
access services from a separate provider. While there are only two fixed-line broadband Internet
infrastructure access service providers in Israel (Bezeq and HOT), many telecommunication
companies hold ISP licenses in Israel, including Bezeq International, 013 Netvision (which
merged with Cellcom), 012 Smile (which merged with Partner), HOT Net (since February 2012)
and numerous minor niche players. The Israeli ISP market is a saturated market and as
competitors are typically unable to differentiate themselves based on price, they attempt to
differentiate themselves primarily by strengthening customer loyalty; however, competition has
led to increased churn rates and reduced income per customer.

Pay Television. The Israeli television market is characterized by a very high penetration rate and
an increasing emphasis on new television technology, in particular digital, HD and interactive
television services, such as VOD, requiring high-bandwidth and bi-directional distribution
platforms. In the multi-channel pay television market, YES and HOT are the only two companies
in Israel licensed to provide multi-channel pay television broadcasts. Other factors impacting
competition in the market include the availability of free-to-air digital terrestrial television
(“DTT”) channels and the increasing availability and quality of video content offered over the
Internet and cellular networks, which is not currently regulated and does not require designated
infrastructure. We believe that the implementation of certain regulatory changes, including the
expansion in the number and variety of free-to-air DTT channels and the possible appointment of
a private entity to operate the DTT system instead of the Second Authority, which is the public
authority that supervises commercial broadcasting in Israel, may increase competition in the
television market.

The Bezeq Group operates in a highly regulated telecommunications market, which limits its
flexibility in managing its business and may materially and adversely affect our results of
operations.

The Bezeq Group operates in a highly regulated industry in Israel, which limits its flexibility in
managing its business efficiently, and may increase its administrative and operational expenses
and limit its revenue. The Bezeq Group is subject to government supervision and regulation
relating to, among other things:

regulations requiring structural separation between the members of the Bezeq Group;

regulations restricting the Bezeq Group’s ability to market bundles;

price regulation for certain services that the Bezeq Group provides;

rules and regulations imposed on telecommunications service providers with significant

market share;

e rules governing the interconnection between different telephone networks and the
interconnection rates that the Bezeq Group can charge and pay;

e regulations governing the prohibition of exit-fees or cancellation charges;
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e regulations requiring the Bezeq Group to grant other telecommunications operators
access to its infrastructure;

e regulations governing roaming charges and other billing and customer service matters;

e rules for authorizations, licensing, acquisitions, renewals, pledging and transfers of
licenses;

e requirements covering a variety of operational areas such as land use, health and safety
and environmental protection, technical standards and subscriber service requirements
rules and regulations relating to subscriber privacy;

¢ rules and regulations relating to payment of royalties (zero rate as of 2013);

e rules and regulations relating to universal service provision and requirements to extend
the Bezeq Group’s services to areas of Israel even where it is not economically profitable
to do so; and

e regulations restricting the number of television channels YES can own and specifying the
minimum investment YES is required to make in local content productions.

Bezeq’s tariffs for its fixed-line services are subject to government control, which harms its
ability to compete and places downward pressure on its tariffs, which adversely affects its
business.

Bezeq’s fixed-line operation is restricted in its ability to give discounts on its principal services
and to offer differential tariffs. Further, alternative payment packages, which should provide an
immediate alternative to the regulated tariffs, are currently subject to certain conditions which
often render the alternative payment package option moot. The foregoing factors harm Bezeq’s
ability to compete and place downward pressure on its tariffs, which adversely impacts its
business.

Following the recommendations of the Hayek Committee, the Ministry of Communications has
the power to set the price at which Bezeq sells its services to license holders. In addition, Bezeq
received a hearing document, under which the Minister of Communications announced its
intention to determine, subject to a hearing, the framework for providing wholesale services, as
well as the maximum fees for providing wholesale services in Bezeq’s network. An application
of low prices by the Ministry may adversely affect Bezeq's revenues and profits. An application
of low prices by the Ministry may adversely affect Bezeq’s revenues and profits.

The Bezeq Group is subject to restrictions on intercompany relations with its principal
subsidiaries, which harms its ability to compete and adversely affects its business.

Bezeq’s general license for domestic fixed-line communication services obligates it to ensure
that its relationships with its principal subsidiaries do not result in favoring them over their
competitors. Bezeq is also subject to various limitations as a result of the State of Israel declaring
it a monopoly in the fixed-line services business. In addition, Bezeq is subject to limitations set
forth in merger approvals granted by the Israeli Antitrust Authority. As a result of such
limitations, separation of Bezeq and its principal subsidiaries’ management, financial and
marketing systems, assets and employees is required, which results in high administrative
overheads. Bezeq is also subject to limitations with respect to the offering of bundles with its
principal subsidiaries, which adversely impacts its business, particularly in light of the entry into
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the market of communications companies competing directly with Bezeq in most of its areas of
operation based on the provision of bundled services to the customer.

Potential health risks related to cellular network sites and cellular telecommunication devices
could have a material adverse effect on Pelephone’s business, results of operations and
financial condition.

A number of studies have been conducted to examine the health effects of cellular phone use and
network sites, and some of these studies have been construed as indicating that radiation from
cellular phone use causes adverse health effects. Media reports have suggested that radio
frequency emissions from cellular network sites, cellular handsets and other cellular
telecommunication devices may raise various health concerns. In May 2011, the World Health
Organization’s International Agency for Research on Cancer announced that radiofrequency
electromagnetic fields associated with the use of cellular phones may be carcinogenic to humans.

Several lawsuits have been filed against cellular operators and other participants in the cellular
industry alleging adverse health effects and other claims relating to radio frequency
transmissions to and from sites, handsets and other cellular telecommunications devices,
including lawsuits against Pelephone. Although these lawsuits were settled during 2012 with no
material expenses incurred, there can be no guarantee that potential future lawsuits will have
favorable outcomes. Any exposure to such liabilities could have a material adverse impact on our
business, results of operations and financial condition.

Pelephone takes steps to ensure that the levels of radiation emitted by these transmission
facilities, equipment and devices do not exceed the levels of radiation permitted in the directives
of the Israeli Ministry of Environmental Protection which align with international standards.
However, health risks may be found to exist and transmission sites or devices and equipment
may emit more radiation than that allowed in radiation standards, causing a risk to health, which
may have an adverse effect on Pelephone’s business and could result in a reduction in the use of
cellular services, difficulty in renting sites, claims for physical and property damages in
substantial amounts and attempts to exercise the deeds of indemnity that Pelephone deposited
with the planning authorities pursuant to the Planning and Construction Law. Pelephone’s third-
party liability insurance policy does not currently cover electromagnetic radiation.

Under the Planning and Construction Law, local planning committees may be held liable for the
depreciation of the value of nearby properties as a result of approving a building plan or permit.
Under the Israeli Radiation Law, the National Council for Planning and Construction requires
indemnification undertakings from cellular companies as a precondition for obtaining a building
permit for new or existing cellular network sites. The National Council has decided that until the
national building plan is amended to reflect a different indemnification amount against
Pelephone, as well as other cellular telephony operators, will be required to indemnify the
committee in full against all losses resulting from claims against the committee for reductions in
property values as a result of granting a permit for the cellular site.
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The Bezeq Group may face difficulties in obtaining some of the building and environmental
permits required for the establishment and operation of its network sites, which could have an
adverse effect on the coverage, quality and capacity of its network.

The Bezeq Group, mainly with respect to its Pelephone cellular telephony operations, is subject
to the Israeli Radiation Law, which regulates the emission of electromagnetic radiation from
broadcast facilities. The Israeli Radiation Law prohibits, among other things, the erection or
operation of a source of radiation in contravention of any applicable permit and the erection or
operation of a source of radiation without a permit. After receiving a written warning from the
authorities, failure to remedy a violation will subject the permit holder, officers and directors to
civil liability or criminal prosecution on a strict liability basis. While the Bezeq Group is
constantly working to obtain or renew permits to set up and operate its various broadcasting
installations, the policies maintained by the various regulators and amendments to applicable
statutes and standards could adversely impact the infrastructure of such installations. Any such
adverse impact could affect the services offered over Pelephone’s infrastructure, the result of
which could have a material adverse effect on the revenues of the Bezeq Group from such
services. The establishment of a broadcasting site without obtaining a building permit
constitutes, among other things, a breach of the Planning and Construction Law, and in some
instances, this has resulted in demolition orders against sites, indictments or the initiation of civil
proceedings against Pelephone and some of its officers. Pelephone has succeeded in most of
these instances to avoid demolition or to delay the execution of demolition orders pursuant to
arrangements it reached with the planning and building authorities to resolve the lack of
licensing. These arrangements have not required any admission of guilt by officers of Pelephone
or their conviction. However, it is not certain that this will continue in the future, or that there
will be no further instances in which demolition orders are issued and indictments are filed in
respect of building permits, including against officers.

In addition, the establishment and operation of communication facilities in Israel are subject to
building permits from various planning and building committees, a process that involves a
number of approvals from Israeli state entities and regulatory bodies. Bezeq’s and Pelephone’s
inability to obtain such approvals and permits in the future may impair the quality and capacity
of their existing networks and the deployment of new networks.

The deployment and manner of set-up of communication facilities in Israel are regulated by the
National Outline Plan for Communications 36 (“NOP 36”) and National Outline Plan for
Communications 56 in the Palestinian Administered Territories (“NOP 56). These plans were
designed to ensure coverage for transmitting and receiving radio, television and wireless
communications, while avoiding radiation hazards, minimizing damage to the environment and
simplifying and increasing the efficiency of the processes involved in setting up new facilities.

Difficulties in obtaining approvals for the erection and operation of cellular network sites and
other cellular network infrastructure could have an adverse effect on the extent, coverage and
capacity of our cellular network, thus impacting the quality of our voice and data services and
our ability to continue to market our products and services effectively.

Pelephone, like the other cellular telephony operators in Israel, provides repeaters, also known as
bi-directional amplifiers, to subscribers seeking an interim solution to weak signal reception
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within specific indoor locations. In light of the lack of a clear policy of the local planning and
building authorities, and in light of the practice of the other cellular telephone operators,
Pelephone has not requested permits under the Planning and Construction Law for the repeaters.
If the local planning and building authorities determine that permits under the Planning and
Construction Law are also necessary for the installation of these devices, or any other receptors
that Pelephone believes do not require a building permit, it could have a negative impact on its
ability to obtain permits for its repeaters.

Approximately 20% of the Bezeq Group’s cell sites are wireless access devices that operate in
reliance on an exemption from the requirement to obtain a building permit. Bezeq Group's
reliance on the exemption for wireless access devices have been challenged and is currently
awaiting ruling by the Israeli Supreme Court. Under an interim order issued by the Supreme
Court in September 2010, the Bezeq Group is unable to further construct wireless access devices
in cellular networks in reliance on the exemption. Under a decision of the Supreme Court of
February 2011, the order will not apply to the replacement of existing wireless access devices
under certain conditions. In September 2011, the interim order was relaxed to allow two new
UMTS operators, Hot Mobile and Golan Telecom, to construct wireless access devices in
reliance on the exemption until July 31, 2012 and was thereafter extended several times until
April 2014. Should the Israeli Supreme Court determine that all wireless access devices without
building permits must be removed, it could have a negative impact on the Bezeq Group.

Bezeq’s growth prospects depend on the continued demand for domestic fixed-line telephony,
fixed-line broadband Internet infrastructure access, cellular telephony, ISP and pay television
services.

The use of fixed-line broadband Internet infrastructure access services, cellular telephony
services and pay television services in Israel has increased in recent years, making Israel one of
the most highly penetrated countries in the world with respect to such services. The Bezeq Group
has benefited from this growth, and its continued growth and profitability depend, in part, on the
continued demand for these services and domestic fixed-line telephony services in the
coming years. If demand for the Bezeq Group’s current services and products decreases, its
business, financial condition and results of operations could be adversely affected.

The Bezeqg Group’s systems and operations are vulnerable to damage or interruption, which
could expose it to material risk of loss or litigation.

The Bezeq Group provides services using various infrastructure systems that include exchanges,
transmission, data communication and access systems, cables and computerized systems. Any
failure to manage the growth and complexity of the Bezeq Group’s networks could lead to a
degradation of service and network disruptions that could harm its reputation and result in a loss
of subscribers. Furthermore, Pelephone’s cellular telephony business uses two frequency ranges,
850 MHz and 2100 MHz, which are exposed to interruptions which could impair the service
quality of the networks that Pelephone operates.

Although some of the Bezeq Group’s systems have backup, damage to some or all of these
systems, whether due to a technical fault or natural disaster, could cause extreme difficulties in
providing services. If any part of the Bezeq Group’s infrastructure, including its IT systems,
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cellular information systems, communications lines, antenna sites, equipment or technology
becomes subject to a flood, fire, other natural disaster, terrorism, acts of war, a computer virus, a
power loss, material bugs in software or other catastrophe or unauthorized access, its operations
and customer relations could be materially adversely affected. In addition, disaster recovery,
security and service continuity protection measures that the Bezeq Group companies have, or
may in the future undertake, and their monitoring of network performance, may be insufficient to
prevent losses.

Although no incidents have occurred in numbers that are statistically significant, the Bezeq
Group’s networks and other technical equipment have been, and may continue to be, subject to
occasional malfunctions due to material bugs in software or technical shortcomings or imperfect
interfaces with equipment in private homes, the networks of other operators or its own networks
or with other surrounding equipment. The Bezeq Group might incur liabilities or reputational
damages as a result of such malfunctions.

In addition, the Bezeq Group accumulates, stores and uses data in the ordinary course of its
operations that is protected by data protection laws. Although the Bezeq Group takes precautions
to protect subscriber and employee data in accordance with the applicable Israeli privacy
requirements, it may fail to do so, and certain subscriber and employee data may be leaked or
otherwise used inappropriately. Violation of data protection laws may result in fines, loss of
reputation and subscriber churn and could have an adverse effect on the Bezeq Group’s business,
financial condition and results of operations.

Spectrum availability in Israel is limited. Pelephone’s assigned frequency may not easily
support the implementation of new technologies, which could have an adverse effect on
Pelephone’s competitive position in the cellular market.

Spectrum availability in Israel is limited and is allocated by the Ministry of Communications
through a licensing process. In recent years, the Israeli Government has been coping with a
shortage of frequencies by limiting the number of licenses issued. In certain situations, the
850/2100 MHz frequencies available to Pelephone may not easily support the implementation of
new technologies emerging in the cellular communication sector, which could make it difficult
for Pelephone to implement them. Furthermore, Pelephone’s frequencies are exposed to
interference and could impair service quality of networks operated by Pelephone. The factors
that could cause interference include among other things, the fact that the 850 MHz frequency is
also used for terrestrial television broadcasts and by television stations broadcasting in the
Middle East, which use could cause interference in Pelephone’s networks.

The Bezeq Group companies are parties to legal proceedings, which could result in them being
ordered to pay significant sums.

The Bezeq Group companies are parties to legal proceedings, including class actions, which
could result in them being ordered to pay significant sums, the amount of which cannot be
estimated. Class action claims can relate to a small loss for a single customer and yet can become
a material claim for the Bezeq Group, if certified as a class action applicable to all customers or a
significant portion of them. In addition, since Bezeq provides communications infrastructure as
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well as billing services to other licensees, parties suing those licensees in other class actions may
also try to involve Bezeq as a party to such proceedings.

The markets in which the Bezeq Group operates are characterized by material capital
investments in infrastructure and subscriber equipment and changing technology, which
imposes a heavy financial burden on the Bezeq Group and consequently, its capital
expenditures may not generate a positive return.

The markets in which the Bezeq Group operates are characterized by material capital
investments in infrastructure and subscriber equipment as a result of changing technology. The
frequent technological changes in infrastructure and terminal equipment and the intense
competition in various market segments impose a heavy financial burden on the companies
operating in the telecommunications market, requiring them to update their infrastructure
technology from time to time or to introduce new devices into the market at heavy cost. The
development of new technologies can render existing technologies obsolete, resulting in the need
for large monetary investments in order to retain a competitive position. The Bezeq Group’s
future success will depend on its ability to develop and introduce, on a timely and cost-effective
basis, new infrastructure and subscriber equipment that keep pace with technological
developments. If the Bezeq Group is unable to respond promptly and effectively to changing
technology, it will be unable to compete effectively in the future and its business could be
adversely affected. No assurance can be given that the Bezeq Group’s recent or future capital
expenditures will generate a positive return or that it will have adequate capital available to
finance such future upgrades. If the Bezeq Group is unable to, or elects not to, pay for costs
associated with expanding or upgrading its networks, or making other capital expenditures, its
growth and competitive position could be materially adversely affected.

The Bezeq Group requires licenses from the Ministry of Communications to operate its
business and is subject to monitoring and enforcement by the regulator.

The Bezeq Group conducts its operations pursuant to licenses granted by the Ministry of
Communications for specified periods, which may be extended for additional periods upon
request. While the Bezeq Group’s domestic operator license for domestic fixed-line telephony
and fixed-line broadband Internet infrastructure access is valid indefinitely, its cellular telephony
license is valid until September 2022, its ISP license until August 2014, its general ILD license
until May 2025 and its broadcast license until January 2017. There is no certainty that such
licenses will be renewed or extended in the future and any cancellation or change in the terms of
the Bezeq Group’s licenses may materially affect its business and results of operations, including
the immediate acceleration of some of its debt.

Historically, the Bezeq Group was required to make certain royalty payments to the State of
Israel in connection with its broadband and fixed-line services domestic license, Pelephone’s
cellular telephony license, Bezeq International’s international telephony services and YES’s
broadcast license. Although these royalty payments decreased in recent years and were reduced
to zero in January 2013, there is no assurance that the Ministry of Communications and Ministry
of Finance will not reinstate or increase them in the future, which could have a material effect on
the Bezeq Group’s results of operations.
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Although we believe that the Bezeq Group is currently in compliance with all material
requirements of its licenses, the interpretation and application of the technical standards used to
measure these requirements, including the minimum quality standards and other license
provisions, disagreements may arise in the future between the Ministry of Communications and
the Bezeq Group. In addition, following recent amendments to the Communication Law
introducing administrative enforcement, the Bezeq Group may be subjected to administrative
enforcement proceedings and monetary sanctions. The Bezeq Group has provided significant
bank guarantees to the Ministry of Communications to guarantee its performance under its
licenses. If the Bezeq Group is found to be in material breach of its licenses, the guarantees may
be forfeited and the licenses may be revoked. In addition, the Ministry of Communications is
authorized to levy significant fines for breaches of the Bezeq Group’s licenses, which could have
a material adverse effect on the Bezeq Group’s financial condition or results of operations.

Under the recently enacted Concentration Law, Bezeq and each corporation owned by Bezeq and
by the Eurocom Group will be deemed a “Concentrating Entity,” within the meaning of the
Concentration Law. In addition, YES will be deemed to be an influential entity in the
broadcasting field and, as a result, it too will be deemed a “Concentrating Entity.” Accordingly,
each award of rights (including the award of a license) by a governmental authority in an
“Essential Infrastructure Field,” within the meaning of the Concentration Law, and the extension
of existing licenses held by any of the Bezeq Group companies, shall be subject to the
procedures set out in the Concentration Law, including the consideration of control concentration
factors and factors relating to the promotion of an industry’s competitiveness, as well as
consulting with the Committee for Reducing Concentration. The governmental authority and the
Committee are obliged to consider, among other things, factors concerning the prevention of the
expansion of the operations of the “Concentrating Entity.” If, as a result of the implementation of
the procedures under the Concentration Law, a license is not granted to a Bezeq Group company
or an existing license is not extended, the Bezeq Group’s business could be adversely impacted.
Furthermore, some of the competitors of the Bezeq Group companies are not, and future
competitors may not, be deemed a Concentrating Entity and therefore, are not subject to the
foregoing restricting procedures which could give them a competitive advantage over the Bezeq
Group companies.

The Bezeq Group’s brands are subject to reputational risks.

The Bezeq Group’s brands are well recognized in Israel. The Bezeq Group companies, including
Bezeq, Pelephone, Bezeq International and YES, have developed their brands through extensive
marketing campaigns, website promotions, customer referrals, and the use of sales forces and
dealer networks. The Bezeq Group’s brands represent a material and valuable asset. Although
the Bezeq Group companies try to manage their brands, we cannot guarantee that such brands
will not be damaged by any inability to remain technologically competitive, by circumstances
that are outside their control or by third parties with a resulting negative impact on the Bezeq
Group’s activities.
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The Bezeq Group’s results of operations are subject to market risks such as currency
fluctuations, inflation in Israel and the general economic environment and financial
condition of the capital markets in Israel and worldwide.

The Bezeq Group’s results of operations are subject to market risks such as currency
fluctuations, the general economic conditions, inflation in Israel and the financial condition of
the capital market in Israel and worldwide. The Bezeq Group measures exposure to changes in
exchange rates and inflation by the surplus or deficit of assets against liabilities. In addition,
Bezeq is exposed to inflationary changes in Israel as well as to market risks associated with
changes to the interest rates relating to its borrowings.

Bezeq collects payments from some of its customers in foreign currencies, primarily U.S.
dollars. In addition, Bezeq consumes services from suppliers outside Israel and pays for these
services in foreign currencies, primarily U.S. dollars. Changes in the exchange rates of the
currencies in which Bezeq operates, primarily the NIS against the U.S. dollar, could have an
adverse effect on Bezeq’s cash flow and profitability. In addition, when the Israeli inflation rate
exceeds the rate of the NIS depreciation against foreign currencies, some of the Bezeq Group’s
NIS expenses increase to the extent of the difference between the rates. A significant disparity of
this kind may have a material adverse effect on our operating results.

From time to time, the Bezeq Group engages in currency hedging transactions to reduce the
impact on its cash flows and results of operations of currency fluctuations. The Bezeq Group
recognizes freestanding derivative financial instruments as either assets or liabilities in the
statements of financial position and it measures those instruments at fair value. However,
accounting for changes in the fair value of a derivative instrument, such as a currency hedging
instrument, depends on the intended use of the derivative instrument and the resulting
designation. For derivative instruments that are not designated as cash flow hedges, changes in
fair value are recognized in our income statement without any reference to the change in value of
the related budgeted expenditures. These differences could result in fluctuations in our reported
net income on a quarterly basis.

In recent years, the general economic and capital market conditions in the Europe, the Middle
East and Africa (EMEA) region, including Israel, and other parts of the world have undergone
significant turmoil. In addition, general market volatility has resulted from uncertainty about
sovereign debt and fear that the governments of countries such as Greece, Portugal, Spain,
Ireland and Italy may default on their financial obligations. Furthermore, continued hostilities in
the Middle East and tensions in the region could adversely affect the Israeli economy. If these
conditions continue or worsen, the Bezeq Group’s future cost of debt and access to the capital
markets along with its business, results of operations and financial condition could be adversely
affected.

Negative developments in, or the general weakness of, Israel’s economy, in particular increasing
levels of unemployment, may have a direct negative impact on the spending patterns of retail
consumers, both in terms of the products they subscribe for and usage levels. Because a
substantial portion of our revenue is derived from residential subscribers who may be impacted
by these conditions, such conditions may make it more difficult for us to attract new subscribers,
more likely that certain of our subscribers will downgrade or disconnect their services and more
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difficult to maintain ARPUs at existing levels. In addition, there can be no assurance that
deterioration in the Israeli economy would not lead to a higher number of customers defaulting
on their contracts or increased levels of service disconnections. Therefore, a weak economy and
negative economic developments may jeopardize the Bezeq Group’s growth targets and may
have a material adverse effect on the Bezeq Group’s business, financial condition and results of
operations.

A significant portion of the Bezeq Group’s workforce is represented by labor unions, and the
companies in the Bezeq Group could incur additional costs or experience work stoppages as a
result of the negotiation of their labor contracts or organizing activities.

A significant portion of the employees of the Bezeq Group was represented by Israel’s New
General Federation of Workers (the “Histadrut”). In December 2006, a special collective
agreement was signed between Bezeq, its workers’ representatives and the Histadrut, regulating
the labor relations in Bezeq following its privatization. In December 2013, Pelephone entered
into a collective agreement with the Histadrut and its workers committee. In light of the
collective bargaining agreements, Bezeq’s and Pelephone’s ability to implement human
resources and organization plans (including retirement plans and restructuring) requires
coordination with the workers union and may involve significant cost. The process of
implementing such plans may cause labor unrest and interfere with Bezeq’s and Pelephone’s
regular course of activities.

The Bezeq Group depends on hardware, software and other providers of outsourced services,
who may discontinue their services or products, seek to charge prices that are not competitive
or choose not to renew their contracts.

The Bezeq Group has important relationships with several suppliers of hardware, software and
related services that are used to operate its businesses. In certain cases, substantial investments
have been made in the equipment or software of a particular supplier, making it difficult to
quickly change supply and maintenance relationships in the event that the initial supplier refuses
to offer favorable prices or ceases to produce equipment or provide the support that the Bezeq
Group requires. Further, in the event that hardware or software products or related services are
defective, it may be difficult or impossible to enforce recourse claims against suppliers,
especially if warranties included in contracts with suppliers have expired or are exceeded by
those in the Bezeq Group companies’ contracts with their subscribers, in individual cases, or if
the suppliers are insolvent, in whole or in part. In addition, there can be no assurances that the
Bezeq Group will be able to obtain the hardware, software and services it needs for the operation
of its business, in a timely manner, at competitive terms and in adequate amounts. The Bezeq
Group’s key suppliers include the following:

e Bezeq: Alcatel Group (represented in Israel by Alcatel Telecom Israel Ltd.), Dialogic
Networks (Israel) Ltd., Comverse, Inc., Adtran Holdings Ltd, Oracle, EMC, Vmware
and ECI Telecom.

e Pelephone: Apple Distribution International, Ericsson, Nortel and Motorola.

e Bezeq International: British Telecom and MedNautilus.
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e YES: Eurocom Digital, Advanced Digital Broadcast S.A., Pace Micro Technology
PLC, Altech Multimedia International (Pty) Ltd. and NDS Ltd.

The Bezeq Group’s ability to renew its existing contracts with suppliers of products or services,
or enter into new contractual relationships upon the expiration of such contracts, either on
commercially attractive terms, or at all, depends on a range of commercial and operational
factors and events, which may be beyond its control. The occurrence of any of these risks could
create technical problems, damage the Bezeq Group’s reputation, result in the loss of customer
relationships and have a material adverse effect on its business, financial condition and results of
operations.

The Bezeq Group may be subject to claims of intellectual property infringement, which could
have an adverse impact on its businesses or operating results.

The Bezeq Group is subject to the risk of intellectual property rights claims against it. The Bezeq
Group has in the past and may in the future receive claims of infringement or misappropriation
of other parties’ proprietary rights. In addition to claims relating to broadcasts on channels YES
owns, it may be subject to intellectual property infringement claims with respect to programs
broadcast on foreign channels that it carries. Successful challenges to YES’s rights to intellectual
property could require YES to enter into royalty or licensing agreements on unfavorable terms,
incur substantial monetary liability or be enjoined preliminarily or permanently from further use
of the intellectual property in question. This could require a change in business practices and
limit the ability to provide customers with the content that they expect. If YES is required to take
any of these actions, it could have an adverse impact on its businesses or operating results.

Even if the claims of intellectual property infringement are without merit, defending against the
claims can be time-consuming and costly and divert management’s attention and resources away
from its businesses. Israeli law relating to intellectual property contains provisions allowing the
owner of an intellectual property right to apply to Israeli courts to grant various enforcement
measures and other remedies, such as temporary and permanent injunctive relief and a right to
confiscate infringing goods and damages. If any of these claims succeed, the Bezeq Group may
be forced to pay damages or may be required to obtain licenses for the infringing product or
service and may incur liabilities or reputational damages as a result. If the Bezeq Group cannot
obtain all necessary licenses on commercially reasonable terms, it may be forced to stop using or
selling the products and services, which could adversely affect its ability to provide certain
services and products.

Barriers to entry in the Israeli domestic fixed-line communications segment have lessened
considerably in recent years.

Operating in the Israeli domestic fixed-line communications segment requires receipt of the
appropriate domestic fixed-line licenses. Traditionally, the main barrier to entry in this segment
arose from the need for heavy investment in technological infrastructure and in surrounding
systems, which were necessary to achieve economies of scale, and from high costs involving the
establishment of marketing, sales, collection and customer support systems and the building of a
brand. In recent years, these traditional barriers to entry into the Bezeq Group’s segments of
operation have lessened considerably as a result of the following factors: technological
improvements, lower infrastructure and equipment prices, easing of regulations applying to new
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competitors and the mandatory obligation to allow Bezeq’s competitors to use Bezeq’s and
HOT’s fixed-line infrastructures and services.

The regulation of competition in VoB-based telephony, which enables telephony services to be
provided based on a broadband Internet infrastructure of another operator without need for an
independent fixed-line infrastructure (and in the future, if it becomes possible, competition based
on dividing the network into sections and wholesale sale of services), significantly reduces the
size of investment required from those competing with Bezeq, thereby making barriers to entry
in the fixed-line segment much lower.

If YES is unable to obtain attractive programming on satisfactory terms for its pay television
services, the demand for these services could be reduced, which could adversely affect its
revenue and profitability.

The success of YES’s services depends on access to an attractive selection of television
programming from content providers. The ability to provide movie, sports, popular series and
other programming, including VOD content, is a major factor that attracts subscribers to pay
television services, especially premium services. If YES was unable to obtain high-quality
content, it could limit YES’s ability to incentivize customers to migrate from lower priced
packages to higher tier programming, which would inhibit its ability to execute its business
strategy. Furthermore, there can be no assurance that YES will continue to be able to obtain an
attractive selection of television programming or that the local content that YES provides will
continue to be successful. Any or all of these factors could result in reduced demand for, and
lower revenue and profitability from, YES’s satellite broadcast services.

Adverse decisions of tax authorities or changes in tax treaties, laws, rules or interpretations
could have a material adverse effect on the Bezeq Group’s results of operations and cash flow.

The tax laws and regulations in Israel may be subject to change and there may be changes in
interpretation and enforcement of tax law. As a result, we and the Bezeq Group may face
increases in taxes payable if tax rates increase, or if tax laws and regulations are modified by the
competent authorities in an adverse manner. We regularly assess the likelihood of such outcomes
and have established tax provisions which represent management’s best estimate of the potential
assessments. The Israeli Tax Authority may challenge certain positions that we and the Bezeq
Group have adopted in the past or that we and the Bezeq Group may adopt in the future. The
resolution of any of these tax matters could differ from the amount we or Bezeq have reserved,
which could have a material adverse effect on our cash flows, business, financial condition and
results of operations.

Our success depends on the continued service of certain key executives and personnel.

The Bezeq Group’s key executives and employees possess substantial knowledge of its business
and operations. We cannot assure you that the Bezeq Group will be successful in retaining their
services or that the Bezeq Group would be successful in hiring and training suitable replacements
without undue costs or delays. As a result, the loss of any of these key executives and employees
could cause significant disruptions in the Bezeq Group’s business operations, which could
materially adversely affect our results of operations.
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Risks Related to Our Company

Our operating results may be adversely affected by significant fluctuations in the Israeli CPI
and in interest rates.

As the principal amount of, and interest that we pay on, certain of our loans and debentures are
linked to the Israeli CPI or are subject to variable interest rates, any increase in the Israeli CPI or
in the interest rate will increase our financial expenses and could adversely affect our results. In
addition, Bezeq’s tariff updating mechanism, which is subject to government regulation, is
reviewed once a year and is influenced by the CPI. As a result, the annual rate of inflation and its
distribution during the year can have a material influence on the erosion of Bezeq’s tariffs and its
revenues and expenses during the year, which in turn could have a material adverse impact on
our operating results.

Our exposure to market risk for changes in interest rates also relates to our investment in
marketable securities. Investments in both fixed rate and floating rate interest bearing securities
carry a degree of interest rate risk. The market pricing for such fixed rate securities may be
adversely impacted due to a rise in interest rates, while floating rate securities may produce less
income than predicted if interest rates fall. Due in part to these factors, our future financial
results may be negatively affected in the event that interest rates fluctuate.

Our financial stability may be affected by the dividend distribution policies of Bezeq and B
Communications and the amount of dividends we receive from B Communications.

We are a holding company with no business operations other than holding 68% of the
outstanding shares of B Communications, the owner of 30.92% of the outstanding shares of
Bezeq as of the date of this Prospectus. Therefore, our ability to repay our debt will be affected
by (i) Bezeq’s dividend distribution policy and the amount of dividends B Communications
receive from Bezeq and (ii) the amount of dividends paid by B Communications. In August
2009, Bezeq’s Board of Directors resolved to implement a dividend policy to distribute 100% of
the semi-annual profit in accordance with its consolidated financial statements as a dividend to
its shareholders. If we do not receive timely and sufficient dividends and distributions from B
Communications, we may be unable to meet our debt obligations or comply with our debt
covenants. In such case, we could be forced to renegotiate or refinance our indebtedness, seek
additional equity capital or sell assets. We may be unable to obtain financing or sell assets on
satisfactory terms, or at all.

We, B Communications and other members of the Eurocom Group are subject to the Control
Permit for holding the controlling interest in Bezeq. Failure to comply with this permit or
other regulatory provisions relating to the control of Bezeq may result in the revocation of the
Control Permit and our rights with respect to our Bezeq interest would be adversely impacted,
which would materially and adversely affect our business and financial position.

Pursuant to the Communications Order, B Communications was required to obtain the prior
written consent of the Ministers in order to obtain a permit to acquire the controlling interest in
Bezeq. Under the Communications Order, no person may hold, directly or indirectly, “significant
influence” over Bezeq or 5% or more of any particular class of means of control in Bezeq, nor
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may any person, together with any other person, appoint, elect or dismiss the general manager of
Bezeq or cause the election, appointment or dismissal of any director of Bezeq, without the prior
written consent of the Ministers. Subject to certain exceptions, prior written approval of the
Ministers is also required to increase the holdings or other rights in excess of those determined in
the initial approval, including by means of an agreement (including a voting agreement).
Furthermore, no person may transfer control, “significant influence” or means of control in
Bezeq to another, if, as a result of the transfer, the holdings of the transferee would require
approval pursuant to the Israeli Communications Law or Communications Order and the
transferor is aware that the transferee is not in possession of the requisite approval. For the
foregoing purposes, ‘“significant influence” means the ability to significantly influence the
activity of a corporation, whether alone or together with or through others, directly or indirectly,
other than as a result of holding “means of control” in that corporation or in another corporation,
and including the ability derived from the corporation’s articles of association, a written, oral or
other kind of agreement, or from any other source. In this context, the right to appoint an officer
or holding 25% of our means of control is presumed to confer significant influence. “Means of
control” means the right to vote at a general meeting of the company, appoint a director or
general manager of the company, or to participate in the profits of the company or a share of the
remaining assets of the company after payment of its debts upon liquidation.

The Control Permit includes several conditions, including, among others, the requirement that
SP2 be controlled exclusively by the other parties to the Control Permit and that the parties to the
control permit hold not less than 30% of any type of means of control of Bezeq and SP2. In
February 2011, the Ministers permitted such percentage to decrease to 29% for a period of six
months commencing from the date such holdings fall below 30%, in the event of dilution
resulting from the exercise of options by Bezeq employees. In addition, the Control Permit
requires that 19% of SP2 be held at all times by an “Israeli Party,” as defined in the
Communications Order. The Control Permit also includes certain notice requirements regarding
changes in the composition of the board of directors and certain holdings in us and B
Communications. If we, B Communications or any other member of the Eurocom Group subject
to the Control Permit fails to comply with the terms of the Control Permit or with other
regulatory provisions relating to the control of Bezeq, such permit could be revoked and our
rights with respect to our Bezeq interest would be adversely impacted, which would have a
material adverse effect on our business and financial position.

Any event in which a receiver is appointed with respect to B Communications’ holdings in SP2
or SP2’s holdings in Bezeq will constitute grounds for the cancellation of the Control Permit. In
addition, in the event that the Ministers determine that a material change in the details included
in the application for the Control Permit has occurred or the members to the control permit failed
to provide requisite notifications in accordance with the Control Permit, and there is a real
concern that the essential service provided by Bezeq will be harmed, the Ministers may cancel
the Control Permit or set conditions for its continuation pursuant to the provisions of the Israeli
Communications Law. In the event that the Control Permit is cancelled and an application to
reissue another control permit is denied, our holdings in Bezeq must be liquidated within 15 to
60 days (depending on the cause for such cancellation) pursuant to the Communications Order.

In accordance with the recently enacted Concentration Law, if either we or B
Communications are unable to delist our ordinary shares from the TASE and redeem any
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publicly held debt or go private prior to December 10, 2019, we will not be permitted to control
Bezeq after such date.

Under the recently enacted Concentration Law, a second-tier company (i.e., a company with
publicly held debt or equity securities that is subject to reporting obligations under the Israeli
Securities Law and controlled by a first-tier company), is prohibited from controlling another tier
company. In the case of existing companies, a second-tier company is entitled to continue to
control another tier company that it controlled on the publication date of the Concentration Law
for a period of six years from the date of publication of the Concentration Law, i.e., until
December 10, 2019. In the event that a second-tier company controls another tier company
contrary to the provisions of the Concentration Law, a district court may appoint a trustee, who
will be awarded the means of control in such tier company for the purpose of selling such means
of control. The trustee shall act pursuant to the orders of such court with respect to the means of
control. Such court may, instead of appointing a trustee and under certain circumstances, order
that the means of control held by the controlling shareholder shall not provide any rights
whatsoever. Until the appointment of a trustee by a district court, the means of control held by a
tier company that illegally controls another tier company shall not grant any voting rights at the
illegally held tier company’s shareholder meetings. The Concentration Law sets forth certain
mechanisms intended to enable a tier company to make various arrangements for the repurchase
of its publicly-held shares and the early redemption of publicly-held debt in order to comply with
the provisions of the law.

Our company is deemed to be a second-tier company under the Concentration Law and Bezeq is
deemed to be a third-tier company under the Concentration Law. Accordingly, if either B
Communications or we are unable to redeem any publicly held debt and delist our ordinary
shares from the TASE (which would require 90-days’ prior notice to the TASE) or go private
prior to December 10, 2019, we will not be permitted to control Bezeq after such date and our
holdings in Bezeq may be transferred to a trustee for the purpose of selling such holdings.
Furthermore, if a trustee is appointed, he may motion a district court to order the cancellation of
distributions made by Bezeq prior to his appointment if they are deemed to not be in Bezeq’s
Interest.

If we do not maintain control of Bezeq we may be deemed to be an “investment company”
under the Investment Company Act of 1940, which could materially and adversely affect our
business.

Section 3(a)(1)(A) of the Investment Company Act of 1940 (the “Investment Company Act”),
defines an investment company as any issuer that is, holds itself out as being, or proposes to be,
primarily engaged in the business of investing, reinvesting or trading in securities and Section
3(a)(1)(C) of the Investment Company Act defines an investment company as any issuer that is
engaged or proposes to engage in the business of investing, reinvesting, owning, holding or
trading in securities and owns or proposes to acquire “investment securities” (within the meaning
of the Investment Company Act) having a value exceeding 40% of the value of the issuer’s total
assets (exclusive of U.S. government securities and cash items) on an unconsolidated basis.
However, an issuer will be deemed not to be an investment company if no more than 45% of the
value of such issuer’s total assets (exclusive of government securities and cash items) consists of,
and no more than 45% of such issuer’s net income after taxes (for the last four fiscal quarters
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combined) is derived from, securities other than, among other things, securities issued by
companies which are controlled primarily by such issuer. Primary control is presumed if the
issuer owns over 25% of the controlled company’s voting securities and the issuer has control
greater than that of any other person. Accordingly, so long as we maintain control of Bezeq, we
will not be deemed an investment company.

If we were to no longer maintain the control of Bezeq, we could, among other things, be required
either (i) to change substantially the manner in which we conduct our operations to avoid being
subject to the Investment Company Act or (ii) to register as an investment company. An
investment company that is organized under the laws of a foreign country may not register as an
investment company, or publicly offer its securities through interstate commerce in the United
States, unless the company applies to the Securities and Exchange Commission (the “SEC”), for
an order permitting the company to register under the Investment Company Act, and to make a
public offering in the United States. The SEC may issue an order granting the application if it
finds that, by reason of special circumstances or arrangements, it is both legally and practically
feasible effectively to enforce the provisions of the Investment Company Act against the issuer,
and further finds that granting the application is otherwise consistent with the public interest and
the protection of investors.

If we were required to register as an investment company under the Investment Company Act,
we would become subject to substantial regulation with respect to our capital structure (including
our ability to use leverage), management, operations, transactions with certain affiliates,
reporting, record keeping, voting, proxy and disclosure requirements, and meeting these
requirements would be costly, if at all possible.

We may fail to maintain effective internal control over our financial reporting in accordance
with Section 404 of the Sarbanes-Oxley Act of 2002, which could have an adverse effect on
our financial results and the market price of our ordinary shares.

Section 404 of the Sarbanes-Oxley Act requires any company subject to the reporting
requirements of the U.S. securities laws to do a comprehensive evaluation of its and its combined
subsidiaries’ internal control over financial reporting. To comply with this statute, we are
required to document and test our internal control over financial reporting, and our management
is required to assess and issue a report concerning our internal control over financial reporting.
The rules governing the standards that must be met for management to assess our internal control
over financial reporting are relatively complex and require significant documentation, testing and
possible remediation to meet the detailed standards under the rules.

Beginning in the second quarter of 2010, we began consolidating Bezeq’s financial results into
our financial statements following B Communications’ acquisition of the controlling interest in
Bezeq. Commencing with our management report on internal control over financial reporting for
the year ended December 31, 2011, our management report on internal control over financial
reporting must include an assessment of Bezeq’s internal control over financial reporting. Prior
to the acquisition of the controlling interest, Bezeq was not subject to Section 404 of the
Sarbanes-Oxley Act. As such, we may in the future identify a material weakness in Bezeq’s
internal control over financial reporting. Failure to maintain effective internal control over
financial reporting could result in investigation or sanctions by regulatory authorities and could
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have a material adverse effect on our operating results, investor confidence in our reported
financial information and the market price of our ordinary shares.

Risks Related to Our Relationship with Eurocom Communications Ltd.

Because Eurocom Communications controls substantially all the voting power of our ordinary
shares, investors will not be able to affect the outcome of all shareholder votes.

Eurocom Communications beneficially owned 78.97% of our outstanding ordinary shares, as of
February, 2014. For as long as it has a controlling interest in our company, Eurocom
Communications, Mr. Shaul Elovitch, the chairman of our board of directors and the chairman of
the board of directors of Eurocom Communications, and the controlling shareholder of Eurocom
Communications will have the power to determine or significantly influence the outcome of
matters submitted to a vote of our shareholders that require a simple majority, including the
power to elect all of the members of our board of directors (except external directors, within the
meaning of Israeli law) and will have the ability to exercise a controlling influence over our
business and affairs, including any determinations with respect to potential mergers or other
business combinations involving us, our acquisition or disposition of assets, our incurrence of
indebtedness, our issuance of any additional ordinary shares or other equity securities, our
repurchase or redemption of ordinary shares and our payment of dividends. Because the interests
of Eurocom Communications and Mr. Elovitch may differ from the interests of our other
shareholders, actions taken by Eurocom Communications with respect to us may not be
favorable to our other shareholders.

Conflicts of interest may arise between Eurocom Communications, B Communications, other
companies within the Eurocom Group and us that could be resolved in a manner unfavorable
to us and result in reduced revenues and income.

Conflicts of interest may arise between B Communications, Eurocom Communications and us in
a number of areas relating to our past and ongoing relationships. Areas in which conflicts of
interest between B Communications, Eurocom Communications and us could arise include, but
are not limited to, the following:

Cross officerships, directorships and share ownership. The ownership interests of our
directors in our ordinary shares could create, or appear to create, conflicts of interest
when directors and executive officers are faced with decisions that could have different
implications for the two companies. For example, these decisions could relate to the
nature, quality and cost of services rendered to us by Eurocom Communications and B
Communications, disagreements over the desirability of a potential acquisition
opportunity or employee retention or recruiting. In addition, Eurocom Communications
may take an opportunity for itself or preclude us from taking advantage of a corporate
opportunity; and

Intercompany transactions. From time to time, Eurocom Communications, B
Communications or other companies within the Eurocom Group may enter into
transactions with us or our subsidiaries or other affiliates. Although the terms of any such
transactions will be established based upon negotiations between employees of such
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companies and us and, when appropriate, subject to the approval of our independent
directors or a committee of disinterested directors and in some instances a vote of
shareholders, the terms of any such transactions may not be as favorable to us or our
subsidiaries or affiliates as may otherwise be obtained in arm’s-length negotiations with
unaffiliated third parties.

Risks Related to the Series D Debentures Offered by this Prospectus

The Series D Debentures will be unsecured and will be subordinated to any secured debt
obligations from time to time outstanding.

The Series D Debentures will be unsecured and will be subordinated to any secured indebtedness
from time to time outstanding. If we default on the Series D Debentures, or in the event of
bankruptcy, liquidation or reorganization, then, to the extent that we have granted security over
our assets, the assets that secure these debts will be used to satisfy the obligations under that
secured debt before we could make payment on the Series D Debentures. If there is not enough
collateral to satisfy the obligations of the secured debt, then the remaining amounts on the
secured debt would share equally with all unsubordinated unsecured indebtedness.

An active trading market for the Series D Debentures may not develop.

There is no established trading market for the Series D Debentures. Though we have applied for
the listing of the Series D Debentures on the TASE, an active trading market in the Series D
Debentures may not develop. If a trading market does not develop, purchasers of the Series D
Debentures may not be able to sell them. Even if a trading market for the Series D Debentures
develops, the liquidity of any market for the Series D Debentures will depend upon the number
of holders of the Series D Debentures, our performance, the market for similar securities, the
interest of securities dealers in making a market in the Series D Debentures and other factors.
Accordingly, no assurance can be given as to the liquidity or market price of, or adequate trading
markets for, the Series D Debentures.

We may incur additional indebtedness ranking equally or senior to the Series D Debentures.

We are permitted to issue additional debt that ranks equally or senior to the Series D Debentures.
If we incur any additional debt that ranks senior to the Series D Debentures, the holders of that
debt will rank senior in right of payment to all existing and future debt and other obligations that
are, by their terms, expressly subordinated in right of payment to such debt, including the Series
D Debentures. If we incur any additional debt that ranks on an equal and ratable basis with the
Series D Debentures, the holders of that debt will be entitled to share ratably with the holders of
the Series D Debentures in any proceeds distributed in connection with an insolvency,
liquidation, reorganization, dissolution or other winding-up of us subject to satisfaction of certain
debt limitations. This may have the effect of reducing the amount of proceeds paid to you.

Your right to receive payments on the Series D Debentures will be subordinated to certain
statutory liabilities.

We are incorporated under the laws of the State of Israel and any insolvency proceedings would
proceed under, and be governed by, Israeli insolvency laws. Under Israeli bankruptcy law, the
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obligations under the Series D Debentures are subordinated to certain statutory preferences. In
the event of liquidation, such statutory preferences, including claims for salaries, wages, secured
obligations, social security, taxes and court fees and expenses, will have preference over any
other claims, including claims by any investor in respect of the Series D Debentures.

A ratings decline could adversely affect the value of the Series D Debentures.

Our Series D Debentures have been assigned a Baal Stable rating by Midroog Ltd., an Israeli
rating company affiliated with Moody’s. Any of the agencies that rate our debt has the ability to
lower the ratings currently assigned to our debt, as a result of its views about our current or
future business, financial condition or results of operations. Any ratings decline for the Series D
Debentures or our other outstanding debentures could adversely affect the value of the Series D
Debentures. A credit rating is not a recommendation to buy, sell or hold securities and may be
subject to revision or withdrawal at any time by the assigning rating organization. Each rating
should be evaluated independently of any other rating.

There are restrictions on your ability to transfer or resell the Series D Debentures in the
United States without registration under applicable U.S. federal and state securities laws.

The Series D Debentures being offered by this prospectus are being offered and sold in Israel in
reliance upon an exemption from registration under U.S. federal and applicable state securities
laws. Therefore, you cannot transfer or resell the Series D Debentures in the United States other
than pursuant to a registration statement under the Securities Act of 1933, as amended or an
exemption from the registration requirements of the U.S. federal and applicable state securities
laws.

Risks Related to the Operations of the Bezeq Group and Our Company in Israel

Political, economic and military instability in Israel may disrupt our operations and negatively
affect our business condition, harm our results of operations and adversely affect our share
price.

We and the Bezeq Group companies are incorporated and based in the State of Israel and Bezeq
derives substantially all of its revenues from markets within the State of Israel. As a result,
political, economic and military conditions affecting Israel directly influence us. Since its
establishment in 1948, Israel has been involved in a number of armed conflicts with its Arab
neighbors and a state of hostility, varying from time to time in intensity and degree, has
continued into 2014. In recent years, there was an escalation in violence among Israel, Hamas,
the Palestinian Authority and other groups. Also, since 2011, riots and uprisings in several
countries in the Middle East and neighboring regions have led to severe political instability in
several neighboring states and to a decrease in the regional security situation. Such instability
may affect the local and global economy, could negatively affect business conditions and,
therefore, could adversely affect our operations. In addition, Iran has threatened to attack Israel
and is widely believed to be developing nuclear weapons. Iran is also believed to have a strong
influence among extremist groups in areas that neighbor Israel, such as Hamas in Gaza and
Hezbollah in Lebanon. Although these matters have not had any material effect on our business
and results of operations to date, the regional security situation and worldwide perceptions of it
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are outside our control and there can be no assurance that these matters will not negatively affect
us in the future. Any major hostilities involving Israel, a full or partial mobilization of the reserve
forces of the Israeli army, the interruption or curtailment of trade between Israel and its present
trading partners, or a significant downturn in the economic or financial condition of Israel could
have a material adverse effect on our business, financial condition and results of operations.

Our results of operations may be negatively affected by the obligation of our personnel to
perform military service.

Many of the Bezeq Group’s and our executive officers and employees in Israel are obligated to
perform annual reserve duty in the Israeli Defense Forces and may be called for active duty
under emergency circumstances at any time. If a military conflict or war arises, these individuals
could be required to serve in the military for extended periods of time. Bezeq’s operations could
be disrupted by the absence for a significant period of one or more of its executive officers or
key employees or a significant number of other employees due to military service. Any
disruption in Bezeq’s operations could adversely affect its business.

Bezeq may be restricted in the conduct of its operations during periods of national emergency,
which could negatively affect its business operations.

During periods of national emergency, the Minister of Communications and other governmental
authorities may issue various instructions regarding the use of Bezeq’s network, including the
use of the network by the Israeli security forces. In addition, the Israeli Equipment Registration
and IDF Mobilization Law, 1987 permits the registration, taking and use of engineering
equipment and facilities by Israel’s Defense Forces. These actions could adversely affect Bezeq’s
business operations.

Our operating results may be adversely affected by significant fluctuations of the NIS against
foreign currencies.

We report our financial results in NIS. Bezeq receives payments in NIS for most of its sales. As a
result, fluctuations in rates of exchange between NIS and the U.S. dollar may affect our
operating results and financial condition. In addition, when the Israeli inflation rate exceeds the
rate of the NIS depreciation against foreign currencies, some of our NIS expenses increase to the
extent of the difference between the rates. A significant disparity of this kind may have a
material adverse effect on our operating results.

From time to time, the Bezeq Group engages in currency hedging transactions to reduce the
impact on its cash flows and results of operations of currency fluctuations. The Bezeq Group
recognizes freestanding derivative financial instruments as either assets or liabilities in the
statements of financial position and it measures those instruments at fair value. However,
accounting for changes in the fair value of a derivative instrument, such as a currency hedging
instrument, depends on the intended use of the derivative instrument and the resulting
designation. For derivative instruments that are not designated as cash flow hedges, changes in
fair value are recognized in our income statement without any reference to the change in value of
the related budgeted expenditures. These differences could result in fluctuations in our reported
net income on a quarterly basis.
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As a foreign private issuer whose shares are listed on the NASDAQ Global Select Market, we
may follow certain home country corporate governance practices instead of certain NASDAQ
requirements.

As a foreign private issuer whose shares are listed on the NASDAQ Global Select Market, we
are permitted to follow certain home country corporate governance practices instead of certain
requirements of the NASDAQ Stock Market Rules. As a foreign private issuer listed on the
NASDAQ Global Select Market, we may follow home country practice with regard to, among
other things, the composition of the board of directors, compensation of officers, director
nomination process and quorum at shareholders’ meetings. In addition, we may follow home
country practice instead of the NASDAQ requirement to obtain shareholder approval for certain
dilutive events (such as for the establishment or amendment of certain equity-based
compensation plans, an issuance that will result in a change of control of the company, certain
transactions other than a public offering involving issuances of a 20% or more interest in the
company and certain acquisitions of the stock or assets of another company). A foreign private
issuer that elects to follow a home country practice instead of NASDAQ requirements must
submit to NASDAQ in advance a written statement from an independent counsel in such issuer’s
home country certifying that the issuer’s practices are not prohibited by the home country’s laws.
In addition, a foreign private issuer must disclose in its annual reports filed with the SEC each
such requirement that it does not follow and describe the home country practice followed by the
issuer instead of any such requirement. Accordingly, our shareholders may not be afforded the
same protection as provided under NASDAQ’s corporate governance rules.

Provisions of Israeli law, the licenses of Bezeq and our articles of association may delay,
prevent or make difficult an acquisition of our company, which could prevent a change of
control and, therefore, depress the price of our shares.

Following our acquisition of the controlling interest in Bezeq, we and our shareholders are
required to comply with the Communications Law, the Communications Order and regulations
promulgated by the Ministry of Communications.

Pursuant to the Communications Order, we were required to obtain the prior written consent of
the Ministers in order to acquire the controlling interest in Bezeq. Under the Communications
Order, no person may hold, directly or indirectly, “significant influence” over Bezeq or 5% or
more of any particular class of means of control in Bezeq, nor may any person, together with any
other person, appoint, elect or dismiss the general manager of Bezeq or cause the election,
appointment or dismissal of any director of Bezeq, without the prior written consent of the
Ministers. Subject to certain exceptions, prior written approval of the Ministers is also required
to increase the holdings or other rights in excess of those determined in the initial approval,
including by means of an agreement (including a voting agreement). Furthermore, under the
Communications Order, no person may transfer control, “significant influence” or means of
control in Bezeq to another, if, as a result of the transfer, the holdings of the transferee would
require approval pursuant to the Communications Law or Communications Order and the
transferee is not in possession of the requisite approval. For the foregoing purposes, “significant
influence” means the ability to significantly influence the activity of a corporation, whether alone
or together with or through others, directly or indirectly, other than as a result of holding “means
of control” in that corporation or in another corporation, and including ability derived from the
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corporation’s articles of association, a written, oral or other kind of agreement, or from any other
source. In this context, the right to appoint an office holder holding 25% of our means of control
is presumed to confer significant influence. “Means of control” means the right to vote at a
general meeting of the company, to appoint a director or general manager of the company, to
participate in the profits of the company or a share of the remaining assets of the company after
payment of its debts upon liquidation.

Israeli corporate law regulates mergers, requires tender offers for acquisitions of shares above
specified thresholds, requires special approvals for transactions involving directors, officers or
significant shareholders and regulates other matters that may be relevant to these types of
transactions. Furthermore, Israeli tax considerations may make potential transactions
unappealing to us or to some of our shareholders, including Israeli shareholders and shareholders
whose country of residence does not have a tax treaty with Israel exempting such shareholders
from Israeli tax. For example, Israeli tax law does not recognize tax-free share exchanges to the
same extent as U.S. tax law. With respect to mergers, Israeli tax law allows for tax deferral in
certain circumstances but makes the deferral contingent on the fulfillment of numerous
conditions, including a holding period of two years from the date of the transaction during which
sales and dispositions of shares of the participating companies are limited. Moreover, with
respect to certain listed share swap transactions, the tax deferral is limited in time, and when the
time expires, tax then becomes payable even if no actual disposition of the shares has occurred.
These provisions of Israeli law may delay, prevent or make difficult an acquisition of our
company, which could prevent a change of control and therefore depress the price of our shares.

3.4. RATIO OF EARNINGS TO FIXED CHARGES

Our ratio of earnings to fixed charges in accordance with IFRS for the periods presented, are as
follows:

Year Ended December 31, Nine
Months

2008 2009 010 011

\®]
e}
—_
\S]

ended
September
30,2013

Ratio of earnings 1.16 231 2.34 1.85 2.52 2.78
to fixed charges.

For the purpose of these computations, earnings have been calculated as the sum of (i) pretax
income from continuing operations and (ii) amortization of capitalized interest offset by interest
capitalized. Fixed charges consist of the sum of (i) interest expense and capitalized, amortization
of premiums, discounts and capitalized expenses related to indebtedness; and (ii) an estimate of
the interest within rental expense (calculated as 25% of rental expense).

3.5. CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our capitalization and indebtedness as of September 30, 2013 (in
millions), on an actual basis and as adjusted to give effect to the completion of the offering of the
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Debentures and application of the proceeds therefrom, as if it had occurred on September 30,
2013.

The information in this table should be read in conjunction with, and is qualified by reference to,
our consolidated financial statements and other financial information included in this Prospectus.

September 30, 2013
Actual  Adjustments  As Adjusted

(NIS in millions)

Third-party Debt":
Bezeq Group Debt

Bank debt ......c.ooooiiuiiieiieee s 4,644 - 4,644
EXisting debentures ..........ccccceeeiieiiiieiiieeiieeiiecieeeie e 5,194 - 5,194
Total Debt of the BEzeq GroUP ........coevevevieiereeeieeeeeeeeeee e 9,838 - 9,838

B Communications Group Debt
B Communications bank debt ............ccccoveiirrinirieinieereeeees 2,444 - 2,444
B Communications financial institution debt...............cceeeviiriiennnn, 549 - 549
B Communications existing publicly-traded debentures.................... 885 - 885
Total Debt of the B Communications Group...........cceceeveeeeievvenvennnnn. 3,878 - 3,878

Company's Debt

Internet Gold's existing publicly-traded debentures...........c.cceceeueneee 1,065 - 1,065
Notes offered hereby ........cccoeveriiiiiiinininccccee - 100 100
Total Debt of the Company 1,065 100 1,165
Total Third-party Debt (excluding other liabilities).............c..ccccevnie. 14,781 100 14,881
Total Shareholders” EQUILY ........ccooieieieieiiiececeeceeeee e (99) - (99)
Total Capitalization..............ccooevviiieeiieeceeeeeeeee e 14,682 100 14,782

(1) The amount reflected above is reduced by capitalized debt issuance costs of NIS 39 million.

3.6. SELECTED CONSOLIDATED FINANCIAL DATA

You should carefully read the following selected Consolidated Financial Data in conjunction
with “Item 5- Operating and Financial Review and Prospects” of our Annual Report on Form 20-
F for the year ended December 31, 2012 which contains our Consolidated Financial Statements
as of December 31, 2012 and related notes for the year then ended, and in conjunction with our
report on Form 6-K filed on January 24, 2014 which contains our unaudited condensed interim
consolidated financial statements for the nine month period ended September 30, 2012 and 2013.
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The tables below as at and for the five years ended December 31, 2012 sets forth selected
consolidated financial data, which is derived from our audited consolidated financial statements.
The audited consolidated financial statements at December 31, 2011 and 2012 and for the three
years ended December 31, 2012 appear in our annual report on Form 20-F for the year ended
December 31, 2012, and are incorporated herein by reference. The summary financial
information as of September 30, 2013 and for the nine months periods ended September 30,
2012 and 2013, which appear in our report on Form 6-K filed on January 24, 2014 and are
incorporated herein by reference, have been derived from our unaudited financial statements,
which include all adjustments consisting of normal recurring adjustments that we consider
necessary for a fair presentation of our financial position and results of operations for these
periods. Results for interim periods are not necessarily indicative of the results that may be
expected for the entire year.

Consolidated Statement of Income Data:

Nine Months Ended
Year Ended December 31, September 30,

2008 2009 2010 2011 2012* 2012 2013
(NIS in millions, except share and per share data)

Revenues .......c..coceeveeveceeinincncncncienee 1,167 1,243 8,732 11,376 10,278 7,829 7,154
Depreciation and amortization .............. 118 99 2,295 2984 2,367 1,767 1,514
Salaries .....coccverirenineneeeeecee 184 171 1,500 2,122 *1,980 1,530 1,439
General and operating expenses ............ 741 811 3,711 4,468 3,997 3,017 2,610
Other operating expenses (income), net (6) 2 3) 323 (1) 52 (30)
Operating iNnCome .........cceeeververeeerueneenne 130 160 1,229 1479 1,935 1,463 1,621
Finance eXpense .........ccoevvevervenreervennnnne 139 134 716 1,077  *997 799 722
Finance inCome .........cccooevvevevecncnncnne. 27) (132) (327) (497) (582) (474) (411)
Income after financing expenses

(INCOME), NEL .enenineneiieieeieeieieeieeene 18 158 840 899 1,520 1,138 1310
Share of losses in equity-accounted

INVESTEE woovveeereieeeierriereieeveie e neeenees - - 235 216 245 233 195
Income before income tax..................... 18 158 605 683 1,275 905 1,115
INCOME taX ..oevveeeiieiieieeiieee e 22 58 385 653  *556 404 427
Net income for the year...........cceu...... (4) 100 220 30 719 501 688
Income (loss) attributable to:
Owners of the company...........cccceeuenneee (18) 62 (209) (266) *(37) (37) 16
Non-controlling interests..........c...c........ 14 38 429 296  *756 538 672
Net income for the year.........c.ccccoeue.e.. 4) 100 220 30 719 501 688
Basic earnings (loss) per share. ............. (0.85) 3.39 (11.11) (13.56) (1.97) (1.93) 0.65
Diluted earnings (loss) per share............ (0.89) 3.39 (11.23) (13.60) (2.01) (1.96) 0.61

* Restated following retrospective application. See note 3 to the condensed consolidated interim financial statements
as of June 30, 2013.

Statements of Financial Position:
As of

As of December 31, September 30,
2008 2009 2010 2011 2012* 2013
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(NIS in millions)

Cash and cash equivalents ........... 86 1,350 404 1,447 764 1,111
Total assets .......cceeeeveeeeeereeeneenee. 1901 2,846 24,320 25,259 *22,806 22,001
Total current liabilities................. 424 1,009 4,305 4,787 * 4,899 4,286
Non-current liabilities.................. 885 1,144 12,304 16,231 *14,427 14,697

* Restated following retrospective application. See note 3 to the condensed consolidated interim financial statements
as of June 30, 2013

3.7  Exchange Rate Information

The following table sets forth, for the periods and dates indicated, certain information regarding
the Bank of Israel representative rate of exchange for dollars, expressed in NIS per one dollar.
The representative rate is the average between the buying rate and the selling rate of exchange.
We do not use such rates in the preparation of our consolidated financial statements included
elsewhere herein.

U.S.$ per NIS1.00

Period Period

Average®  High Low End?®
Year
2007 ettt et e e e e e bt e e ta e e ettt e e bt e e e nbaeataeeetraeeanraeeanaeeanaaennes 0.243 0.261 0.230 0.260
2008..... 0.279 0.310 0.249 0.263
2009..... 0.255 0.271 0.235 0.265
2010..... 0.268 0.282 0.257 0.282
2011 ..... 0.279 0.297 0.262 0.262
202 e e ettt e et e e e e e e e etae e eeta e e e tbaeeebaeeeteaeearaeeans 0.259 0.270 0.245 0.268
203 e e ettt ettt e e e e e e e tae e eetbaeeetbaeeebaeeeteeeeareeenes 0.277 0.284 0.274 0.289
Month
JULY 2003 ettt ettt 0.277 0.280 0.273 0.280
August 2013.....cooeeeennee. 0.279 0.283 0.273 0.277
September 2013 0.281 0.285 0.275 0.283
October 2013 .................. 0.283 0.284 0.280 0.284
November 2013 0.283 0.284 0.280 0.284
December 2013 0.285 0.288 0.283 0.288
JANUATY 2014 ...t 0.286 0.287 0.285 0.286

As of January 31, 2014, the representative rate of exchange was NIS 3.498 = $1.00 as published by the Bank of
Israel.

3.8. USE OF PROCEEDS

Financing of our operations and other general corporate purposes, including, but not limited to,
repayment or refinancing of indebtedness.

3.9. BUSINESS

Information incorporated by reference to our Annual Report on Form 20-F.
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3.10. MANAGEMENT

Set forth below are the name, age, principal position and a biographical description of each of
our directors and executive officers and Bezeq Group’s senior management:

Name Age  Position

Issuer’s Directors and Senior

Management

Shaul Elovitch ) 66 Chairman of the Board of Directors
Felix Cohen 60 Director

Yossef Elovitch 62 Director

Ronit Gottlieb @®) 60 External Director

Orly Guy @ 53 External Director
Amikam Shorer 46 Director

Anat Winner ®@® 54 Director

Doron Turgeman 45 Chief Executive Officer
Ehud Yahalom 35 Principal Financial Officer

Bezeq Group’s Executive

Management

Stella Handler 52 Chief Executive Officer of Bezeq

David Mizrahi 43 Chief Financial Officer of Bezeq

Gil Sharon 50 Chief Executive Officer of
Pelephone

Isaac Benbenisti 48 Chief Executive Officer of Bezeq
International

Ron Eilon 48 Chief Executive Officer of YES

(T) Director of B Communications
(2) Member of our Audit Committee
(3) Member of our Compensation Committee
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Mr. Shaul Elovitch and Mr. Yossef Elovitch are brothers. There are no other family relationships
among our directors or executive officers.

Issuer’s Directors

Shaul Elovitch has served as the chairman of our board of directors since our inception in 1992.
Mr. Elovitch is the controlling shareholder of Eurocom Communications and its affiliated
companies, one of Israel’s largest private communications groups. Mr. Elovitch has served as the
chairman of the board of directors and chief executive officer of Eurocom Holdings and
Eurocom Communications, our parent company, since 1985. Mr. Elovitch serves as the chairman
of the board of directors of Bezeq and as a director and chairman of various companies of the
Bezeq Group and the Eurocom Group. Mr. Elovitch also serves as a member of the board of
directors of Space Communications Ltd., Satcom Systems Ltd. and E.G.R.E. Ltd., Satlink Ltd.,
Eurocom Cellular Communications Ltd., Eurocom Digital Communications Ltd. and other
various companies within the Eurocom Group. Mr. Elovitch has served as chairman of the board
of directors of B Communications since 2000. Mr. Elovitch is the brother of Mr. Yossef
Elovitch. Mr. Elovitch is the father of Mr. Or Elovitch, a director.

Felix Cohen was elected to serve as a director by our Board of Directors in February 2010. Mr.
Cohen has served as the Chief Financial Officer of the Eurocom Group since 1988, and also
serves as a director and/or officer of various other companies within the Eurocom Group,
including, Enlight Renewable Energy Ltd., Space-Communications Ltd. and D.M. Engineering
(3000) Ltd. Mr. Cohen also serves as a director of Bezeq and other companies within the Bezeq

group.

Yossef Elovitch has served as a director since 1993. Mr. Elovitch has served as director of
Eurocom Communications since 1985. Mr. Elovitch serves as a director of various other
companies in the Eurocom group. Mr. Elovitch is the brother of Mr. Shaul Elovitch.

Ronit Gottlieb has served as an external director since July 2005 and is a member of our audit
committee. Mrs. Gottlieb serves as a managing partner of R. Gottlieb and Co., a Tel Aviv office
in commercial law, corporate law and real estate law. From 1984 to 1999, Mrs. Gottlieb was
employed as an attorney at B.A. Gottlieb-Law Offices. Since 2008, Mrs. Gottlieb has served as
an external director of Techno Ralco Ltd. and also as a member of their audit committee. Ms.
Gottlieb holds an LL.B degree from Tel Aviv University and is a member of the Israeli Bar
Association.

Orly Guy has served as an external director since July 2005 and is a member of our audit
committee. Ms. Guy has served as a managing partner of Guy Bachar and Co, a Tel Aviv law
firm specializing in civil-commercial law including litigation, capital market law and real estate
law, since 1994. Since 2000, Ms. Guy has served as a director of a pharmaceutics company,
Intec Pharma Ltd. Ms. Guy also served as an external director in the following companies:
Complex H. Alony Ltd., Mutual Insurance Fund of State Employees and in the Study Fund for
Workers on Standard Scale. Ms. Guy holds an LL.B. degree from Tel Aviv University and is a
member of the Israel Bar Association.
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Amikam Shorer was elected to serve as a director by our Board of Directors in February 2010.
Mr. Shorer has served as the vice chairman of Eurocom Communications since August 2011.
Prior to that and from 2005, Mr. Shorer has served as the Executive Vice President of the
Eurocom Group. Mr. Shorer also serves as a director and/or officer of various other companies
within the Eurocom Group, including, Satcom Systems Ltd. (as chairman of the board of
directors), Gaya Com Ltd., Gilat Satcom Ltd., [P Planet Network Ltd. (as well as other
companies within the Satcom group), Space Communication Ltd., Eurocom Capital
Underwriting Ltd., Eurocom Capital finance Ltd. Bezeq The Israel Telecommunication Corp,
Ltd., Bezeq On Line Ltd., Bezeq Zahav (Holdings) Ltd., Bezeq International Ltd., Enlight
Renewable Energy Ltd. and E.G.R.E Ltd. (as chairman of the board of directors) and other
companies within the Bezeq Group. Mr. Shorer has also served as the chief executive officer of
Sahar Investments Ltd. (today “Enlight”), also a member of the Eurocom Group since 2008 until
2010. Mr. Shorer holds an LL.B degree from Bar-Ilan University.

Anat Winner has served as a director of our company since August 2001 and is a member of our
audit committee. She served as a director of B Communications since October 2007 until August
2013. Ms. Winner has been self employed as a business advisor since July 2003 and served as a
director of Magal Security Systems Ltd., publicly traded on the NASDAQ Global Market and
TASE from 2003 to 2010. From October 2001 to July 2003, Ms. Winner served as chief
executive officer and chief financial officer of Israel News Ltd. From 1999 to October 2001, Ms.
Winner served as chief financial officer of DBS. Ms. Winner holds a B.A. degree in Accounting

and Economics from Haifa University and has been a certified public accountant (Israel) since
1986.

Issuer’s Senior Management

Doron Turgeman has served as our chief executive officer since October 2011 and previously
had served as our deputy chief executive officer since October 2004 and as our chief financial
officer since May 2001.Mr. Turgeman also serves as the chief executive officer of B
Communications and as the chief financial officer of Eurocom Communications Ltd. Previously,
Mr. Turgeman served as B Communications’ chief financial officer and vice president of finance
from February 2010 until October 2011 and served as a member of its board of directors from
January 2008 to February 2010. During the last five years, Mr. Turgeman also served as an
executive officer of several of our media and Internet companies, which have been sold. Mr.
Turgeman holds a B.A. degree in Economics and Accounting from the Hebrew University of
Jerusalem and is a certified public accountant in Israel.

Ehud Yahalom has served as our principal financial officer since October 2, 2011. Mr. Yahalom
joined our company in May 2011 as a controller. Previously and from 2007, Mr. Yahalom served
in Cellcom Israel Ltd.’s accounting department. Mr. Yahalom holds a B.A. degree in economics
and accounting from the Haifa University, an M.B.A. degree from the College of Management
Academic Studies in Rishon LeZion and is a Certified Public Accountant in Israel.

Bezeq Group’s Executive Management

Stella Handler was appointed as the new chief executive officer of Bezeq on April 14, 2013.
Ms. Handler has held several senior positions in Israel's communications sector, among them as
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chairperson of HOT from May 2011 until January 2013 and chief executive officer of our
company (then known as 012 Golden Lines) from 2003 until January 2010. Ms. Handler holds
B.A. and M.A. degrees in Economics as well as an M.B.A. from the Hebrew University of
Jerusalem.

David Mizrahi has served as Bezeq’s deputy chief executive officer and chief financial officer
since January 2013. Previously, from 2007 until December 2012, Mr. Mizrahi served as Vice
President, Economics and Budgets of Bezeq. Mr. Mizrahi holds a B.A. in Economics from the
Hebrew University of Jerusalem.

Gil Sharon has served as the chief executive officer of Pelephone since October 2005. From
2002 to 2005, Mr. Sharon was deputy chief executive officer and chief marketing officer of
Pelephone. Prior to that, from 1998 to 2001 he served as the deputy chief executive officer of
Barak. Mr. Sharon holds a B.A. in Economics and Business Administration from the Hebrew
University of Jerusalem and an M.B.A. from Tel-Aviv University.

Isaac Benbenisti has served as the chief executive officer of Bezeq International since
November 2007. He served as the deputy chief executive officer of Bezeq International from
May 2007 to November 2007. Prior to that, from 2003 to 2006, he served as the director and
general manager of the Personal System Group & Business Partners Division at Hewlett-Packard
Israel. Mr. Benbenisti holds a B.A. in Economics and an M.B.A. from the Hebrew University of
Jerusalem. On February 10, 2014, Mr. Benbenisti gave notice that he will be resigning from his
position as chief executive officer of Bezeq International effective as of August 11, 2014.

Ron Eilon has served as the chief executive officer of YES since August 2006. Mr. Eilon served
as chief financial officer of Bezeq from 2003 to 2005, and as deputy chief executive officer of
Bezeq from 2005 to 2006. From 1999 until 2002, he was the chief financial officer of Mirs. Mr.
Eilon holds a B.A. in Economics and an M.B.A. from the Hebrew University of Jerusalem.

3.11. PRINCIPAL SHAREHOLDERS

The following table sets forth information regarding the beneficial ownership of our ordinary
shares by each person known by us, to the best of our knowledge, to be the beneficial owner of
more than 5% of our ordinary shares and by each of our executive directors and executive
officers. Each of our shareholders has identical voting rights with respect to each of its shares.
Unless otherwise noted in the table below, the information is as of December 31, 2013.

Number of

Ordinary

Shares Percentage of

Beneficially Ownership
Name Owned (1) (2)

Eurocom Communications (3) 15,164,929 78.97%
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(1) Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission
and generally includes voting or investment power with respect to securities. Ordinary shares relating to options
currently exercisable or exercisable within 60 days of the date of this table, are deemed outstanding for
computing the percentage of the person holding such securities but are not deemed outstanding for computing
the percentage of any other person. Except as indicated by footnote, and subject to community property laws
where applicable, the persons named in the table above have sole voting and investment power with respect to
all shares shown as beneficially owned by them.

(2) The percentages shown are based on 19,203,186 ordinary shares issued and outstanding (which exclude
5,862,615 ordinary shares held as treasury shares) as of December 31, 2013.

(3) Mr. Shaul Elovitch, Mr. Yossef Elovitch, Eurocom Communications, Eurocom Holdings, Eurocom
Communication Holdings 2005 Ltd., Eurocom Technologies Management (2005) Ltd., Eurocom Assets Ltd.
and Eurocom Assets Holdings Ltd. are the beneficial owners of 15,164,929 ordinary shares of the Issuer that are
held directly by Eurocom Communications. Mr. Shaul Elovitch and his brother, Mr. Yossef Elovitch, own 80%
and 20%, respectively, of Eurocom Holdings. (Mr. Shaul Elovitch and Mr. Yossef Elovitch own 75% and 25%,
respectively, of Eurocom Holdings” management shares). Eurocom Communications is 50.33% owned by
Eurocom Holdings and 49% of its shares are held by four holding companies (Eurocom Communication
Holdings 2005 Ltd., Eurocom Technologies Management (2005) Ltd., Eurocom Assets Ltd. and Eurocom
Assets Holdings Ltd.). The four holding companies are 80% owned by Mr. Shaul Elovitch and 20% owned by
Mr. Yossef Elovitch, respectively. Therefore Eurocom Holdings, Eurocom Communication Holdings 2005 Ltd.,
Eurocom Technologies Management (2005) Ltd., Eurocom Assets Ltd. and Eurocom Assets Holdings Ltd.,
together, hold 99.33% of Eurocom Communications. The remaining 0.67% interest in Eurocom
Communications is directly owned by Mr. Shaul Elovitch. Accordingly, Mr. Shaul Elovitch may be deemed to
have the sole voting and dispositive power as to the ordinary shares of the Issuer held of record by Eurocom
Communications. Mr. Shaul Elovitch may also be deemed to be the beneficial holder of 26,893 of our ordinary
shares held of record by his wife, Mrs. Iris Elovitch. In addition, 10,650 of our shares are held by other family
members of Mr. Shaul Elovitch. Mr. Doron Turgeman holds 1800 shares of our shares.

Significant Changes in the Ownership of Major Shareholders
Not Applicable.
Record Holders

Based on a review of the information provided to us by our transfer agent, as of February 20,
2014, there were 22 holders of record of our ordinary shares, of which 19 record holders holding
approximately 34% of our ordinary shares had registered addresses in the United States. These
numbers are not representative of the number of beneficial holders of our shares nor are they
representative of where such beneficial holders reside since many of these ordinary shares were
held of record by brokers or other nominees (including one U.S. nominee company, CEDE &
Co., which held approximately 33.9% of our outstanding ordinary shares as of such date). We
believe that we have in excess of 1,000 beneficial holders at such date.

Related Party Transactions

We receive and provide various services and products to and from related parties at market rates
and in the ordinary course of business. Other than the transactions described below, none of our
related party transactions are material to us or to our related parties. If a related party wishes to
supply products or services to us, we generally obtain a bid from a third party to enable us to
determine whether the related party’s bid is on arm’s-length terms. Any of such transaction is
subject to the approval of our Audit Committee and our board of directors (and our shareholders,
if requires). In addition, generally we will not purchase a particular type of product or service
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solely from related parties, but will also have non-related vendors. Prices offered by non-related
vendors are compared to those offered by related parties to ensure that the related parties are
offering arm’s length terms.

In the ordinary course of business, some of our subsidiaries and affiliates engage in business
activities with each other. Such business activities are primarily among Bezeq, Bezeq
subsidiaries and other Eurocom Group companies, such as Eurocom Digital Communications,
Eurocom Cellular Communications, Space-Communications (Spacecom), Gilat Satcom, Satlink
Communications, and to a lesser extent other affiliated companies. Such business activities
primarily relate to the provision, purchase or sale of communications and digital services and
products, including, the provision of related satellite or broadcasting services, cellular and
electronic products and equipment, and Internet and telephony services. The transactions among
these related parties are made at prices and on terms equivalent to those charged in transactions
with unrelated parties under similar conditions.

Relationship with Eurocom Communications and its affiliates

Messrs. Shaul Elovitch, chairman of our board of directors, and his brother Yossef Elovitch, a
director of our company, also serve as directors of Eurocom Communications and various of its
affiliates, together indirectly hold a majority of the outstanding shares of Eurocom
Communications. During the past three years, we have entered into transactions with Eurocom
Communications and several of their affiliates, referred to as the Eurocom group. We believe
that the transactions with Eurocom Communications and its affiliates described below could
have been entered into on comparable terms with unrelated parties and on an arm’s length basis.
Set forth below are summary descriptions of certain agreements, relationships and transactions
between us and members of the Eurocom group.

Certain Related Party Transactions

We and B Communications lease our principal offices from Eurocom Communications for an
annual rent of NIS 32,500 for each company. In addition, Eurocom Real Estate provides us and
B Communications with parking spaces for NIS 13,000 a year for each company. Eurocom
Digital Communications provides us and B Communications with additional services, such as
computing services and car maintenance for an annual sum of NIS 32,000 for each company.

In addition, we receive and render various services and products to and from related parties at
market rates and in the ordinary course of business. None of these transactions are material to us
or to our related parties. If a related party wishes to supply products or services to us, we
generally obtain a bid from a third party to enable us to determine whether the related party’s bid
is on arm’s-length terms. Any of such transaction is subject to the approval of our Audit
Committee and our board of directors (and our shareholders, if requires).In addition, generally
we will not purchase a particular type of product or service solely from related parties, but will
also have non-related vendors. Prices offered by non-related vendors are compared to those
offered by related parties to ensure that the related parties are offering arm’s length terms.
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Registration Rights Agreement with Eurocom Communications

In July 1999, we entered into a registration rights agreement with Euronet Communications
(which was subsequently assigned to Eurocom Communications) and our other than existing
shareholders granting them the right to register their ordinary shares under the Securities Act of
1933, as amended. The registration rights include unlimited rights to request that their shares be
included in any underwritten public offering of our ordinary shares (excluding any registration of
employees’ shares on Form S-8 or a similar form). The holders of a majority of such shares are
entitled to demand, up to three times in aggregate, that we register their shares and are also
entitled to request that we effect a registration of their shares on a shelf registration statement
once in any 12-month period, up to three times in the aggregate. All expenses incurred in
connection with such registrations, other than underwriters’ and brokers’ discounts and
commissions, will be payable by us.

Execution Services Agreement with Eurocom Capital Finance Ltd.

In November 2007, we entered into an execution services agreement with Eurocom Capital
Finance Ltd., or Eurocom Capital, which is controlled by Mr. Shaul Elovitch, our controlling
shareholder and the chairman of our Board of Directors, under which Eurocom Capital provides
us with various financial services. Under the agreement, Eurocom Capital handles the execution
of investments in our capital, pursuant to direct instructions from our chief executive officer. In
consideration for these services, we agreed to pay Eurocom Capital fees which are customary for
such agreements and on market terms. Eurocom Capital has agreed to act to preserve our
financial resources according to a policy that will be set by our management and approved by the
board of directors. We paid Eurocom Capital NIS 452,000, NIS 707,000 and NIS 403,000
($107,000) for the years ended December 31, 2010, 2011 and 2012, respectively.

Agreements with B Communications
Registration Rights Agreement with B Communications

We and B Communications have entered into a registration rights agreement under which B
Communications has granted us the right to register the ordinary shares of B Communications
that we hold under the U.S. Securities Act of 1933, as amended. Under the registration rights
agreement, we have “demand” registration rights that allow us, at any time after one year
following the initial public offering in the United States of B Communications, to request to
register under the Securities Act of 1933, some or all of the ordinary shares of B
Communications that we own. We are entitled to an aggregate of five demand registrations. B
Communications is not required to effect any demand registration unless such demand
registration is for a number of ordinary shares with a market value that is equal to at least $7.5
million. B Communications is also not required to effect more than one demand registration
during the first 12 months following its initial public offering in the United States or more than
one demand registration during any 12-month period thereafter. B Communications is not
obligated to grant a request for a demand registration within 90 days of any other demand
registration. We also have “piggyback” registration rights that allow us to include the ordinary
shares of B Communications that we own in any public offering of equity securities initiated by
B Communications (other than public offerings pursuant to registration statements on Forms F-4,
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S-8 or any other successor forms). The “piggyback” registration rights are subject to proportional
cutbacks based on the manner of the offering and the identity of the party initiating such
offering. B Communications has also granted us the right to request a shelf registration on Form
F-3, provided that it shall be eligible to utilize a registration statement on such form, providing
for an offering to be made on a continuous basis, but for no longer than one year without the
consent of the audit committee of B Communications.

Under the registration rights agreement, B Communications has agreed to indemnify us against
any losses or damages resulting from any untrue statement or omission of material fact in any
registration statement or prospectus pursuant to which we sell ordinary shares, unless such
liability arose in reliance upon and in strict conformity with information that we furnished in
writing. B Communications will pay all expenses incident to any demand registration, and we
will pay our respective portions of all underwriting discounts, commissions and fees attributable
to the sale of our ordinary shares it owns under the registration rights agreement.

Chief Executive Officer Employment Agreement

We have entered into an arrangement with Eurocom Communications, and B Communications
according to which Mr. Turgeman provides management services to us, B Communications and
Eurocom Communications. In consideration for such services, each of Eurocom
Communications, B Communications and us will bear 33% of Mr. Turgeman’s services costs.

We have entered into an arrangement with B Communications with respect Mr. Eli Holtzman,
our former chief executive officer, according to which we shared his employment costs with B
Communications. In connection with Mr. Holtzman’s retirement from his positions in both
companies, we entered into an additional arrangement with B Communications, according to
which we paid Mr. Holtzman a one-time retirement award of $800,000 and a monthly payment
and other benefits for a 15 month period commencing October 2011. B Communications paid
Mr. Holtzman one half of one monthly payment.

Bezeq Group Interested Party Guidelines

In March 2011, Bezeq’s board of directors adopted guidelines and regulations to classify a
transaction by Bezeq, its subsidiary or associate with an interested party as an “insignificant
transaction,” which is not an “extraordinary transaction,” as set out in the Israeli Securities
Regulations. These guidelines and regulations are used to examine the scope of disclosure in
periodic reports, prospectuses (including shelf offering reports) and immediate reports regarding
a transaction of Bezeq, a company under its control and a subsidiary or associate with a
controlling shareholder or in which the controlling shareholder has a personal interest. From time
to time, Bezeq and its subsidiaries or associates enter into “insignificant transactions,” which are
not extraordinary transactions, with an interested party in Bezeq or with related parties, including
transactions for the sale or purchase of products and services, such as communication products
and services, including fixed-line and cellular telephony handsets, software development
products and services, maintenance services, voice-mail service agreements, rental transactions
of real estate properties and advertising services.
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In the absence of special, qualitative considerations under the specific circumstances, a
transaction that is in Bezeq’s regular course of business, is carried out in accordance with market
conditions and has no material effect on the Bezeq Group, is deemed “insignificant” if all the
following parameters exist:

e The amount of the transaction does not exceed NIS 10 million;

e Bezeq is not required to issue an immediate report for the transaction under
applicable law; and

e The transaction does not involve employment terms (within the meaning of the Israeli
Companies Law) of an interested party or any relative thereof.

According to the provisions of the Israeli Companies Law, Bezeq’s audit committee will once a
year, prior to publication of its annual report, review the parameters set out above and the need to
update them. Bezeq’s board of directors may, from time to time and at its discretion, amend the
parameters for an “insignificant transaction.” In general, each transaction is tested separately for
“insignificance.” Nevertheless, separate transactions that are part of the same continuing
transaction or very similar transactions that are carried out routinely and repeatedly, will be
tested as one transaction on an annual basis for “insignificance,” provided the scope of the
transaction does not exceed NIS 10 million. In 2010, 2011 and 2012, the Bezeq Group entered
into “insignificant transactions” with interested parties of Bezeq Group or entities in which its
controlling shareholder has a personal interest.

In accordance with a recent amendment to the Israeli Companies Law, Bezeq’s audit committee
has determined that transactions of Bezeq or its subsidiaries (including YES) with Bezeq’s
controlling shareholders or in which Bezeq’s controlling shareholders have a personal interest,
must be approved following a competitive process, which includes approaching three
competitors that provide a similar service or product (subject to certain exceptions). The audit
committee has determined standards for conducting such competitive process. The audit
committee determined certain types of transactions for which a different approval procedure
applies.

Bezeq Group Transactions Deemed to be Significant
Agreements to Purchase Satellite Terminal Equipment

In July 2010, the shareholders of Bezeq (following approval by its audit committee and board of
directors) approved Bezeq’s vote at the general meeting of YES in favor of the agreement among
YES, Advanced Digital Broadcast S.A. (“ADB”) and Eurocom Digital for the purchase of
47,500 yesMaxHD set-top boxes at a cost of $9,796,400 and to obtain U.S. dollar supplier’s
credit for a further period of 60 days from Eurocom Digital with respect to the purchase of the
set-top boxes.

In April 2011, the shareholders of Bezeq (following approval of its audit committee and board of
directors) approved Bezeq’s vote at the general meeting of YES in favor of YES’s engagement
with ADB and Eurocom in the following transactions: (a) the acquisition of yesMaxHD set-top
boxes, based on the existing framework agreement, and the upgrade (partial or full, at the
discretion of YES) of the hard-drives of the set-top boxes, at a total cost of $10.3 million; (b) the
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receipt of dollar credit from Eurocom Digital for an additional 60 days for the purchase of the
set-top boxes (for which YES will pay interest at a rate of 1% or 6% in nominal annual terms).
The average amount of the credit is estimated as NIS 11 million and payment of the annual
interest is estimated as NIS 578,000; (c) the purchase of power supply packs for yesMaxHD set-
top boxes from Eurocom and ADB, for the period through May 31, 2012, at a total cost of
$131,000.

In August 2011, the shareholders of Bezeq (following approval of its audit committee and board
of directors) approved Bezeq’s vote at the general meeting of YES in favor of YES placing a
supplemental order for yesMaxHD set-top boxes from Eurocom Digital and ADB, based on the
existing framework agreement, and to upgrade (at the discretion of YES) the hard drives of the
set-top boxes at an overall cost of $20.7 million. Bezeq’s shareholders also approved Bezeq
voting in favor of YES’s receipt of supplier’s credit from Eurocom Digital for an additional
period of 60 days for the purchase of the set-top boxes (for which YES will pay interest at a rate
of 1% or 6% in nominal annual terms). The scope of the credit is estimated at an average of NIS
12 million and payment of the annual interest is estimated as NIS 724,000.

In March 2012, Bezeq’s board of directors also approved an order of power supply packs for
yesMaxHD from Eurocom Digital and ADB, for a period until December 31, 2012, at a total cost
of $130,000. In March 2012, the shareholders of Bezeq approved Bezeq’s vote at the general
meeting of YES in favor of the amendment to YES’s engagement with Eurocom Digital and
ADB, approving the purchase of approximately 50% of the original quantity approved. The
maximum overall increase of cost to the original engagement (due to the increase in hard drive
prices) will be up to $1,953,000.

In April 2012, Bezeq’s shareholders approved Bezeq’s vote at the general meeting of YES, in
favor of YES engaging with Eurocom Digital and ADB in the following transactions: (1) the
acquisition of power supply packs for yesMaxHD set-top boxes from Eurocom and ADB, for the
period through December 31, 2012 at an overall cost of up to $131,000; (2) the acquisition of
yesMaxTotal set-top boxes from Eurocom Digital and ADB, under the existing framework
agreement, at a total price of $9.8 million, for the period through to December 31, 2014; and (3)
to obtain supplier credit in dollars for an additional period of 60 days from Eurocom, with regard
to the foregoing acquisition of set-top boxes. In October 2013 and November 2013, Bezeq’s
audit committee and board of directors approved, respectively, an extension of the transaction for
the acquisition of yesMaxTotal set-top boxes from FEurocom Digital and ADB until
December 31, 2016.

In July 2012, Bezeq’s shareholders approved Bezeq’s vote at the general meeting of YES, in
favor of YES engaging with Eurocom Digital and ADB in the following transactions: (1) an
amendment to YES’s agreement with Eurocom Digital and ADB, with regard to some of the set-
top boxes (approximately 42% of the original quantity approved), the maximum overall increase
in cost for the original engagement (due to the rise in hard drive prices) will be up to $1,336,940
and with regard to 16% of the original quantity approved, to approve extending the delivery date
until September 30, 2013; and (2) the acquisition by YES of YesMaxTotal set-top boxes from
Eurocom Digital and ADB, under the existing framework agreement, at a total price of $20.7
million, for the period through to March 31, 2014. Furthermore, should the global hard disk
market require a further price increase, an additional cost was approved for the foregoing
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acquisition of up to $3.245 million; and (3) to obtain supplier credit in dollars for an additional
period of 60 days to the period set in the framework agreement, from Eurocom, with regard to
the foregoing acquisition of set-top boxes.

In 2012, YES acquired yesMaxHD set-top boxes from Eurocom Digital and from ADB, based on
the framework agreement, and upgraded hard-drives for the set-top boxes at a total cost of $10.3
million. In 2011, YES acquired yesMaxHD set-top boxes from Eurocom Digital and from ADB,
based on the existing framework, at an overall cost of $30.5 million.

In January 2013, Bezeq’s shareholders approved Bezeq’s vote in the general meeting of YES in
favor of YES’s engagement with Eurocom Digital and ADB, which was approved by the
shareholders general meeting on April 24, 2012, which relates to YES’s acquisition of power
supply packs for yesMaxHD set-top boxes from Eurocom and ADB at a cost of up to $131,000
and for a period up to December 31, 2012, and the amendment to the foregoing engagement for
the delivery of power supply packs at a cost of up to $78,600.

Debt Arrangements between Bezeq and Bezeq International and YES

In September 2012, Bezeq’s shareholders approved Bezeq’s vote at the general shareholders
meeting of YES in favor of the engagement between Bezeq and Bezeq International with YES in
the following transactions:

e Debt arrangement between Bezeq and YES. Bezeq engaged in a new debt
arrangement agreement according to which all the payments under earlier debt
arrangements, which were due to be paid as of August 1, 2012 through to June 10,
2013, will be postponed, each for a period of 18 months from their expected
repayment date, and during this period each installment will bear interest of prime +
4%, with the addition of VAT as required by law (in addition to interest under prior
debt agreements). The total principal of these deferred payments amounts to NIS
26,663,027.

e Debt arrangement between Bezeq International and YES. An agreement with regard
to a new debt arrangement according to which the payments under earlier debt
arrangements, which were due as of August 1, 2012 through December 31, 2013, will
be deferred for a period of 18 months from the expected repayment date, and during
this period, each installment will bear interest of prime + 4%, with the addition of
VAT as required by law. The total principal of these deferred payments amounts to
NIS 5,928,750 (in addition to interest under prior debt agreements).

Agreement (Extension and Amendment) to acquire Nokia and ZTE products

In October 2012, Bezeq’s shareholders approved Bezeq’s vote at the general meeting of
Pelephone in favor of amending Pelephone’s engagement with Eurocom Cellular, which was
previously approved by the shareholders in June 2010. The agreement relates to Eurocom
Cellular’s sale and supply of Nokia products to Pelephone. Under the amendment, this
engagement will be expanded to also include products manufactured by the Chinese electronics
company, ZTE, whose cellular terminal equipment is marketed in Israel through its official
representative, Eurocom Communications. The period of the engagement will be extended by
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three years from the date of the termination of the existing agreement period (i.e., until
December 31, 2015). The annual volume of purchases under the engagement may not exceed the
NIS 300 million (before VAT) per calendar year.

Agreement for Acquisition of Satellite Broadcast Space Segments

YES has entered into a series of agreements with Spacecom, a company controlled by Eurocom
Holdings and Eurocom Communications, for the use of space segments of the Amos 2 and Amos
3 satellites owned by Spacecom. YES paid Spacecom NIS 108 million and NIS 100 million in
lease fees in 2012 and 2011, respectively. In May 2013, YES approved an amendment to the
agreement with Spacecom, extending the leases for space segments on the Amos 2, Amos 3 and
Amos 6 satellites or another satellite to be agreed between the parties, until the end of 2028, for
an aggregate consideration of $227.0 million for the entire period.

Amendment of Letters of Indemnification for Directors and Officers who are Controlling
Shareholders or their Relatives

In October 2011, Bezeq’s shareholders approved (subsequent to approval by Bezeq’s audit
committee and board of directors) amendments to the indemnification letter granted to current
office holders who are not controlling shareholders of Bezeq and their relatives and to the
indemnification letter granted to current directors and office holders who are controlling
shareholders of Bezeq or their relatives, following amendments to the Israeli Securities Law
relating to administrative enforcement proceedings. Under the amended indemnification letters,
Bezeq has agreed to indemnify the officer holders for payments made by the officer or director to
injured parties for certain infringements of the Israeli Securities Law or for expenses incurred by
the officer or director in connection with certain administrative proceedings under the Israeli
Securities Law, including reasonable litigation expenses and legal fees.

In December 2011, our shareholders approved (subsequent to approval by our audit committee
and our board of directors) a similar amendment to the letters of indemnification of our officers
and directors.

Framework Transaction for Directors’ and Officers’ Liability Insurance Policy

In April 2011, Bezeq’s shareholders approved (subsequent to approval by Bezeq’s audit
committee and board of directors) a framework transaction for a period of three years from April
14, 2011 through to April 13, 2014, for Bezeq’s engagement, during the normal course of
business, in future insurance policies to cover the liability of directors and officers, as may be
elected or appointed from time to time, including directors and officers who are or who are likely
to be considered controlling shareholders in Bezeq, and all by way of a framework transaction as
defined in the Israeli Companies Regulations (Reliefs in Transactions with an Interested Party),
2000. Bezeq will acquire a policy with a liability limit of $100 million per claim and in total for
each insurance year, and up to $20 million per claim and in total for the insurance period for
legal expenses in Israel only. The cumulative liability limit for Bezeq’s subsidiaries is half of the
above liability limit. The annual premium that Bezeq may pay will not exceed $185,000 with the
addition of up to 20% of this amount. Bezeq will be permitted to acquire insurance with liability
limit exceeding $100 million provided that the annual premium that it will pay will not exceed
$185,000 with the addition of up to 20% of this amount. Any purchase of a new insurance policy
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in the future must be approved by Bezeq’s audit committee and board of directors, which will
determine whether it complies with the terms of the framework transaction.

Directors’ and Officers’ Liability Insurance Policy

In March 2013, Bezeq’s board of directors, subsequent to the approval of its audit committee and
compensation committee and after determining that it complies with the terms of the foregoing
framework transaction, approved Bezeq engaging in a directors and officers liability insurance
policy for one year from April 14, 2013 through April 13, 2014. Bezeq is authorized to pay an
annual premium of up to $210,000. The liability limit is $100 million per claim and in total for
each insurance year, and $20 million per claim and in total for the insurance period for legal
expenses in Israel only. The agreement was approved, including with regard to directors who are
controlling shareholders or their relatives, in accordance with the applicable requirements under
the Israeli Companies Law.

Issuance of Debt by YES

Historically, Bezeq’s board of directors (subsequent to approval by its audit committee) has
approved Bezeq’s vote at the general meeting of shareholders of YES with respect to the
issuance of debt by YES.

Management and Consultation Services

In June 2013, the shareholders of Bezeq approved (following the approval by its audit committee
and board of directors) an amended management and consultation services agreement, under
which Eurocom Communications will provide Bezeq with ongoing management and
consultation services. In addition, Mr. Shaul Elovitch will provide active chairman services to
Bezeq and its subsidiaries for an annual fee of NIS 5.524 million over a three-year term
commencing on June 1, 2013 and ending on May 31, 2016. The agreement is subject to
termination by either party upon three months’ prior notice. The annual compensation amount
includes payment for general directors’ fees with respect to the directors’ services on behalf of
Eurocom Communications provided to the boards of directors of Bezeq and its subsidiaries. The
primary consultation services provided on behalf of Eurocom Communications relate to Bezeq’s
operations, including strategy, business development, finance, regulation and real estate, and
such other consultation services that Bezeq requires as a communications company and as a
group of companies, and ongoing management services.

3.12. LEGAL MATTERS

Certain legal matters with respect to this offering are being passed upon for us by Adv. Ami
Barlev, our Israeli counsel. Certain legal matters in connection with this offering relating to
United States law will be passed upon for us by Carter Ledyard & Milburn LLP, New York,
New York.

3.13. EXPERTS

The consolidated financial statements of Internet Gold- Golden Lines Ltd. as of and for the years
ended December 31, 2010, 2011 and 2012, have been audited by Somekh Chaikin (KPMG
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Israel), an independent registered public accounting firm and have been incorporated in reliance
on the reports of such firm, given upon its authority as an expert in accounting and auditing.

3.14. INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

We are allowed to incorporate by reference the information we file with the U.S. Securities and
Exchange Commission and the Israel Securities Authority, which means that we can disclose
important information to you by referring to those documents. Information incorporated by
reference is part of this Prospectus. We incorporate by reference in this Prospectus the
documents listed below, and any future annual reports on Form 20-F or reports on Form 6-K (to
the extent that such Form 6-K indicates that it is intended to be incorporated by reference in our
registration statements) filed with the SEC prior to the termination of the offering. Information
that we file in the future with the SEC that is incorporated by reference herein automatically
updates and supersedes any information in this Prospectus. The following documents, filed with
the U.S. Securities and Exchange Commission by us, are incorporated by reference hereto:

e Annual report on Form 20-F (File No. 000-30198) for the year ended December 31,
2012, filed on April 24, 2013;

e Reports on Form 6-K (File No. 000-30198), filed on the following dates: April 24,
2013; April 25, 2013; April 26, 2013; two reports on May 6, 2013; May 9, 2013; two
reports on May 13, 2013; May 20, 2013; May 22, 2013; two reports on May 23, 2013;
May 31, 2013; June 10, 2013; June 12, 2013; June 13, 2013; June 27, 2013; June 28,
2013; July 3, 2013; July 8, 2013; July 22, 2013; July 29, 2013; two reports on August
5, 2013; two reports on August 7, 2013; August 12, 2013; August 13, 2013; August
27, 2013 and two reports on September 30, 2013; two reports on September 30, 2013;
October 7, 2013; October 21, 2013; October 28, 2013; October 31, 2013; November
4, 2013; two reports on November 6, 2013; four reports on November 7, 2013;
November 12, 2013; two reports on November 18, 2013; November 20, 2013;
November 29, 2013; December 4, 2013; December 5, 2013; December 10, 2013;
December 17, 2013; and December 23; January 16, 2014; January 23, 2014; January
24, 2014; two reports on February 3, 2014; February 4, 2014; February 10, 2014,
February 19, 2014 and February 20, 2014.

e Any report on Form 6-K, or parts thereof, filed or furnished after the date of this
Prospectus, which states that it, or any part thereof, is being incorporated by reference
in our registration statements; and

e The description of our ordinary shares which is contained on Form 20-F for the year
ended December 31, 2012, filed on April 24, 2013.

As you read the above documents, you may find inconsistencies in information from one
document to another. If you find inconsistencies between the documents and this Prospectus, you
should rely on the statements made in the most recent document. All information appearing in
this Prospectus is qualified in its entirety by the information and financial statements, including
the notes thereto, contained in the documents incorporated by reference herein.
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You may obtain a copy of any or all of these filings at no cost, by writing or telephoning us at the
following address:

Internet Gold- Golden Lines Ltd.
2 Dov Friedman Street,
Ramat Gan 5250301, Israel
+972-3-9240000 (phone),
+972-3-9399832 (fax)
Attention: Investor Relations

You should rely only on the information contained or incorporated by reference in this
Prospectus or any supplement thereof. We have not authorized any other person to provide you
with different information. If anyone provides you with different or inconsistent information, you
should not rely on it. We are not, and any arranger or agent is not, making an offer to sell these
securities in any jurisdiction where the offer or sale is not permitted. You should assume that the
information appearing in this Prospectus is accurate only as of the date on the front cover of this
Prospectus, or such earlier date that is indicated in this Prospectus. Our business, financial
condition, results of operations and prospects may have changed since that date.

3.15 Where You Can Find More Information

We are subject to certain of the reporting requirements of the Securities and Exchange Act of
1934, as amended (* the “Exchange Act”), as applicable to “foreign private issuers” as defined in
Rule 3b-4 under the Exchange Act. As a foreign private issuer, we are exempt from certain
provisions of the Exchange Act. Accordingly, our proxy solicitations are not subject to the
disclosure and procedural requirements of Regulation 14A under the Exchange Act, and
transactions in our equity securities by our officers and directors are exempt from reporting and
the “short-swing” profit recovery provisions contained in Section 16 of the Exchange Act. In
addition, we are not required under the Exchange Act to file periodic reports and financial
statements as frequently or as promptly as U.S. companies whose securities are registered under
the Exchange Act. However, we file with the SEC an annual report on Form 20-F containing
financial statements audited by an independent accounting firm. We also submit to the SEC
reports on Form 6-K containing (among other things) press releases and unaudited financial
information. We post our annual report on Form 20-F on our website (www.igld.com.) promptly
following the filing of our annual report with the SEC. The information on our website is not
incorporated by reference into this Prospectus.

Any document we file pursuant to the Exchange Act may be inspected without charge and
copied at prescribed rates at the SEC public reference room at 100 F Street, N.E., Room 1580,
Washington, D.C. 20549. You may obtain information on the operation of the SEC’s public
reference room in Washington, D.C. by calling the SEC at 1-800-SEC-0330. The Exchange Act
file number for our SEC filings is 001-33773.

The SEC maintains a website at www.sec.qgov that contains reports, proxy and information
statements, and other information regarding registrants that make electronic filings with the SEC
using its EDGAR (Electronic Data Gathering, Analysis, and Retrieval) system. These SEC
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filings are also available to the public on the Israel Securities Authority’s Magna website at
http://www.magna.isa.gov.il.




1-7

2NN MIIN PP2INN NIVY ITIY NI - /T Pl

Dsyrn 0230 09t 4.1

2y MYNN M TIDNN DTN NN MYT” NONN 92T ,NT PPYNY N 9792 MNINRD ONNNA
YT DY NNWYIY NPNIAN MTIN N 191 MIN ONOMII DN NMIT XY PNY 072NN
MIPNY (14)(2)10 - (7)(1)(2)10 MPND ORNNA NIAND DY MDD 2¥N 2D PNVPITN

:1970-57wn (DO TN OOPNMNPN MNIT) TIY M)

PN PV NIaNY ,2013 9200902 30 DYDY NHANN DY DMNYIIN DNMN TIND NI =
D7YPDIN 99 DY NN NNYN

DMINNNN IIIX) MNPNHND ,NIAND MMIANNNN NIANN NN IPO NIAND )PNVPPT =

NN N2 )PNY ININNND ONNN OXNRNN MT NNON 1YY IWUN DX DINDMPN

199 AUN NPINNM NMININN DY ) N¥M DYAPY NMPYN NN 1D ,D9P>M DAY
LDXNINY D20 0PN, NNIND

MNIY 27 DY ,NIIND DY MMAND MPNMAONNM MDINPH NN N )PNVPPTN =

PR D YIAPY M) NMYA NN PR D YIAP 12 NOMIND YPIdN ,20M0 D RNN MT

TPNMIPNNN NIIND THIYN XY TN DINMITHN DOIIN NMPN ToNNI YD 10 WwN
ARVP TYIN YHINI NN MNP

£1393 MHNINNI NNN BI1NN MY INY

3119 N 1 -nv NPNY
Y2872
2015 2014
7Y 919910 7Y 99910

:ANIND NN
30 71 7 0931211 YWY DI
9 MNP
Taypwn Mmyan 019N
67 9 D>1PND TIY T NINN DONIAPN
8 8 TRMTP9 DN TIY M NYPYNN NN
75 17 NYPYN MYYaN 01N 37ND
1119993 MY BIIN
- 100 7 1770 230 TN NPAIIN DINIPN
- 28 “iNorisha Holding”” n1anY mmn»w msox winn Y1apn
- 128 1193°19 M ¥9N BIN 37NV
:DPIMN N9ANN MNPN
110 - “Tnan nann 0177297
$(02%9Y DIVINIY) MNAY 7NAINNN
4 4) Tnaviy myryah 02N




11999 MYy Br9tn

27 P N

(129)

(127)

21970 2N MDN

-7 a0 odvn

(6)

(13)

21970 2N MDN

(38)

(37)

Y D770 2N MIIN

7

(5)

®17 7979 2310 MIN

(181)

(182)

193%9 MYIYAY BN 571D

N9 NN

30

30

531t MY DIINH

: 2299 N92VN NN XD DIIADD NN

DN HY TINKR 9915 1IN NIINN DY NINN ONNINTD DN NN 991D DNNMIND 01N (1)

NN IN 7EPYAY) NIYA DIVHPIPMIP Y1 ,NIANN Y NN NN DY NN DINNDN
PMHMTAY MY DINT .(7Pa7) Nrya ANVPND MONIWD NHaNN 7Piar - (7"an

P12 DIPX2 MXRNIN DV RON TINOR NIINN NINND D190

M1 NN THIAY N0 ,DXPND TIY MM NYPYN D) NIAND DINIVIN MIND ON1 (2)
Sy NP 17NN YWY MYPYNN NPOTH .MV PO NH2NND NN MVNYNRN LN

Y TV MM MYPYNN NI TN NN T O5Y NNAND DY NNPIAN NIV O
TO DY TYo 9N 2015 920872 31 OPYY N7Y P 258 NN 2014 N2 1 DYDY NHAND
A9N2 (4) PYO DRI NYPYNN NPT NNONY .N7Y PN 182 HY

D NN ,IRNIYNN NN .NPNN MYPYN N2 PR MPINN NI2N NI2ND NN 9PINN (3)

.DYPND TIY M MYPYN 1V NYPYN MDPYan 0NN DN NNN

DY MIVA 3% SV NXIVN NIINND NN TIY MM NYPYNND DIMINN DN WIN 1DIXY (4)

5y NUDIAN NNIND .NNPNN T9NI DX PAD TIY M2 NOW NYIINN NYPYNN NInd

172NN DY YINN MMM 50% MNAD 1’90 1IN YW TPPNON MYPYNN NPOTNH

YPINAD A- D MAX NPT OINNP NN IWPYY 35% TY ,NINTPIO IN NNTN NN IWPYY

-0 TN NPT OINNP NIND INA NN WPYY 15% TV -AA DY NOWY YN NN

TPMYPYNN MNTIP DNWIA NIIND WY IRIYN MNYY DY NODDIN NMNNN L) N A3

9MINN MW TIY MM

: D99 MDIWND IXP MY MM ONRNYN DI0A PN ,NNNNN NNOYN DYD

MY 6.9% S¥ NYVA NIINN DY MIMIN PPN NRIWNN NNONDN 2012 NIV D MY N

3 ,172NN NOMN NTHY DY DODIANN ,NDIYN NI2NN LD D .5.5% S 1y wa 2013

1Y ON*A 2015 -1 2014 DNV NIONND MYPYNN NPPTNHI NPV N NN KD

JDIMINKD DNV NHINND NIX NYNIVY



OV TIVN M) PN DY DRIV MY DTN : NN MIXDIDON PINN M) 7115 A
MM NNYPYNN NINN DY SMIVN NN ,2015 -1 2014 DNWA 5% Sy Ty N1aNN
NNNNA N7Y PN 1259 N7YW DN 13 DY Ty 17y

-2% DY TIYN 990 1P NHANN DY TIVN N1 2N HY IXIWNN NI 170N, TN
5 DY Ty TIvN MM NNYPYNN NHaNN SV >NV To90N ,2015 -1 2014 DMwa
NRNNA N7Y PN 5 -1 N7 N

NYT0 NPANN OMONN DYAPNN NX NIVYNI NIANN NNPY DNNRNN DXNN 2NN
NPINM M2 X9 Yy NP2 DOYNY MDD NINY MY PPYN NI DUTNN 1IND MNX
RVREalary

-3 YY TO NN NN NIIN DY M) NN 3,571,741 NHANN NN 2013 %1 27 OP2
:919) (Norisha Holdings Limited) n7ya mpinx nvw»n niand nrw »vvn 125
vy

NN DY MADN M MMM 892,935 Ty HAPY NINIT NN NMMIWY NYIIN 050NN 19 DY
,9995 OIRYD DDA DY ,DOTINN P2 YAPIY DNRND INND POND N0 NINN XY NN
90 -2 NIANN NMIN DY YINNN NN IAY NIPNRA P DINY MADNN NN NPIVN PN

(799 PPN IN) NY 28-35 DY NNV XM ,27.6.2014 DYDY INTPY INDNN M)

DY 64.41 DY TIMY DININRD OWTIND DYDY NN NN NN DY Y3 INNN NPNN

PN YN NI 892,935 -n TN PN TIAWNNY MODNN MMNN 190N N2
DXVNAMNN DXPNN PN 13 DY NIINNN NIAN NN NMN NN NN WIDTD NN
NN WHNN YN YD NMA) M0 INMN NIANN ,DNIMITNN DXNN TNYY .050NA
NN (NI 892,935) MADNN NMINN NN YIIIM ,050N7 NNDON ND MNIY MINNIND
(DWW TIT2T ONINNY ,DIDNA MIAPN W1 PNN) NN N7Y 31.59 DY TNV W)
T DININKRN DOVTIND NYIZYI NIAN NIIN NMIN DV YNNI NPNND D PINd DY PIYD

.22Y0 NN MADNN NMINN NPIVN PNINNY M 1NN ,N"Y 64.41 DY

: MININ MNINN DY NODIA NN NIAND TIT2>T OD1IPN NN

N72NK DT VAP NY 2014 MWA > NNY NIANN NOMIN ,NPIINDY MWD 29 Y
YTRY> N2N NI2N SY APIBND OMININ DXNNIN NIN? 2D NN NIIND NOMIN 90N .NIN
YPIN NN PIY NPINN HY NDDIANN 13 NN 2015 120VIDI N7Y AP 170 -5 MNS DY
DOYNANDY NN NN DN MOYN 29Ty MNNM NN MRNIN Yy 191 P Hv

MYY VYN IPMYNYN DXTI1 INNSNN MDD 12 19N YN NNS NVOWA

D ,NMA) MDA INMK NN ,NNY DY TH . TITDT APIYN NPPTH PN NN NN
P2,002N012 AN NPIYNY DMININ DXANIN TP SY TIPT NPIYA Y8IN Nan N1aN
N3N NN NYNHIY NPITNT DMMIRIN DOV NN TP HY HDTA NN Sy AN

2013 720872

(5)

(6)

7



4-1

NN PYNMY ,92¥2 HNIY 19D NN PYNN NAN NN YD NIAND NDMN N0 ,ONNNA
NPYNN NN NTNIY NN TIY DD ,NDSN 1AW NPIDND DRI DTN NN NN
YAND TITO ONY ODYID 7PN MPYD NINPHR NMYIY YONRIWN MIIND PN 9D
TITDT NPIPN DY MON NIMO NPX NNIND .NINAD DXWTIN 18 DY NN NMPNY NV

2INT NN MINK NMPNNM

72NN D2¥0 6 PYDI MNRD ,NIYIIN OT DY PNNIND VIV 2T NIANN NNIND DNXNNA
TITTN TON 65% SV TO DY TNY> NN NN MY POINY AWN TITTA NPON 2D NN D)
DY PNOIND WD INND NIAN NN NDY NAND NPINNN NYY NN NN TWN PIINY

SINRD YN

MIYIND NMDYY NVNN DIYAN NPYY NN HDID NIANN HY NIVIY MDY DIMIIN OIND (8)
. AN-YNA NONADY P7TONIA NINDIN TYNIT PN NN NNPIN

NADIN NIANN DY 2INTD MMN DY PPIDPON MM DY DXODIAN NI JIPN NI (9)
1WA 2% SV MYV TTH NPOY NN

(09NN NI)UNI PAYNI NPT XI NN 2T DY MINIY TYUN MODII NIPYOINY NN
5 1) 8 2an kral A PA)

NOID5 NSO NPIIWON 11022 7793N5 ,IWPNNT NO D2V5T 10007777 ON 9N 2D 97720
STPRMIIINNAD TTTPYD) FIINIWO

TNX7 NPT . TIANY 550 IPYOIN 777307 2T SV P07 1377 1930 71090 55 N

OV INWITS PITY) IPININ 710N 0N 00 P50 MIPS 7719307 719190

SV NoPI I W N7 N73N3 519% Sy SV AN IV 1377 17303 05V
CIOND VIS 1377 7193077 71290 19992 13 2013 203 WY 79T 7O 0T

LINP )OI DT ©2225 770 TIWONDT )T SPNYI 719070 72N P00 IIVr) 19305 .3
J773N7 VX2V IINNT OV 1102937777 NNVOPI 77129 1 7772

DIMPN DIMINN 2I¥) MNPHT ,NIAND NMIANNND NIANN NX PO NIAND )PNVPIT
NIPYN NN 19,0997 OMIPIAD NX N NN OMRND NT NNONI 1HHI) TWUR DINAN)
LDXNIND D20 0PN, NNINRI DT IWNR NPINNN MNINN DD 2D XYM PIAPd

MT ONMY 1Y DOWIY ,NIINN DY AN MIMMIAMNNM DMNPH NN N2 PO NVPPTN
20 YYN PN D YIAPY MDA NMY NIIND PR I YIAP 1A NOMINN OPIN ,D0MD DXNNN
NMANM MNMPN MNIPNNNA NIAND THIYN XD NINN DNIMINND DXINN NNMPN TONN2 D

J0VP TN YINA

AMNNY DN VIS ,NIANN DY DMV DN TPINNY IWND ,DO¥D VNN YNPN
M) PINA DT NNNI OV INYNRWNI TNYN 29 NN YT 1IN ,TIVD M IRV TIDDTN
P2 DN T OITOIN ,NPDVPMI0 MIIWN ,NPINN D910 NT YN .1968-N7oWNN ,TIY
oY ,97010 P2, TH0) 19 MIXKY MNDNOMNN NPDLPMIN PV MPPDY NPINN DY AN
DOTNY DN DY DTN NHND YNNI 1D PON L,)D 1D .N1aNN NHTIN DY 92yn oM



5-7

DOPONIN NN I9INT DMYNNNNA NINTI DD PN 1T 2DWA NHANND NDMIN DY NN MW
NOY WY NMNND YN YD N2V .NHANND NVMDYIA DINY DM HWA IMdN Pa [ NIND
YO0V NTIAYN MMNND DN 1 NHANND NPINNY ONA 0 ,IPYN N DD wnnnnd
DALY DD HYA AN P NMY NPNY NMWUYD [ MYNNNIN Y91 NMINNINN
DONVN ,PIV XN MY AMINY NPRNIVN MOV ,NT PPYnd N P91 OININNND

27191 DMHIYI-DNPOY



1-n
0991 02099 - ' P

17 199 nyT AN 5.1

:TININ NPVAVYNN NYTN NNN NN NP NIAND

2014 ANYM292 23 : PINN

NVAYND NPYNNN

19259

D7Y2 203 ONP-TI1 VITVIN
2 Y9799 27 00

5250301 ,-n09

AN
(7193N1D7) 19793 201 NP -T91) VITVIN YW ANYWAY PPYN : PNTIN

DONYTY 7 NN TWRY 777 DOINWPIY DNNNA

123 1NN ,NY PPYN 29 HY NDXT MYKIND IND MNXY MNDIN NN .1
PPYNI NININNN TITN 29 Y NDYY MYNIND 2NN MHN NN PX9NY MoNoN 11any .2

PPYNI 0999 DPMNY PTI VAN NI12N1 DINVPPTH .3

.172NN PPYNIA 55551 1N OINYT NN D DXIDN NN

;29 702

Ty 2592 0y

03-7530927 :0P9 ,03-7530928 : 11990 ,5250301 ,13 -Nn1T 2 10NT599 31 39N

E-mail: amiba@eurocom.co.il



PN WP MINNN

800 -5 YY DHDA MNONON NT PPYN DIDINT MDD MNIINN YD NDIYN 19NN
NI AHN

MOION MINKND MNSINM NNGNN 017N MDY Y5 ToY ¥Iina NHaNN NOIWN
MOV L PTPY DD 000NN DIWPYND MDNYN MY ,PPYNn 19 Dy Npona

.NYOWNN NYTIND NNONIA

DONONI MY

YN0NN 1) ,NT PPYNI DNYON YT INNDY DNIRIND M PPYNN DPmMy
MYIN NMIAYN MYWA URIND DINNT NN PYY DTy ,171aNN S¥ MTIRNNN
Y DY PPYNN PMY )2 D (5250301 ,1-NNT 2 TI9 2T 2INT 172NN OTIVNA

WWW.magna.isa.gov.il: 79y n1713 mwa S¥ 0IIVPRN INNA YD

DAVNN XN NNION

5.2

5.3

5.4



TI2DY

n"va ant "1p-T1712 VINVI'X

ANIN19 WTINQ n"ya 2AT 'Np-T712 01NVI'R DONS9N IMNIX 'PYNA N77On7 DMDoN 11X
w72 2013 719x82 24 o nnyT NN 9w 090 v 1 ("gpwnn” - 90%7) 2014
-1 2012 "anyTa 31 o'M'7 n"y aNT 'NR-T712 VINVI'R 7Y '90ON 2¥NN 7V DFTNIRAN NINITY?
'MYN NNKX 727 D'mitnn Mt Ina 0''w L7213 (To90) NN 2y o Tniknn NNtz 2011

.2012 nanxTa 31 nI'a nn"Nnon DN NINNRNY DY

Securities -1 Wmxd ,"Experts" nanidn nnn Lq'pwna nnw n775n0%7 0mMDon X o1l
Act of 1933

AUR qQPUNA 77007 701 R Tvimi n''ya ant 1ip-T7ia 010K NYRA DY N DT ANdoN
D'YXINN 1WA NNMY N ,qom 2014 AxN2S wTina 78w 1y NNt niwa? vare
nX nwan X7 ,Securities Act of 1933 -0 nnn MwY' X721 MM X7 9'pwnn nnaona

.Securities Act of 1933 -n nnN Nt INN>0N ANdN

['i7''N IO
[lawn 'xN
2'AN-7N

2014 2xN29a 23 NN



NN - PH9

N3N

:107Y2 2N MNP-TON VIITOVIN

-

3-La)l"Jzatan)

NN DINY

MY 0PNy

N*2ION GO

D 0P

93 Ny

N ODININ

2HVN NN



		2014-02-23T12:22:15+0000
	Not specified




