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The securities have not been registered with the United States Securities and Exchange
Commission and are not being offered in the United States or to U.S. Persons.

1.4 General

As used herein, references to "we," "our,” "us,"” "Partner" or the "Company" are
references to Partner Communications Company Ltd. and to its wholly owned subsidiaries,
Partner Future Communications 2000 Ltd., Partner Land-Line Communications Solutions
LLP and Partner Business Communications Solutions LLP (of which Partner Future
Communications 2000 Ltd. serves as the general partner and the Company serves as the
limited partner), except as the context otherwise requires. In addition, references to our
"financial statements" are to our consolidated financial statements except as the context
otherwise requires.

In this prospectus, references to "$," "US$," "US dollars" and "dollars" are to United
States dollars and references to "NIS" and "shekels™ are to New Israeli Shekels.

15 Forward-Looking Statements

Some of the information contained or incorporated by reference in this prospectus
contains forward-looking statements within the meaning of Section 27A of the US Securities
Act of 1933, as amended, Section 21E of the US Securities Exchange Act of 1934, as
amended, and the safe harbor provisions of the US Private Securities Litigation Reform Act
of 1995. Words such as "believe," "anticipate," "expect," "intend," "seek," "will," "plan,"
"could," "may," "project," "goal," "target," and similar expressions often identify forward-
looking statements but are not the only way we identify these statements. All statements
other than statements of historical fact included in this prospectus, including the statements
in "1.12 Risk Factors" below and in "ltem 4. Information on the Company" and "ltem 5.
Operating and Financial Review and Prospects™ in our Annual Report on Form 20-F for the
fiscal year ended December 31, 2008 (the 2008 20-F") incorporated by reference into this
prospectus, and elsewhere in this prospectus and in the 2008 20-F regarding our future
performance, plans to increase revenues or margins or preserve or expand market share in
existing or new markets, reduce expenses and any statements regarding other future events or
our future prospects, are forward-looking statements.

We have based these forward-looking statements on our current knowledge and our
present beliefs and expectations regarding possible future events. These forward-looking
statements are subject to risks, uncertainties and assumptions about us, consumer habits and
preferences in cellular telephone usage, trends in the Israeli telecommunications industry in
general, the impact of current global economic conditions, and possible regulatory and legal
developments.

For a description of some of the risks we face, see "1.12 Risk Factors" below and
"Item 4. Information on the Company", "ltem 5. Operating and Financial Review and
Prospects”, "lItem 8A. Consolidated Financial Statements and Other Financial Information —
Legal and Administrative Proceedings” and "ltem 11. Quantitative and Qualitative
Disclosures about Market Risk" in our 2008 20-F incorporated by reference into this
prospectus and see "Risk Factors™ in any supplemental shelf offering report. In light of these
risks, uncertainties and assumptions, the forward-looking events discussed in this prospectus
might not occur, and actual results may differ materially from the results anticipated. We
undertake no obligation to publicly update or revise any forward-looking statements, whether
as a result of new information, future events or otherwise.
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1.6 Glossary

The following explanations are not intended as technical definitions, but to assist the
reader to understand certain terms as used in this prospectus.

CDMA

Channel

Churn

GPRS

GSM

HSXPA

ISP
LTE

Roaming

RTT
SMS

UMTS/3G

Voice Over
Broadband
("VoB")

Voice Over
Broadband
over cellular
("VoBoC")

Code Division Multiple Access; a method by which many users sharing the
same radio channel can be distinguished by unique code numbers.

A frequency or time slot in a telecommunications system over which distinct
messages can be conveyed.

The number of customers who are disconnected from a network, either
involuntarily, due to payment delinquency or suspected fraudulent use, or
voluntarily, as customers switch to competing networks, relocate outside the
network's service area, or cease using mobile telephones permanently or
temporarily.

General Packet Radio Services (GPRS) is a packet-based wireless
communication service that enables data rates from 56 up to 114 Kbps and
continuous connection to the Internet for mobile phone and computer users.
GPRS is based on GSM communication.

The Global System for Mobile communications, a comprehensive digital
standard for the operation of all elements of a cellular telephone system. GSM
originated in Europe, but is now the most popular digital mobile telephone
standard worldwide.

HSXPA technology describes the third generation (UMTS) cellular High
Speed Packet Access protocol that combines both the High Speed Downlink
Packet Access (HSPDA) and High Speed Uplink Packet Access (HSUPA)
modes for high performance WCDMA (Wide Band CDMA) systems.

Internet service provider.

"Long-Term Evolution" — a 3rd Generation Partnership Project ("3GPP") term
that defines the next evolution of the 3GPP standard cellular network. The
main characteristics are a use of better modulation, coding, transmission and
reception techniques, and with the combination of bigger spectrum bands,
gives the end user much higher data rates (up to 150 Mbps).

The mobile telephone feature that permits subscribers of one network to use
their mobile telephones and telephone numbers when in another operator's
network.

Real-time technology.

Short message service, a service which enables cellular telephone users to send
and receive written messages on their handsets.

Universal Mobile Telecommunications System, the "third generation” of
mobile telecommunications standard also referred to as 3G.

A competitive Voice Telephony service, provided over broadband IP
infrastructure (e.g. cables, ADSL), mainly by ISPs.

A service enabling cellular subscribers to make voice calls using voice over IP
technology. The subscriber must have a Wi-Fi or a cellular broadband
connection in order to use this service.
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VOD Video on demand.

WLAN Wireless local area network. A type of local-area network that uses high-
frequency radio waves rather than wires to communicate between nodes.

1.7 Summary Information Regarding the Company

You should read the following summary together with the more detailed information
regarding us and the securities being offered hereby, including the risks discussed under the
heading "Risk Factors," contained in this prospectus and in any supplemental shelf offering
report. You should also read carefully the consolidated financial statements and notes thereto
and the other information about us that is incorporated by reference in this prospectus,
including our 2008 20-F and our Form 6-K regarding our financial results for the first six
months of 2009 (the "2009 First Half Results Announcement™), each of which is incorporated
by reference into this prospectus.

Our Company

We were the first GSM mobile telephone network operator in Israel. We received our
mobile telephone license in April 1998, commenced full commercial operations of our
digital GSM cellular telephone network in January 1999, and on December 1, 2004 we
commercially launched our third generation, or GSM, service. Since then, we have expanded
rapidly, and on December 31, 2008, we had approximately 2.898 million subscribers,
representing an estimated 31.4% of total Israeli cellular telephone subscribers at that date.
During the twelve months ended December 31, 2008, we increased our customer base by
approximately 3.5% (based on the application of our new policy regarding pre-paid
subscriber recognition at both year-end 2007 and 2008), with approximately 99,000 net
active new subscribers joining the Company in 2008, compared to 192,000 net new
subscribers in 2007. At December 31, 2008, approximately 47.2% of our customer base
(approximately 1,368,000 subscribers) was represented by private subscribers who subscribe
to post-paid tariff plans, 27.1% (785,000 subscribers) by subscribers who subscribe to
business tariff plans, and 25.7% (745,000 subscribers) by subscribers who subscribe to pre-
paid tariff plans. As of December 31, 2008, we also had more than 951,000 3G customers
(included in the subscriber data above).

We market our services under the Orange brand, which is licensed to us and has been
used successfully in other markets around the world to promote cellular telephone services.
Market surveys show that we have achieved strong brand awareness in Israel. We have also
received awards recognizing our high standards of customer service. In 2008, we were
named by Globes, a leading Israeli business daily newspaper, as the number-one
communications brand in Israel for the sixth consecutive year. We also won the Effie award
in the communication category for the "precisely for you™ marketing campaign. Finally in
2008, we won the "best workplace” award in the telecommunication industry, an award
granted to us by Business Data Information.

Our GSM/UMTS network covered approximately 98% of the Israeli population at
year-end 2008. We currently operate our GSM network in the 900 MHz and 1800 MHz
bands. Our GSM services include standard and enhanced GSM services, as well as value-
added services and products such as roaming, voice mail, voice messaging, color picture
messaging, ringtone and game downloads, information services, and GPRS, which enables
the packet transfer of data.

Our 3G network offers a wide range of services, such as video calls, a new portal of
content services including a rich selection of video-based services under the "orange time"
sub-brand, and the transmission of data.
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In March 2006, we launched services based on the High Speed Downlink Packet
Access ("HSDPA™) technology. HSDPA is a technological enhancement to our 3G services
that offers subscribers the ability to access our 3G services at higher speeds. The HSDPA
technology has already been deployed to support up to 7.2 Mbps on the downlink and
1.4Mbps on the uplink.

ISP/VoB Overview

In December 2008 and January 2009, we launched three additional non-cellular
business lines: VoB telephony services that compete with fixed-line telephone services; ISP
services that provide access to the Internet as well as home Wi-Fi networks, value-added
services such as mail and anti-spam filtering; and Web VOD providing premium on-demand
video (mainly full-track feature films and television series' episodes), music tracks and
games. The services have been commercially available beginning in January 2009. Through
launching these services, we took a further step towards realizing our strategy to evolve from
a pure cellular operator into a diversified multi-service communications and media service
provider.

At the time of our entrance into the ISP market, the three major ISPs already
operating in the Israeli broadband market accounted together for more than 95% of the ISP
market. We believe that through our unique product offerings, our high level of customer
service and our meticulous execution, we will be able to penetrate this market in the coming
years.

The broadband market in Israel has been estimated by IDC, a consulting company, in
its 2008 report to include 1.5 million consumer connections and 180 thousand business
connections at the end of 2008. According to the Israel Central Bureau of Statistics, at the
end of 2007, the time of the last census, there were 2 million households in Israel. Based on
these statistics, the household broadband penetration in Israel is estimated to be
approximately 75%.

The number of Voice over IP ("VoIP") lines in Israel is estimated at the end of 2008
to be 550 thousand lines. This estimate is based on the two major VVolP operators, HOT and
012 smile communications Itd (012 smile™), who published reports for September 2008 and
December 2008, respectively. During 2008, Bezeq International Ltd ("Bezeq") and Netvision
013 Barak ("Netvision") expressed their interest in launching VoB services. The number of
public switched telephone network lines (excluding VoB) in Israel is estimated by IDC to be
2.6 million lines at the end of 2008.

Strategy

We intend to continue to enhance revenues and profitability, and to continue to create
value for our shareholders, customers and employees. In order to accomplish this, we intend
to:

e Broaden 3G Service Use and Our Subscriber Base. The penetration rate in
Israel is very high; however, we believe that we can increase our revenues from
our existing customer base and also add new subscribers to our network. We
believe that a major source of growth for us is additional revenues from our 3G
and data card subscribers consuming more data and content services. We are
leveraging our brand and our outstanding reputation for network quality,
innovation, and customer service to develop our 3G business in order to benefit
from that growth. We consistently launch new 3G based products to attract new
customers and to increase consumption of data services. We also aim to offer
desirable content and to make our 3G services widely accessible and affordable.

e Broaden and Diversify Our Portfolio of Products and Services and
Maximize the Synergy between the New Lines of Business and Our Mobile
Business. We believe that a growth opportunity exists by broadening and
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diversifying our portfolio of products and services beyond the pure cellular
service to include fixed-line telephony, transmission services, ISP services and
other accompanying telecom and media services. In order to reach customers, we
will use our own mobile and fiber optic networks, leased access and transmission
lines, or, with respect to VVoB services, the existing infrastructure of Bezeq, the
incumbent land-line operator in Israel, and HOT, the cable television operator in
Israel. We also intend to enrich our media and content offerings in order to
attract new customers and increase the level of loyalty and satisfaction of our
existing customer base. Our licenses to operate in various telecommunications
areas enable us to provide a wide range of services that will potentially be used
to create a bundle of telecom and other adjacent services which we believe will
favorably affect our ability to limit cellular churn rates, increase customer
loyalty, maximize the synergy between our lines of business and generate
additional streams of revenues. In the foreseeable future, we believe that
revenues from these services will not be material compared to our total cellular
revenues.

Competitive Strengths

We believe that the following competitive strengths differentiate us from our
competitors and will assist us in achieving our mission and implementing our strategies:

Strong Brand Identity. Since the launch of full commercial operations in 1999,
we have made a substantial investment in promoting the Orange brand in Israel
to represent quality, innovation and customer service. Our marketing activities
have resulted in wide-scale recognition of the Orange brand in Israel.

3G Services. As of December 31, 2008, we have an Israeli nationwide UMTS
network, which offers high speed data, advanced video content and video
telephony, and in most populated areas also offers the features of HSXPA. We
believe we are positioned as leaders in our 3G offering, both in terms of network
quality and available content.

Focus on Customer Service. We believe we provide outstanding customer
service through quick, simple and reliable handling of customer needs and
interactions, which we have achieved through investments in technology and
training of customer service skills.

High Quality Network and Technology Leadership. We believe that we set
high standards for network quality and that our use of sophisticated network
planning and optimization tools and techniques and our investment in dense base
station coverage have produced a high quality network. Additionally, we believe
that we are a recognized leader in the development and provision of cellular
services in Israel.

Wide variety of communication products. We believe that our new initiative of
offering VoB, ISP and VOD services will strengthen our position in the
communications market. Offering a wide variety of combined mobile and fixed-
line data products and services will enable us to better compete with the
competitive bundled services of other players, increase customer loyalty, and
serve as an additional source of revenue.

Strong Financial Performance and Financial Position. Our net cash provided
by operating activities less net cash used in investing activities has improved
significantly and has grown from negative NIS 1,154.0 million in the year ended
December 31, 2000 to positive NIS 624 million and NIS 459 million for the
periods ended June 30, 2008 and 2009, respectively.
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e Strong and Motivated Management Team. We have been able to attract a
number of Israeli senior managers from the telecommunications, high-tech and
consumer products industries. Our management team is experienced and highly
respected and, we believe, well-positioned to manage the Company. We believe
that our performance-based incentive package aligns the interests of senior
management with those of our investors.

1.8 Recent Developments

Sale by Hutchison Telecom of its Entire Controlling Equity Interest In Our Company to
Scailex

On August 12, 2009, Hutchison Telecommunications International Limited
(""Hutchison Telecom™) announced that its wholly-owned subsidiary, Advent Investments Pte
Ltd ("Advent"), had entered into a conditional agreement to sell its entire controlling interest
in our company (approximately 51.3% at the time of announcement) to Scailex Corporation
Ltd. ("Scailex™). Scailex is an Israeli corporation listed on the Tel Aviv Stock Exchange and
controlled by Mr. Ilan Ben-Dov. According to the announcement, the sale is conditional on,
amongst others, Israeli regulatory approvals and the approval of Hutchison Telecom's
shareholders. If such conditions are not fulfilled by December 16, 2009 (or such later date as
extended by agreement), the agreement will terminate under certain circumstances and the
sale will not occur. We cannot assess the effect that this sale might have on our business.
However, we expect that following the sale we will lose some of the support and benefits that
we currently derive from being part of the Hutchison Telecom/Hutchison Whampoa Limited
("HWL") groups. See "1.2 — Risk Factors — Risks Related to our Controlling Shareholder —
Our company is controlled by a single shareholder."

Agreement with Apple Sales International for Resale of iPhone Handsets in Israel

In June 2009, we entered into a non-exclusive agreement with Apple Sales
International for the purchase and resale of iPhone handsets in Israel. Pursuant to the
agreement, we agreed to purchase a minimum quantity of iPhone handsets per year, for a
period of three years. These purchases will represent a significant portion of our expected
handset purchases and sales over that period. The impact of the iPhone agreement on our
financial results will depend on a number of factors. See "1.2 — Risk Factors — Risks Relating
to Our Business Operations — Our purchase commitments pursuant to our non-exclusive
agreement with Apple for the purchase and resale of iPhone handsets in Israel may adversely
affect our liquidity and financial results."

Potential Acquisition of MIRS Communications Ltd.

In August 2009, we submitted a preliminary, non-binding indication of interest to
purchase 100% of the equity of MIRS Communications Ltd. ("MIRS"). MIRS is a cellular
company which operates in Israel using iDEN technology and whose market share is
estimated to be between 4% to 5%. Our competitors, Cellcom Israel Ltd. and Pelephone
Communications Ltd., have also announced that they have submitted similar indications of
interest to acquire MIRS. The acquisition of MIRS would provide us with an opportunity to
enrich our product and services offering and expand our business into the complimentary
Enhanced Specialized Mobile Radio market, which has not materially been addressed by us in
the past.

The acquisition of MIRS will depend upon a number of factors, including our
decision to submit a binding offer, the conclusion of a competitive bidding process and
regulatory approvals. We cannot assure you that we will submit a binding offer nor complete
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the acquisition. If we decide to submit a binding offer for this acquisition, we would expect
to finance the acquisition through additional debt financing or other financial resources,
including potentially the issuance of debt securities pursuant to this prospectus.

Expiration of our Senior Credit Facility

On August 31, 2009, our US$75 million revolving loan facility expired. No amounts
were outstanding under this facility upon its expiration. We are currently in negotiations with
an Israeli bank regarding a new credit facility of up to NIS 250 million which we expect to
execute in the second half of September 2009.

Regulatory Developments

Entry of MVNOs

Mobile virtual network operators ("MVNOs") are mobile telecommunications
operators that do not own their own spectrum and usually do not have their physical own
network infrastructure. Instead, MVNOs have business arrangements with existing cellular
operators to use their infrastructure and network for the MVNOs' own customers. The
introduction of the operation of MVVNOs into the Israeli mobile telecommunications market
could increase competition, which may adversely affect our business, revenues and results of
operations.

The Grunau Committee, a public commission appointed by the Ministry of
Communications to review various issues in the Israeli communications market, published its
recommendations in March 2008 and recommended accelerating the regulatory process
required for the entry of MVNOs into the mobile telecommunications market. In August
2008, the Ministry of Communications adopted most of the committee's recommendations
and in January 2009 began conducting hearings regarding the draft MVNO license and
regulations.

In July 2009, the Financial Arrangements law was adopted by the Knesset, the Israeli
parliament, which includes an amendment of the Communications Law
(Telecommunications and Broadcasting), 1982 regarding the entry of MVNOs into the
mobile telecommunications market. The amendment authorizes the Minister of
Communications to grant an MVVNO license and sets out the Minister of Communications'
obligation to determine the terms of granting an MVNO license by October 1, 2009.
According to the amendment, in case the MVNO does not reach a commercial agreement
with a mobile telephone operator within six months of its application, and if the Minister of
Communications and the Minister of Finance are convinced that the terms of use that the
mobile telephone operator has requested are unreasonable, then the Minister of
Communications will instruct the mobile telephone operator to allow the MVNO to use their
network and shall set the fees and terms of use.

Ministry of Communications Hearings

The Ministry of Communications has been conducting hearings on various additional
matters that might affect our business, such as:

e The Ministry of Communications, at the request of Bezeq, has been conducting a
hearing process to consider regarding its intention to allow Bezeq to offer a
service that would permit its customers to block outgoing calls to specific
numbers or prefixes, including those of domestic fixed line and cellular
operators.

e The Ministry of Communications has been conducting a hearing process
regarding an updated policy for the commercial use of WLAN technology. The
new policy would allow fixed-line operators to provide commercial WLAN
services, including voice services, in defined premises, without a specific license.
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We do not believe that the outcome of these hearings will have a material impact on
our business or our results of operations.

Change in Spectrum Allocation in the West Bank

We have been notified by the Civil Administration in Judea and Samaria (also known
as the West Bank) of its intention to implement a change in the allocation of some of the
spectrum previously allocated to us under our general license for the provision of cellular
services in the West Bank. The Administration clarified that following the implementation of
the change in allocation of this spectrum, the authorities will consider allocating other
spectrum for our use in the West Bank as well as additional spectrum for our use in Israel.
We have been requested to submit our position on the change of the allocation of this
spectrum by August 31, 20009.

Until we receive further details regarding the allocation of other spectrum for our use
in the West Bank and the allocation of additional spectrum for our use in Israel, we are
unable to evaluate the impact that the intended change in spectrum allocation will have on
our business or our results of operations. See "1.12 Risk Factors — Risks Related to the
Regulations of our Industry — We may be required to terminate the use of certain spectrum or
to share with another operator some of the spectrum we are currently using on an exclusive
basis, or to pay additional fees for the use of our current spectrum. These requirements may
adversely affect our network quality and capacity as well as our results of operations.”

Integrated Tender Committee For UMTS Frequency Allocation For An Additional Cellular
Operator

The Ministry of Communications has established an integrated tender committee
with the Finance Ministry to, among other things, allocate UMTS frequency for an additional
cellular operator in Israel, in order to increase competition and reduce consumer prices.
Given the high penetration of cellular services in Israel and the significant costs required to
build a new UMTS network, we believe it is unlikely that an additional non-MVNO cellular
operator will enter the Israeli market in the medium term.

Instruction from the Ministry of Communications Regarding "*Network Neutrality"

The Ministry of Communications has published an instruction to cellular operators
and ISPs in Israel to maintain “network neutrality” by avoiding any limitation on
applications or protocol usage on the Internet or any other action which might be considered
discriminatory against content providers or which might harm consumers. We are currently
reviewing this instruction to determine what impact, if any, it may have on our business.

License Amendment to Sever Link Between the Sale of Handsets and Benefits to
Consumers

Following a lengthy hearing process, the Ministry of Communications has amended
the license of each Israeli cellular operator in a manner that will prohibit the operator, as of
November 1, 2009, from linking the sale of handsets to the provision of various benefits
regarding cellular services, including air time. These amendments will also allow customers
that purchased their handset from another supplier to enjoy the same benefits as those
provided to customers who purchased their handset from a cellular operator. We are
currently evaluating the impact that these amendments will have on our business.

Application by Hot-Net for an ISP License

Hot-Net, a wholly-owned unit of Hot Telecom (an Israeli cable television provider),
has recently applied for a license to provide ISP services in Israel. The Ministry of
Communications has issued a hearing to Hot Telecom to consider allowing Hot Telecom to
offer services bundles, including ISP services, to be provided by Hot Net. The hearing
process is in an early stage, and we are not able to predict the regulatory conditions, if any,
that the Ministry of Communications will impose on Hot Telecom and are therefore unable
to assess the impact that this development may have on our ISP business.
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Announcement of Public Hearing Regarding Broad Band Access Services Over Cellular
Networks

On August 31, 2009, the Ministry of Communications announced that it would
conduct a public hearing process regarding the regulation of broad band access services over
cellular networks. Currently, a customer who obtains broad band access services over a
cellular network must purchase both the broad band infrastructure and the ISP services from
the cellular operator (which has itself entered into an agreement with an ISP provider),
whereas a customer who obtains broad band access services over a fixed line network has the
flexibility to purchase the broad band infrastructure and the ISP services from different
vendors. The Ministry of Communications has announced its intention to examine the
current method by which broad band access services based on cellular networks are provided
to customers and has asked for public comments with regard to the current framework, as
well as regarding possible alternative regulatory frameworks, by October 15, 2009. As a
result of this hearing, new regulations regarding broad band access services over cellular
services could be introduced. We cannot assure you that, if introduced, such regulations
would not adversely affect our business or operating results. See "1.12 — Risk Factors —
Risks Relating to the Regulation of Our Industry — We operate in a highly regulated
telecommunications market which limits our flexibility in managing our business and may
materially and adversely affect our business and results of operations.”

Financial Results for the Six Months Ended June 30, 2009

On January 1, 2009, we adopted International Financial Reporting Standards
("IFRS™), replacing the previous reporting standard which was United States Generally
Accepted Accounting Principals ("US GAAP"). Thus, beginning January 1, 2009, we
prepare our consolidated financial data according to IFRS issued by the International
Accounting Standards Board. IFRS differs in certain respects from US GAAP. See
"Transition From US GAAP to IFRS" below.

The transition date to IFRS for the Company under First Time Adoption of
International Financial Reporting Standards is January 1, 2008. Comparative data of the
Company's financial statements will be restated to retrospectively reflect the adoption of
IFRS.

The financial data has been prepared in accordance with those IFRS standards and
International Financial Reporting Interpretations Committee ("IFRIC") interpretations issued
and effective or issued and early adopted as at the time of preparing the financial data
(August 2008). The IFRS standards and IFRIC interpretations that will be applicable at
December 31, 2009, including those that would be applicable on an optional basis, are not
known with certainty at the time of preparing this financial data.

The following discussion is based upon, and should be read in conjunction with, our
unaudited interim condensed consolidated financial statements and related notes as of June
30, 2009 and for the six months ended June 30, 2008 and 2009 incorporated by reference in
this prospectus.

Financial Review

Net revenues. Net revenues in the first six months of 2009 were NIS 2,926 million,
a decrease of 6.2% from NIS 3,120 million in the first six months of 2008.

Service revenues. Service revenues totaled NIS 2,658 million in the first six months
of 2009, a decrease of 1.8% from NIS 2,706 million in the first six months of 2008. The
decrease primarily reflects the impact of the economic recession on roaming revenues, as
well as lower voice revenues resulting from the reduction in the billing interval from 12
second intervals to single second intervals mandated by the Ministry of Communications
from January 1, 2009, and competitive market conditions which continue to put downward
pressure on the outgoing voice tariff. The negative impacts on revenues were partially offset
by a growth in total network minutes reflecting the increase in the subscriber base and an
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increase in the weight of post-paid subscribers with higher than average levels of usage, as
well as increases in content and data revenues and revenues from non-cellular services.

Revenues from content and data services excluding SMS totaled NIS 262 million in
the first six months of 2009, or 9.9% of service revenues, an increase of 13.4% compared
with NIS 231 million, or 8.5% of service revenues, in the first six months of 2008 . Content
and data revenues for the first six months of 2008 have been reclassified to conform to the
current year presentation. We do not consider these changes to be material.

SMS services revenues in the first six months of 2009 were NIS 174 million, an
increase of 13.0% compared with the first six months of 2008, and the equivalent of 6.5% of
service revenues in the first six months of 2009, compared with 5.7% of service revenues in
the first six months of 2008.

Gross profit from services totaled NIS 1,131 million in the first six months of 2009,
representing a decrease of 7.9% from NIS 1,228 million in the first six months of 2008. The
decrease reflects the lower service revenues, as well as a 3.3% increase in the cost of service
revenues, reflecting the additional costs associated with the new fixed line services, a one-
time provision in the amount of NIS 26 million, set aside for a demand made by the Ministry
of Communications in Israel, in respect of the past use of a frequency band on a shared basis
with another mobile operator, and additional depreciation in the amount of approximately
NIS 24 million resulting from capitalized handset sales costs from the beginning of 2009.
The handset sales costs are capitalized over a period of 18 months from purchase. The
increase in cost of service revenues was partially offset by lower variable airtime costs due to
the reduction in interconnect charges and lower roaming costs due to the fall in roaming
activity.

Equipment revenues. Equipment revenues in the first six months of 2009 were NIS
268 million, a decrease of 35% from NIS 414 million in the first six months of 2008. The
decrease in revenues primarily reflects the capitalization of those handset sales subsidies
where the conditions for capitalization under IFRS were met as well the lower number of
transactions in the first six months of 2009 compared with the first six months of 2008.
Whilst the financial statements have been prepared on the basis of the application of IFRS as
from January 1 2008, the capitalization of subscriber acquisition and retention costs
(including relevant handset revenues) only began on January 1 2009, the first period in
which the conditions for capitalization as described in the relevant accounting policy were
fulfilled. Equipment revenues were reduced by approximately NIS 130 million due to the
capitalization of handset sales subsidies in the first six months of 2009.

Gross profit from non-capitalized equipment sales in the first six months of 2009 was
NIS 25 million, compared to a gross loss on equipment sales of NIS 58 million in the first six
months of 2008. The movement to gross profit from equipment sales principally reflects the
net impact of the capitalization of handset subsidies (handset revenues less handset costs)
under IFRS in the first six months of 2009 in the amount of approximately NIS 98 million.

Gross profit. Gross profit was NIS 1,156 million in the first six months of 2009,
representing a decrease of 1.2% from NIS 1,170 million in the first six months of 2008.

Selling, marketing, general and administration expenses. Selling, marketing, general
and administration expenses in the first six months of 2009 decreased by 2.7% compared
with the first six months of 2008, from NIS 336 million to NIS 327 million. This largely
reflects the net impact of the capitalization in the first six months of 2009 of sales
commissions under IFRS in the amount of approximately NIS 14 million, partially offset by
the additional costs related to the launching and operating of the new ISP and fixed
telephony initiatives. Part of the increase in selling, marketing, general and administration
expenses can also be attributed to one-time retention and compensation plan payments to the
CEO and senior executives.
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Operating profit. Operating profit was NIS 868 million in the first six months of
2009, compared with NIS 871 million in the first six months of 2008, a marginal decrease of
0.3%. This mainly reflects the lower gross profit, partially offset by an increase of 5.4% in
other income.

EBITDA. EBITDA in the first six months of 2009 totaled NIS 1,126 million, the
equivalent of 42.4% of service revenues and 38.5% of total revenues. This represents an
increase of 2.2% compared with NIS 1,102 million or 40.7% of service revenues and 35.3%
of total revenues in the first six months of 2008. Excluding the impact of capitalization of
handset sales in the first six months of 2009 as well as the one-time provision set aside for a
demand made by the Ministry of Communications in respect of the past use of a frequency
band on a shared basis with another mobile operator, EBITDA would have been NIS 1,041
million in the first six months of 2009, a decrease of 5.5% compared to NIS 1,102 million in
the first six months of 2008. This decrease is mostly attributed to the impact of the ramp-up
cost of our new ISP and fixed telephony initiatives in the first six months of 2009 and the
impact of the reduction in roaming activities.

Finance costs, net. Finance costs, net in the first six months of 2009 were NIS 74
million, a decrease of 2.6% compared with NIS 76 million in the first six months of 2008.
The decrease primarily reflects lower linkage expenses to due the lower CPI level.

Net income. Net income in the first six months of 2009 totaled NIS 584 million, an
increase of 1.0% from NIS 578 million in H1 2008.

Basic earnings per share or ADS. Basic earnings per share or ADS was NIS 3.80 in
the first six months of 2009, based on the average number of shares outstanding during the
period, an increase of 3.2% from NIS 3.69 in the first six months of 2008.

Funding and Investing Review

Cash flows generated from operating activities, net of cash flows used for investing
activities, totaled NIS 459 million in the first six months of 2009, a decrease of 26.4%
compared with NIS 624 million in the first six months of 2008. The decrease largely reflects
the increase of 53.4% in cash flows used for investing activities, from NIS 262 million in the
first six months of 2008 to NIS 402 million in the first six months of 2009. The increase in
cash flows used for investing activities was a result of both of an increase in investments in
fixed assets and the capitalization of handset sales costs under IFRS. Investments in tangible
fixed assets increased on a cash flow basis by 45% from NIS 218 million in - the first six
months of 2008 to NIS 317 million in the first six months of 2009 reflecting additional
investments in the new fixed line services and in our fiber optics network. The company's
guidance for the annual level of investment in tangible fixed assets remains unchanged.
Cash flows used for the acquisition of intangible assets increased from NIS 18 million in the
first six months of 2008 to NIS 121 million in the first six months of 2009 primarily as a
result of the capitalization of handset sales costs under IFRS.

Dividend

The Board has approved the distribution of a dividend for the second quarter of 2009
of NIS 1.49 per share (in total approximately NIS 230 million) to shareholders and ADS
holders of record on September 30, 2009. The dividend is expected to be paid on October 13,
2009. For the first six months of 2009, the dividend declared totaled NIS 467 million,
compared to NIS 395 million declared for the first six months of 2008, representing an
increase of approximately 18%. This increase is a result of the transition from US GAAP to
IFRS.

Operational Review

In the first six months of 2009, the Company added approximately 46,000 net new
subscribers to its subscriber base, to raise the active subscriber base to approximately
2,944,000 by the end of the period. The subscriber base includes approximately 2,174,000
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postpaid subscribers (73.8% of the base) and 770,000 prepaid subscribers (26.2% of the
base). The half-yearly churn rate decreased in the first six months of 2009 to 8.7% from
9.5% in the first six months of 2008. The half-yearly churn rate for the first six months of
2008 has been adjusted following a restatement in the third quarter of 2008 of approximately
10,000 subscribers effective from the end of the second quarter of 2008.

Approximately 1,102,000 subscribers were subscribed to the 3G network in the first
six months of 2009. Total market share at the end of the quarter is estimated to be
approximately 31.7%.

Average minutes of use per subscriber, or MOU, were 361 minutes in the first six
months of 2009, compared with 364 minutes in the first six months of 2008. The decrease is
driven by the effect of a special campaign in the first months of number portability at the
beginning of 2008 that offered new and upgrading subscribers a significant number of free
minutes for a period of 12 months. Excluding the impact of the free minutes, MOU would
have increased in the first six months of 2009 by approximately 1.5% compared with the first
six months of 2008, in line with previous expectations.

The average revenue per user, or ARPU, was NIS 148 in the first six months of 2009,
a decrease of approximately 5.1% from NIS 156 in the first six months of 2008. The
decrease primarily reflects lower roaming revenues, as well as the impact of lower voice
revenues resulting from the reduction in the billing interval and the reduction in interconnect
tariffs which went into effect on March 1, 2008. Content and data revenues for the first six
months of 2008 have been reclassified to conform to the current year presentation. We do
not consider these changes to be material.

Transition From US GAAP to IFRS

An explanation of how the transition from US GAAP to IFRS has affected the
Company's financial position and financial performance is set out in the following tables and
the notes that accompany the tables.

Exemptions from full retrospective application elected by the Company:
@ Fair value as deemed cost exemption

The Company has elected to measure property and equipment at fair value as at
January 1, 2008. See A Below.

2 Business combinations exemption

The Company has applied the business combinations exemption in IFRS 1. It has not
restated business combinations that took place prior to the January 1, 2008 transition
date.

The following adjustments relate to the effect of the transition to reporting under
IFRS, as issued by the International Accounting Standards Board, as do the explanations with
respect to these adjustments and with respect to the exemptions that the Company has elected
to apply upon the transition to the IFRS reporting regime. The adjustments are presented as
follows:

a. Adjustments to the consolidated statements of financial position as of
December 31, 2008.

b. Adjustments to the consolidated statements of income for the year ended
December 31, 2008.

C. Adjustments to certain equity items as of December 31, 2008.

d. The provision of explanations with respect to the above adjustments, together

with a description of the exemptions adopted by the Company under IFRS 1
during the course of the transition to the IFRS regime.
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Consolidated statement of financial position:
As of December 31, 2008

Reported Effect of
under transition to
US GAAP IFRS IFRS
(Audited) (Unaudited)
Note New Israeli Shekels in thousands
CURRENT ASSETS
Cash and cash equivalents 183,674 183,674
Trade receivables 1,103,007 1,103,007
Other receivables F 60,014 (28,276) 31,738
Inventories 124,766 124,766
Derivative financial instruments F 27,484 27,484
Deferred income taxes G 70,193 (70,193)
1,541,654 (70,985) 1,470,669

NON CURRENT ASSETS
Trade Receivables 417,516 417,516
Funds in respect of employee rights

upon retirement C 81,869 (81,869)
Property and equipment AE I 1,756,231 178,644 1,934,875
Licenses and other intangible assets B,D, 1,1 1,060,503 200,485 1,260,988
Deferred income taxes G 109,766 (29,037) 80,729
3,425,885 268,223 3,694,108
TOTAL ASSETS 4,967,539 197,238 5,164,777

28



Consolidated statement of financial position:

Note

As of December 31, 2008

Reported Effect of

under transition to
US GAAP IFRS IFRS
(Audited) (Unaudited)

New Israeli Shekels in thousands

CURRENT LIABILITIES

Current maturities of long-term
liabilities and short-term loans

Trade payables

Parent group - trade

Other liabilities

Derivative financial instruments

Income tax payable

IrITm
I

NON CURRENT LIABILITIES
Notes payable J
Liability for employee rights upon
retirement C

Asset retirement obligation E
Other liabilities E

TOTAL LIABILITIES

EQUITY
Share capital
Capital surplus B, K
Accumulated deficit
Treasury shares

Total Equity

TOTAL EQUITY AND LIABILITIES

Consolidated statement of income:

Note

567,315 567,315
818,960 818,960
4,454 4,454
343,030 (48,999) 294,031
6,096 6,996

42,003 42,003

1,733,759 1,733,759
1,624,727 (11,454) 1,613,273
147,724 (93,955) 53,769
22,741 22,741

22,022 (12,247) 9,775
1,794,473 (94,915) 1,699,558
3,528,232 (94,915) 3,433,317
1,578 1,578
2,570,366 (124,422) 2,445,944
(781,540) 416,575 (364,965)
(351,097) (351,097)
1,439,307 292,153 1,731,460
4,967,539 197,238 5,164,777

Year ended December 31, 2008

Reported Effect of

under transition to
US GAAP IFRS IFRS
(Audited) (Unaudited)

New lIsraeli shekels

In thousands, except per share data

Revenues
Cost of revenues A B, C

Gross Profit

Selling and marketing expenses
General and administrative expenses
Other income

o
O

Operating profit

Finance income

Finance expenses

Financing costs, net C,E,F L

Profit before income tax
Income tax expense A B,CEF
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6,302,195 6,302,195
4,051,769 (183,680) 3,868,089
2,250,426 183,680 2,434,106
389,289 (1,456) 387,833
255,939 27,930 283,869
64,028 64,028
1,605,198 221,234 1,826,432
36,976 36,976
221,150 221,150

157,939 (157,939)
1,447,259 194,999 1,642,258
395,780 48,748 444,528




Year ended December 31, 2008

Reported Effect of
under transition to
US GAAP IFRS IFRS
(Audited) (Unaudited)
New Israeli shekels
Note In thousands, except per share data
Profit for the period 1,051,479 146,251 1,197,730
Earnings per share
Basic 6.77 0.94 7.71
Diluted 6.73 0.92 7.65
Weighted average number
of shares outstanding
Basic 155,349,784 155,349,784
Diluted 156,347,843 172,005 156,519,848

Consolidated reconciliation of equity:

NIS in Thousands

Share Capital Accumulated Treasury
Note capital surplus deficit shares Total

As of December 31, 2008 Reported
under US GAAP (Audited) 1,578 2,570,366 (781,540) (351,097) 1,439,307

Effect of adjustments, net of tax for:

Options to employees K (259,763) 259,763
CPI adjustment - equity B 135,341 (135,341)
Property and equipment A 222,426 222,426
CPI adjustment- licenses B 38,305 38,305
Software adjustment B 28,558 28,558
Liability for employee rights
upon retirement C 8,972 8,972
Derivatives F (587) (587)
Asset retirement obligation E (5,521) (5,521)
As of December 31, 2008 under IFRS
(Unaudited) 1578 2,445,944 (364,965)  (351,097) 1,731,460

A Property and equipment

At the January 1, 2008 transition date, the Company chose to state the property and
equipment at their fair value and to determine that value as deemed cost, in
accordance with the exemption of IFRS 1. As part of the deemed cost, the company
made an estimation of the remaining useful life of each significant component of
property and equipment. Depreciation is calculated using the straight-line method for
each individual significant component of an item of property and equipment. See also
changes in property and equipment in respect of asset retirement obligation in E
below.

As a result, the property and equipment balance increased by NIS 298 million as at
December 31, 2008, while the deferred tax balance deriving from the differences in
the measurement of the property and equipment for tax purposes decreased compared
with the presentation of property and equipment for accounting purposes, by
approximately NIS 76 million at December 31, 2008. The accumulated deficit has
decreased at December 31, 2008 by such net amount.
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The deemed cost evaluation included lengthening of the estimated useful lives of the
property and equipment as follows:

Before After
evaluation evaluation
years

Communications network:

Physical layer and infrastructure 5-10 10-25

Other Communication network 5-10 3-15
Computers, hardware and software for

information systems 3-7 3-10
Office furniture and equipment 7-15 7-10
Optic fibers and related assets 10-15 7-25

As a result, the depreciation expenses for the year 2008 have decreased by NIS
188 million. As a result, the income tax increased by NIS 46 million for the year
ended December 31, 2008.

Inflation Adjustment

The value of non-monetary assets and equity items that were measured on the basis
of historical cost under US GAAP have been adjusted for changes in the general
purchasing power of the Israeli currency — NIS, based upon changes in the Israeli
Consumer Price Index ("CPI") until December 31, 2003; as until that date the Israeli
economy was considered hyperinflational according to IFRS, as a result:

1. Capital Surplus increased by NIS 135 million at December 31, 2008.

2. License intangible asset increased by NIS 51 million at December 31, 2008,
while the deferred tax balance deriving from the differences in its
measurement tax purposes decreased, by approximately NIS 13 million at
December 31, 2008. As a result, the cost of sales increased for the year ended
December 31, 2008 by NIS 4 million, and the income tax expense for the
year ended December 31, 2008 decreased by NIS 1 million.

3. Software intangible asset increased by NIS 38 million at December 31,
2008, while the deferred tax balance deriving from the differences in its
measurement tax purposes decreased by approximately NIS 10 million at
December 31, 2008. As a result, the cost of sales increased for the year ended
December 31, 2008 by NIS 4 million, and the income tax expense for the
year ended December 31, 2008 decreased by NIS 1 million.

Liability for employee rights upon retirement, net

Under US GAAP, the liability for severance pays for employees' rights upon
retirement was measured by multiplying the years of tenure by the last monthly
salary of the employee (i.e. one monthly salary for each year of tenure) at each
balance sheet date, and the amount funded for severance pay that has been
accumulated for this liability is measured based on redemption values at each balance
sheet date. In addition, under US GAAP, amounts funded with severance pay funds
were presented as long-term investments. Under IFRS, the liability for employee
rights upon retirement is computed under the provisions of IAS 19 Employee
benefits (hereafter — IAS 19). Under the provisions of IAS 19, the severance pay plan
of the Company considered "defined benefit plan” as detailed in 1AS 19. Hence, the
liability for employee rights upon retirement that arise from the plan is measured on
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an actuarial basis and takes into account, among other things, future salary rises and
turnover.

The actuarial calculations were performed by an external expert.

In addition, the amount funded is measured at its fair value. The said amounts
funded comprise "plan assets" as defined in IAS 19, and hence, were set off from the
liability for employee rights upon retirement for the purpose of statement of financial
position presentation.

As a result, the liability for employee rights upon retirement, before deduction of the
fair value of plan assets, decreased as of December 31, 2008 by NIS 12 million,
while the deferred tax balance decreased by approximately NIS 3 million at
December 31, 2008.

As a result, funds in respect of employee rights upon retirement in the amount of NIS
82 million were setoff against the liability for employee's rights upon retirement as of
December 31, 2008.

The Company elected as its accounting policy to recognize actuarial gains (loss)
arising from the valuation of the plan, according to IAS 19, on a current basis to
other comprehensive income.

Actuarial losses in the amounts of NIS 13 million, net of tax, for the year ended
December 31, 2008 were charged to equity.

Finance income in the amounts of NIS 11 million for the year ended December 31,
2008 were charged to statements of income. Cost of sales decreased for the year
ended December 31, 2008 by NIS 4 million. The income tax expense for the year
ended December 31, 2008 increased by NIS 4 million.

Licenses and other intangible assets

1. The values of the licenses and other intangible assets have been adjusted for
changes in the general purchasing power of the Israeli currency, see B above.

2. Under US GAAP, costs to acquire and to retain telecommunication
customers are expensed in the period incurred.

Under IFRS, costs to acquire or retain postpaid mobile telecommunication
customers, pursuant to a contract with early termination penalties are in some
cases capitalized if (1) such costs are identifiable and controlled; (2) it is
probable that future economic benefits will flow from the customers to the
Company; and (3) such costs can be measured reliably. Subsidies on
handsets sales, which are calculated by deducting the customer's payment
toward the handset from the cost of the handset, and sales commissions, are
included in the customer acquisition and retention costs. Capitalized
customer acquisition and retention costs are amortized over their expected
useful life which is not longer than their minimum enforceable period, which
is generally a period of 18 months, using the straight-line method. In the
event that a customer churns off the network within the period, any
unamortized customer acquisition or retention costs are written off in the
period in which the customer churns.

Accordingly, when handsets are sold to end customers for purpose of
acquiring new customers or retaining existing customers, the Company
subsidizes the sale of the handset by selling it at a price below its cost to
secure a fixed-term service contract. The handset sale is then treated as a
non-revenue-generating transaction and accordingly, no revenue is
recognized from these types of handset sales. As of 2009, the said costs
fulfill the above-mentioned conditions and therefore the subsidy, which
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represents the difference between the cost of the handset and the payment
received from the customer for the handset, is capitalized as an element of
customer acquisition and retention costs and included in intangible assets.

Costs to acquire pre-paid telecommunication customers are expensed in the
period incurred.

Asset Retirement Obligation

The Company recognizes a liability in respect of asset retirement obligation ("ARQ")
associated with the retirement of a tangible long-lived asset in the period in which it
is incurred and becomes determinable, with an offsetting increase in the carrying
amount of the associated asset. The cost of the tangible asset, including the initially
recognized ARO, is depreciated such that the cost of the ARO is recognized over the
useful life of the asset. Under US GAAP, the interest rate used for measuring
changes in the liability would be the credit-adjusted, risk-free rate that existed when
the liability, or portion thereof, was initially measured. Under IFRS, the Company
uses a pretax discount rate that reflects current market assessments of the time value
of money and the risks specific to the liability in accordance with IAS 37. The
application of the exemption of deemed-cost for property and equipment described in
note A above resulted that property and equipment were revalued to their fair values
at the January 1, 2008 transition date.

As a result, the provision for ARO increased by NIS 10 million as of December 31,
2008, while the deferred tax balance increased by NIS 2 million as of December 31,
2008.

Property and equipment increased during the year ended December 31, 2008 by NIS
3 million. Finance costs for the year ended December 31, 2008 increased by NIS 1
million.

Under US GAAP, the provisions were presented as part of other liabilities. Under
IFRS, the provisions are presented separately on the statement of financial position.
As a result, amounts in respect of ARO of NIS 23 million as of December 31, 2008
were presented separately.

Derivative financial instruments

US GAAP does not require bifurcation of a foreign currency embedded derivative if
payment is denominated in the local currency of a substantial party to the contract.
Under IFRS, bifurcation is not required also if payments are denominated in any
currency that is commonly used to purchase or sell such items in the economic
environment in which the transaction takes place. Until December 31 2006, Israel
was considered an economy in which the US dollar is "commonly used".
Accordingly there are some transactions in which foreign currency embedded
derivative was bifurcated under US GAAP but not under IFRS.

The effect of applying IFRS as of December 31, 2008, includes a decrease in current
derivative financial assets in the amount of NIS 1 million with corresponding amount
(net of tax) to accumulated deficit. As a result, the finance expenses for the year
ended December 31, 2008 increased by NIS 1 million.

Under US GAAP, derivative financial instruments were presented in the statement of
financial position within other receivables and other liabilities. Under IFRS, the
derivatives are financial instruments that are measured at fair value through profit
and loss and therefore are presented separately on the statement of financial position.
As a result, derivative financial assets in the amount of NIS 27 million as at
December 31, 2008, were presented separately; and derivative financial liabilities in
the amount of NIS 7 million as at December 31, 2008 were presented separately.
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Deferred Taxes

In accordance with US GAAP, deferred taxes were classified as current assets or
current liabilities and non-current assets or non-current liabilities according to the
classification of the assets or liabilities for which they were related. In accordance
with IFRS, deferred tax assets are classified as non-current assets or non-current
liabilities even if it is anticipated that they will be realized in the short-term. As a
result, short-term deferred tax assets as at December 31, 2008 in the amount of
NIS 70 million were reclassified from current assets to non-current assets.

The deferred tax asset as presented hereunder has changed based on the
aforementioned changes. The changes in the deferred taxes were calculated on the
basis of tax rates that are expected to be in effect when the temporary differences
reverse:

December 31,
Note 2008

NIS in Thousands

Deferred Taxes according to US GAAP

(Audited) 179,959
Property and equipment A (75,778)
CPI adjustment — licenses B (12,861)
Software adjustment B (9,519)
Liability for employee rights upon retirement  C (3,115)
Derivative financial instruments E 205
Asset retirement obligation D 1,838
Deferred taxes according to IFRS

(Unaudited) 80,729

Hereafter are additional differences between US GAAP and IFRS which relate to
presentation:

H.

Income tax payable

Under US GAAP, the income taxes payable has been presented under "other
accounts payable”. Pursuant to the provisions of IAS 1R - Presentation of Financial
Statements, income taxes payable are presented separately on the statement of
financial position. As a result, income tax payable in the amount of NIS 42 million as
at December 31, 2008 was presented separately.

Classification of Computer Software

Under US GAAP, computer software is classified within property and equipment.
Under IFRS, computer software and capitalized software development costs which
are not an integral part of the hardware attributed to them, are treated as intangible
assets. As a result, the carrying balance at December 31, 2008 of NIS 122 million,
relating to computer software and to capitalized software development costs, were
reclassified from the property, plant and equipment item to the intangible assets item.

Classification of Issuance costs relating to Notes payable

Under US GAAP, lIssuance costs relating to Notes payable were recognized as
deferred charges. Under IFRS, notes payable are presented net of the issuance costs.
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The balance which was reclassified in the statement of financial position as of
December 31, 2008 is NIS 11 million.

Share based compensation expenses

Under US GAAP, share based compensation expenses were charged to profit and
loss through corresponding increase to capital reserve. In accordance with IFRS, and
on the basis of the accounting policy applied by the Company, the Company has
reclassified this capital reserve to the accumulated deficit. As a result, the balance of
the capital reserve decreased as of December 31, 2008 in the amount of NIS 260
million, respectively, with against accumulated deficit.

Classification of Finance income and expenses

Under US GAAP, financial income and expenses included interest and exchange
differences, and fair value gains and losses on derivative financial instruments were
also presented in finance income or loss, at their net value, below the "operating
income" line item. Under IFRS, the Company presents interest income on long-term
receivables as part of normal operations in its statement of income under "other
income (expenses)” above "operating income” line item. Financial income and
expenses are presented in two different line items — finance income and expenses,
below the "operating income" line item.

As a result, finance income from sale of handsets in installments was reclassified
from finance income to other income in the amount of NIS 64 million for the year
ended December 31, 2008. Credit card commission expenses were reclassified from
finance expenses to general and administrative expenses in the amount of NIS 29
million for the year ended December 31, 2008.

According to US GAAP, financial income and expenses are presented net in the
income statement. According to IFRS, financial income is disclosed separately from
financial expenses in the income statement and accordingly, the Company separately
presented financial expenses and income.

Explanation of material adjustments to the statements of cash flow

1. Interest paid in the amount of NIS 92 million during the year 2008 that was
included in operating cashflows under US GAAP, was classified as financing
cash flows under IFRS.

2. Under US GAAP, deposits in funds in respect of employee rights upon
retirement were recognized as investing cash flows. Under IFRS, these
deposits are recognized as operating cashflows. As a result, an amount of
NIS (10) million for the year 2008 was reclassified from investing activity to
operating activity in the statements of cash flows.

3. Under US GAAP, funds paid or received from settlement of derivative
financial instruments are classified as operating activity. Under IFRS, these
amounts are classified under investing activities. As a result, amount of NIS
1 million, net, received from derivative financial instruments in the year
2008 were classified to investing activity.

Other comprehensive income

Under US GAAP, the Company had no comprehensive income components other
than net income. Therefore, no reconciliation has been presented.

Reclassifications

Certain comparative figures have been reclassified to conform to the current period
presentation. The change is immaterial.
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1.9 Summary Terms of the Offer

We may, from time to time, offer and sell the securities described below in one or
more offerings.

e Up to 20,000,000 ordinary shares of the Company, par value NIS 0.01 each;

e Up to NIS 2,000,000,000 aggregate principal amount of Series A Notes of the
Company;

e Up to NIS 1,552,000,000 aggregate principal amount of Series B Notes of the
Company;

e Up to 5 series of notes (Series C through G) of up to NIS 2,000,000,000 aggregate
principal amount for each series;

e Up to 3 series of notes (Series H through J), each convertible into ordinary shares of
the Company of up to NIS 2,000,000,000 aggregate principal amount for each series;

e Up to 6 series of warrants (Series 1 through 6) of up to 10,000,000 warrants in each
series, each warrant convertible into ordinary shares of the Company;

e Up to 6 series of warrants (Series 7 through 12 ) of up to 20,000,000 warrants in each
series, each warrant convertible into NIS 100 principal amount of notes of a series
from Series A, Series B, Series C through G, or Series H through J; and

e Up to 6 series of commercial paper (Series 1 through 6) of up to NIS 2,000,000,000
aggregate principal amount for each series.

In addition, we are listing NIS 448,000,000 principal amount of Series B Notes for
trading on the Tel Aviv Stock Exchange Ltd. ("TASE"), which listing will become effective
upon the filing of an applicable shelf offering report.

This prospectus provides you with a general description of the securities which we
may offer, except that a detailed description of our Series A Notes and our Series B Notes is
provided in this prospectus. Except as provided in the immediately succeeding sentence, each
time we sell securities we will provide the specific terms and initial public offering prices of
these securities in a supplemental shelf offering report. Through a supplemental shelf
offering report, in addition to the Series B Notes that we are listing, we may also list for trade
on the TASE one or more of the other securities described above that were not offered to the
public at the time of their issuance. The supplemental shelf offering report may also add,
update or change information contained in this prospectus. You should carefully read this
prospectus and any supplement together with additional information described below under
"1.42 Where You Can Find More Information" before purchasing any of our securities. We
will not use this prospectus to confirm sales of any securities that are being registered but not
offered under this prospectus, unless it is attached to a supplemental shelf offering report.

We may sell any combination of these securities in one or more offerings. We may
sell these securities to or through underwriters and also to other purchasers or through agents.
The names of any underwriters or agents will be stated in a supplemental shelf offering report.

1.10 Summary Consolidated Financial Data

The following table is a summary of our consolidated financial data. The summary
consolidated financial data for the years ended and as at December 31, 2006, 2007 and 2008
are derived from our financial statements incorporated by reference herein that have been
prepared in accordance with US GAAP and audited by Kesselman & Kesselman,
independent certified public accountants in Israel and a member of PricewaterhouseCoopers
International Limited. The summary consolidated financial data for the six months ended
June 30, 2008 and 2009 have been derived from our unaudited consolidated financial
statements incorporated by reference herein that have been prepared in accordance with
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IFRS as issued by the International Accounting Standards Board and have not been
reconciled from IFRS to US GAAP. For a description of the significant differences between
US GAAP and IFRS applicable to us, see "1.8 Recent Developments—Transition From US
GAAP to IFRS."

You should read this summary financial data together with our consolidated financial
statements and the notes to those statements, together with "Item 5. Operating and Financial
Review and Prospects” included in our 2008 20-F and our 2009 First Half Results
Announcement incorporated by reference herein. Results for the interim period presented are
not necessarily indicative of the results to be expected for the full year.

Year ended December 31,
2006 2007 2008

New Israeli Shekels in thousands
(except per share data)

Statement of Operations Data
In accordance with US GAAP
Revenues, net

SBIVICES....cviietirieteie sttt ne s 5,027,310 5,328,739 5,545,889
EQUIPMENT ...t 579,401 784,905 756,306
5,606,711 6,113,644 6,302,195

Cost of revenues

SBIVICES ...eivieiisie ettt 3,088,564 3,090,155 3,208,442

EQUIPMENT ...t 811,760 1,001,488 843,327

3,900,324 4,091,643 4,051,769

GrOSS PrOfit..cccvieeeieeeiscisee e 1,706,387 2,022,001 2,250,426

Selling and marketing EXPenses ..........ccocceerereenne 308,499 392,099 389,289

General and administrative EXpenses............c........ 184,072 230,937 255,939
Other iNCOME ......ccooviiieeeeec e
Operating profit 1,213,816 1,398,965 1,605,198
Financial expenses, Net .........c.ccoeveieiinenenenseee e 161,866 120,762 157,939
Loss on impairment of investments in non-marketable

SECUNTLIES .ot - - -
INncome Defore taX ......cocvevveveeiiiiie e, 1,051,950 1,278,203 1,447,259
TAX BXPENSES. ...ttt seesreens 370,675 338,417 395,780
Income before cumulative effect of a change in

accounting PrinCiples ..........c.ccueveevecveveeveceeeereeeennnns 681,275 939,786 1,051,479
Cumulative effect, at beginning of year, of a change in

accounting PrNCIPIES ........c.vvvvvveveeeereeeseeeeenias 1,012 - -
Net income for the year..........ccocooveieiiiciniierecee 682,287 939,786 1,051,479

Six months ended
June 30,

2008 2009
(unaudited)

New Israeli Shekels
in millions
(except per share data)

Statement of Operations Data
In accordance with IFRS
REVENUES.....coii ittt 3,120 2,926

COSE OF TEVENUES. ..ottt sttt srae s 1,950 1,770




Six months ended
June 30,

2008 2009

(unaudited)

New lIsraeli Shekels
in millions
(except per share data)

(€ 0TI o] (0] | OSSPSR

Selling and marketing EXPENSES .......ccvcviivererieieese e

General and administrative expenses

Other INCOME ..ottt ettt et e et e e saaesre e eaee s

Operating Profit........coooooiee e

Financial income
Finance expenses
Financial expenses, net

Profit before iNCOME taX.......ccvviiiiriiiecie e e
INCOME TAX EXPENSES ..v.vevverrrisiietetereseesssssesesesere e sessssesssesesassssssssesesesesesens

Profit for the Periof..........ccccoiiiiiiiineee e

In accordance with US GAAP

Earnings per ordinary share and per ADS

Basic:

Before cumulative effect........ccccocvveveeecicceiceececee
Cumulative effeCt........ccveveeiciiieecee e

Diluted:
Before cumulative effect
Cumulative effeCt........ccovviviiciiiiecee e

Weighted average number of shares Outstanding (in
thousands)
BaSIC: .

[ ][] C=To LSRR

Other Financial Data
Capital expenditures, Net.........ccocevvevieieiiiieseieeee e

EBITDA(L) ..ottt
Dividend per Share (2) ......ccccooerereneiniieneereeeeseee

Statement of Cash Flow Data
Net cash provided by operating activities ......................

Net cash (used in) investing activities...........c.cocveveiuenne
Net cash provided by (used in) financing activities .......

1,170 1,156
204 185
132 142

37 39
871 868
39 15
115 89
76 74
795 794
217 210
578 584

Year ended December 31,

2006

2007 2008

New Israeli Shekels in thousands
(except share and per share data)
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4.43 6.01 6.77
0.01 - -

4.44 6.01 6.77

4.40 5.96 6.73

0.01 - -

4.41 5.96 6.73
153,634 156,415 155,350
154,678 157,787 156,348
487,946 469,149 444,553
1,845,531 2,009,113 2,256,622
2.63 4.77 5.45
1,216,291 1,445,681 1,839,097
(441,508) (529,486) (530,828)
(701,244) (845,646) (1,272,601)



In accordance with IFRS

Earnings per ordinary share and per ADS

Six months
ended June 30,

2008 2009

(unaudited)

New Israeli Shekels

in millions

(except per share data)

2 T T [P 3.69 3.80
[ 1[0 (=T 3.66 3.79
Weighted average number of shares Outstanding (in thousands)
Basic 156,834 153,553
Diluted..... 158,136 154,288
Other Financial Data
Capital eXpenditures, NEL..........ccooi i 216 264
EBITDA(L) cveveteietiieteesieest ettt ettt a e nnenas 1,102 1,126
Dividend per share (2) 25 3.03
Statement of Cash Flow Data
Net cash provided by operating aCtivities ............coccoerereiiininienc e 886 861
Net cash used in iNVesting aCtiVities ..........ccoeiirieniieneeee e (262) (402)
Net cash used in financing aCtiVities.........c.ccoeiiiirieniieree e (741) (476)
As of December 31,
2006 2007 2008
New lIsraeli Shekels in thousands
(except share and per share data)
Balance Sheet Data
In accordance with US GAAP
[N =T 0] - IYC] £ 1,274,350 1,520,624 1,541,654
Investments and long-term receivables 355,489 535,421 499,385
FiXed aSSELS, NEL......cveeeieiie et 1,747,459 1,727,662 1,756,231
License and deferred charges, Net...........cccoevevirennenne. 1,247,084 1,153,926 1,060,503
Deferred iNCOME taXES ......covvicveeiiiieiecie et 76,139 93,745 109,766
TOtAl ASSELS...cviivieireieecre et 4,700,521 5,031,378 4,967,539
Current liabilities (3).....ccccevvivviieiiiereeec s 1,027,841 1,156,818 1,733,759
Long-term liabilities (3) ......cccoevevirereiiiieneeerce s 2,418,213 2,219,088 1,794,473
Total HabilItieS .....ccocoviiviiiiieccecece e 3,446,054 3,375,906 3,528,232
Shareholders' eqUItY .......cccovveveiiiiiiiiec e 1,254,467 1,655,472 1,439,307
Total liabilities and shareholders' equity..........c.cccvevee.. 4,700,521 5,031,378 4,967,539
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As of June 30,

2009
(unaudited)

Balance Sheet Data

In accordance with IFRS

CUITENT BSSEES ...tttk ettt etttk b bttt b et b et ekt b e r et n et 1,482
Trad FECRIVADIES ...ttt ettt st bt eseeneaneenea 440
Property and eQUIPIMENT .........ocoiiieiieie ettt se et b et be st e e e neene e 2,037
License and other intangible @SSELS ..........ooiieiiiiiiiree s 1,285
DETerred INCOME TAXES ....o.veveieiieieitirteet ettt bt bbbt bbb e e s ans 39
TOTAL ASSEES. .....vviiiietii ettt ettt e et e e s ea b e e e s b e e e s b bt e e e b b e e e e b e e e sb et e s ebb e e s abbeeeearraeaaae 5,283
CUrrent lADIIITIES (3) ..ot 2,042
Long-term Habilities (3) .....ooeoereieiiee b e 1,349
B o) = I L= o1 L <R PRTRTRT 3,391
SharehOldErs  EQUILY ......ccvviiiitiiicieee ettt sb e ene s 1,892
Total liabilities and shareh0olders' EQUILY .........ccooeririiirierereeees e 5,283

(D) EBITDA is a non-GAAP financial measure that represents earnings before interest,
taxes, depreciation and amortization. EBITDA is presented because it is a measure commonly
used in the telecommunications industry and is presented solely to enhance the understanding
of our operating results. EBITDA, however, should not be considered as an alternative to
operating income or income for the year as an indicator of our operating performance.
Similarly, EBITDA should not be considered as an alternative to cash flow from operating
activities as a measure of liquidity. EBITDA is not a measure of financial performance under
generally accepted accounting principles and may not be comparable to other similarly titled
measures for other companies. EBITDA may not be indicative of our historic operating
results nor is it meant to be predictive of potential future results. For a reconciliation of
EBITDA to operating cashflow, see below.

2 The dividend per share was calculated in respect of the period for which it was
announced.

3 See Notes 4, 5, and 6 to our audited consolidated financial statements incorporated
herein by reference for information regarding long-term liabilities and current maturities of
long-term bank loans.

Year ended December 31,

2006 2007 2008
In accordance with US GAAP New Israeli Shekels in thousands
Reconciliation Between Operating Cashflow and EBITDA
Net cash provided by operating activities ...................... 1,216,291 1,445,681 1,839,097
Liability for employee rights upon retirement................ (11,142) (18,580) (15,764)

Accrued interest, exchange and linkage differences on long-term liabilities
............................................................................... 4,646  (59,980)  (94,093)

Gain (loss) from assets in respect of severance pay funds 4,576 5,555  (16,215)
Increase (Decrease) in accounts receivable:

THAAR .ot 254,748 328,824 (47,218)
Oher (¥).cveei e 311,246 2,036  (12,715)

Decrease (Increase) in accounts payable and accruals:
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In accordance with US GAAP

Related parties
Other (*)

Decrease (Increase) in inVentories ..........ccoccceveevreneens

Decrease (Increase) in asset retirement obligation.........
Financial eXpenses (**).......cccovverernreienese e

EBITDA. ...

In accordance with IFRS

Reconciliation Between Operating Cashflow and EBITDA

Net cash provided by operating aCtivities ...........ccoceeerereinieii i
Liability for employee rights upon retirement............cccooeveiviiiieneienieinnns
Accrued interest, exchange and linkage differences on long-term liabilities

Increase (Decrease) in accounts receivable:

OBNEE (F) ettt et

Decrease (Increase) in accounts payable and accruals:

REIALEA PATIES. .....eeeeeeeeieeeete et e
(0] 11T o TSSOSO PRR
Decrease (INCrease) in iNVENTOTIES ........coceverieieieesese e
Decrease (Increase) in asset retirement obligation...........ccocoeviieviciiiiennns
Financial XPENSES (F*)....cviiiiiiie et
EBITDA. ... oottt ettt ettt ettt nenenas

*) Excluding provision for tax expenses.

(**)

costs.
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Year ended December 31,

2006

2007

2008

New Israeli Shekels in thousands

58,568 (100,817) (9,576)
(5,317) 12,425 (1,049)
(49,923) 275,732 475,851
(87,009) 9,299 (8,102)
(1,069) (528) (673)
149,916 109,466 147,079
1,845,531 2,009,113 2,256,622
Six months ended
June 30,
2008 2009
(unaudited)

New Israeli Shekels

in millions

(except per share data)

886

®)

(103)

(80)

87
4)

258
(16)

@
69

1,102

861

(71)

66
14

(22)

213
®)

69
1,126

Financial expenses excluding any charge for the amortization of deferred financial



1.11  Summary Operating Data

At June

At December 31, 30,
Industry Data 2006 2007 2008 2009
Estimated population of Israel (in 7.1 7.2 7.4 7.4
MIllIoNS) (1) .ovveeeeieeecee e,
Estimated mobile telephone 8.4 9.0 9.2 9.3
subscribers in Israel (in millions) (2).....
Estimated Israeli mobile telephone 118% 125% 125% 125%

penetration (3) ....ccccceevivevievie e

Six months ended

Year ended December 31, June 30,
2006 2007 2008 2008 2009

Partner Data
Subscribers (000's) (at period

end) (4) oeoeeeieiiereeee 2,668 2,860 2,898 2,846 2,944
Pre-paid subscribers (000's)

(at period end) (4)......cccvevnee. 781 792 745 721 770
Post-paid subscribers (000's)

(at period end) (4)......cccevene. 1,887 2,068 2,153 2,124 2,175
Share  of total Israeli

subscribers (at period end)

() I 31.7% 31.7% 31.4% 32% 31.7%
Average monthly usage per

subscriber (mins.) (6) ........... 311 336 365 368 364
Average monthly revenue per

subscriber including in

Roaming (NIS) (7) ...ccccevenee. 158 158 159 157 151
Churnrate (8) ..ccceovevvvrerieinne 15.6% 15.0% 17.8% 4.4% 3.9%

Estimated coverage of Israeli

population (at period end)

(9) e 97% 97% 98% 98% 98%
Number of employees (full

time equivalent) (at period

end) (10) ..o 3,714 4,130 4,671 4,273 5,446

@ The population estimates are as published by the Central Bureau of Statistics in Israel
as of June 30, 20009.

2 We have estimated the total number of Israeli cellular telephone subscribers from
information contained in published reports issued by, and public statements made by,
Pelephone Communications Ltd. ("Pelephone™) and Cellcom Israel Ltd. ("Cellcom™),
or by their shareholders, and from Partner subscriber data.

3 Total number of estimated Israeli cellular telephone subscribers expressed as a
percentage of the estimated population of Israel. The total number of estimated
cellular telephone subscribers includes dormant subscribers as well as other
subscribers who are not included in the Israeli population figures, such as
Palestinians, visitors, and foreign workers.
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(4)

®)

(6)

()

(8)

9)

(10)

In accordance with general practice in the cellular telephone industry, we use the term
"subscriber", unless the context otherwise requires, to indicate a telephone or a data or
video device, rather than either a bill-paying network customer, who may have a
number of telephones connected to the network, or a cellular telephone user who may
share a single telephone with a number of other users. "Subscriber” includes our pre-
paid customers. As of 2008, a prepaid subscriber is recognized as such only following
the actual use of his prepaid SIM card. Based on this new policy, in January 2008, we
reduced the number of reported prepaid subscribers by approximately 61,000.
Applying this policy retroactively, the increase in subscribers in 2008 was 3.5%.

References to the number of subscribers are stated net of subscribers who leave or are
disconnected from the network, or who have not generated revenue for the Company
for a period of over six consecutive months ending at a reporting date.

Total number of Partner subscribers expressed as a percentage of the estimated total
number of Israeli subscribers.

We have calculated our average monthly usage per subscriber by (i) dividing, for
each month in such period, the total number of minutes of usage, excluding in
roaming usage, during such month by the average of the number of our subscribers,
and (ii) dividing the sum of such results by the number of months in the relevant
period.

We have calculated Partner average monthly revenue per subscriber by (i) dividing,
for each month in the relevant year, the Partner revenue during the month, excluding
revenue from equipment sales and including revenue from foreign network operators
for calls made by their roaming customers while in Israel using our network, by the
average number of Partner subscribers during that month, and (ii) dividing the sum of
all such results by the number of months in the relevant period. Amounts for the years
ended December 31, 2006, 2007 and 2008 have been determined in accordance with
US GAAP. Amounts for the six months ended June 30, 2008 and 2009 have been
determined in accordance with IFRS.

We define the "churn rate” as the total number of subscribers who disconnect from
our network, either involuntarily or voluntarily, in a given period expressed as a
percentage of the average of the number of our subscribers at the beginning and end
of such period. Our churn rate includes subscribers who have not generated revenue
for us for a period of the last six consecutive months ending at a reporting date. This
includes subscribers who have generated minute revenues only from incoming calls
directed to their voice mail. Involuntary churn includes disconnections due to non-
payment of bills or suspected fraudulent use, and voluntary churn includes
disconnections due to subscribers terminating their use of our services.

We measure coverage using computerized models of our network, radio propagation
characteristics and topographic information to predict signal levels at two meters
above ground level in areas where we operate a network site. According to these
coverage results, we estimate the population serviced by our network and divide this
by the estimated total population of Israel. Population estimates are published by the
Central Bureau of Statistics in Israel.

A full-time employee is contracted to work a standard 186 hours per month. Part-time
employees are converted to full-time equivalents by dividing their contracted hours
per month by the full-time standard. The result is added to the number of full-time
employees to determine the number of employees on a full-time equivalent basis.
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Exchange Rate Data

The following table sets forth, for the years indicated, exchange rates between the
shekel and the US dollar, expressed as shekels per US dollar and based upon the daily
representative rate of exchange on the last day of each year as published by the Bank of Israel.

Year ended December 31,

2004 2005 2006 2007 2008
Average(1) 4.480 4.485 4.457 4.108 3.588
High 4.634 4.741 4.725 4.342 4.022
Low 4.308 4.299 4.176 3.830 3.230
End of period 4.308 4.603 4.225 3.846 3.802

(D) Calculated based on the average of the exchange rates on the last day of each month
during the relevant period.

February  March April May June July August
2009 2009 2009 2009 2009 2009 2009
High 4.191 4.245 4.256 4.169 4.005 3.987 3.931
Low 4.012 4.024 4.125 3.958 3.887 3.781 3.743

On August 31, 2009, the exchange rate was NIS 3.811 per US dollar as published by
the Bank of Israel.

1.12 Risk Factors

You should carefully consider all of the information contained in and incorporated
by reference into this prospectus and, in particular, the following risk factors and any risk
factors identified in any supplemental shelf offering report when deciding whether to invest
in the securities being offered. The risks and uncertainties described in the risk factors
below are not the only ones we face. Additional risks and uncertainties that we are not
aware of or that we currently believe are immaterial may also adversely affect our business,
financial condition, results of operations and our liquidity.

RISKS RELATING TO THE REGULATION OF OUR INDUSTRY

We operate in a highly regulated telecommunications market which limits our flexibility
in managing our business and may materially and adversely affect our business and
results of operations.

We are subject to government regulation regarding a broad range of issues in the
telecommunications industry, such as roaming charges, interconnect tariffs and other billing
and customer service matters; the construction and maintenance of antennas and other
network infrastructure; providing infrastructure access to existing or new telecommunications
services providers; frequency allocation; limitations or other constraints on the services and
products that we may sell; the terms and conditions of our subscriber agreements; and
obligations under our operating license. In addition, the Ministry of Communications has
announced its intention to increase competition in the cellular market by, among other
measures, providing mobile virtual network operator (MVNO) licenses, Worldwide
Interoperability for Microwave Access ("WiIMAX") licenses and/or other licenses, starting in
2009, for the use of our cellular network by other telecommunications services providers
using competing or complementary technologies, such as voice over broadband over cellular
(VoBoC), and, together with the Finance Ministry, has established an integrated tender
committee to allocate UMTS Frequency to an additional cellular operator in Israel.

As further described below, these regulations impose substantial limitations on our
flexibility in managing our business, may limit our ability to compete by, among other
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measures, limiting our ability to develop our network, or preferring new and/or small
competitors in the allocation of new frequencies, including those designated for the next
generation of cellular services, and may increase our costs, decrease our revenues and reduce
our ability to expand our business. As a result, industry regulation has had in the past, and
may in the future have, a material adverse effect on our business and results of operations. In
addition, new laws, regulations or government policies, or changes in current regulations, may
be adopted or implemented in a manner which damages our business and operating results,
and announcements by the government, telecommunications operators or others of changes or
other developments in applicable regulations may have a negative impact on the market value
of our shares.

Furthermore, defending ourselves against regulatory violations alleged by state
authorities or consumers has required, and may in the future require, substantial financial and
management resources. We may not always be successful in our defense, and should we be
found in violation of these regulations, we and our management may be subject to civil or
criminal penalties, including the loss of our operating license.

Recent and potential future regulation and negotiation of roaming tariffs, both within
Israel and elsewhere, may increase our roaming expenses and prevent us from raising
our tariffs. If we cannot obtain or maintain favorable roaming arrangements, our
services may be less attractive or less profitable.

The Ministry of Communications has declared its intention to evaluate roaming
charges and, since 2006, and more recently in November 2008 and February 2009, has
requested us to provide information regarding our roaming services. In addition, in August
2008, the government instructed the Ministry of Communications together with other
ministries to negotiate a reduction of inbound and outbound roaming tariffs with the European
Union ("EU") and/or members of the EU or countries frequently visited by Israelis, and to
consider other tools for reducing roaming charges. As a result of the Ministry of
Communications' evaluation, new regulations may be implemented that would limit fees
charged by Israeli cellular companies for calls made by foreign network operators' subscribers
while in Israel using our network, as well as for calls made by our own subscribers using their
handsets abroad.

Following European regulation of roaming tariffs in July 2007, which reduced tariffs
for calls made by members of the European Union among themselves, EU member operators
have raised roaming tariffs for calls to and from non-EU member operators, resulting in
higher roaming tariffs for our subscribers.

Because we consider roaming charges to be a significant source of revenue and
profits, if roaming tariffs are reduced as a result of the proposed negotiations or otherwise, if
additional EU member operators raise their tariffs, or if we are not able to raise our tariffs or
otherwise compensate for possibly higher roaming expenses, this could adversely affect our
profitability and results of operations.

We rely on agreements to provide roaming capability to our subscribers in many areas
outside Israel. However, we cannot control the quality of the service that other
telecommunication companies provide, and it may be inferior to our quality of service.
Equally, our subscribers may not be able to use some of the advanced features that they enjoy
when making calls on our network.

Some of our competitors may be able to obtain lower roaming rates than we obtain
because they may have larger call volumes, or because of their affiliations with other
international cellular operators. Competition is expected to intensify once Pelephone begins
providing a significant volume of roaming services through its new UMTS system. We are
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also subject to competition from service providers that provide alternative Roaming solutions.
These service providers use alternative technologies that bypass the existing method of
providing roaming services. Because these alternative roaming solutions have only recently
become available, we cannot yet judge the extent to which they will intensify competition.

If our competitors' providers can deliver a higher quality or a more cost effective
roaming service, then subscribers may migrate to those competitors and our results of
operations could be adversely affected. Further, we may not be able to compel providers to
participate in our technology migration and enhancement strategies. As a result, our ability to
implement technological innovations could be adversely affected if these overseas providers
are unable or unwilling to cooperate with the further development of our network or if they
cease to provide services comparable to those we offer on our network.

We have had difficulties obtaining some of the building and environmental permits
required for the erection and operation of our network sites, and some building and
environmental permits have not been applied for. These difficulties could have an
adverse effect on the coverage, quality and capacity of our network. Operating network
sites without building or other required permits may result in criminal or civil liability
to us or to our officers and directors.

Our ability to maintain and improve the extent, quality and capacity of our network
coverage depends in part on our ability to obtain appropriate sites and approvals to install our
network infrastructure, including network sites. The erection and operation of most of these
network sites require building permits from local or regional planning and building
authorities, as well as a number of additional permits from other governmental and regulatory
authorities. In addition, as part of our UMTS network build-out, we are erecting additional
network sites and making modifications to our existing network sites, for which we may be
required to obtain new consents and approvals.

For the reasons described in further detail below, we have had difficulties obtaining
some of the building and environmental permits required for the erection and operation of our
network sites. As of June 30, 2009, less than 10% of our network sites were operating without
local building permits or applicable exemptions. A portion of these sites are microsites whose
removal or repositioning would involve relatively low costs and little change in our network
capacity.

Network site operation without required permits has in some cases resulted in the
filing of criminal charges and civil proceedings against us and our officers and directors, and
monetary penalties against the Company, as well as demolition orders. We may face
additional demolition orders, monetary penalties and criminal charges. The prosecutor's office
has set up a national unit to enforce planning and building laws. The unit has stiffened the
punishments regarding violations of planning and building laws, particularly against
commercial companies and its directors. If we continue to experience difficulty in obtaining
approvals for the erection and operation of network sites and other network infrastructure, this
could have an adverse effect on the extent, quality and capacity of our network coverage and
on our ability to continue to market our products and services effectively. In addition, as we
grow our subscriber base and seek to improve the range and quality of our services, we need
to further expand our network, and difficulties in obtaining required permits may delay,
increase the costs or prevent us from achieving these goals in full. Our inability to resolve
these issues in a timely manner could also prevent us from achieving or maintaining the
network coverage and quality requirements contained in our license.

Uncertainties under National Building Plan 36. Since June 2002, following the

approval of the National Building Plan 36 (the "Plan"), which regulates network site
construction and operation, building permits for our network sites (where required) have been
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issued in reliance on the Plan. Several local planning and building authorities have questioned
the ability of Israeli cellular operators to receive building permits, in reliance on the Plan, for
network sites operating in frequencies not specifically detailed in the frequency charts
attached to the Plan. In a number of cases, these authorities have refused to grant building
permits for 3G network sites, claiming that 3G frequencies are not included in the Plan. There
has been no judicial ruling at this stage. However, a class action was filed against us as well
as other cellular operators with a request for the revocation of the building permits given to
the 3G network sites.

The Plan is in the process of being changed. Current proposed changes impose
additional restrictions and/or requirements on the construction and operation of network sites
and could, if adopted, harm our ability to construct new network sites, make the process of
obtaining building permits for the construction and operation of network sites more
cumbersome and costly and may delay the future deployment of our network.

Uncertainties regarding the validity of exemptions for wireless access devices. In
addition, we have set up several hundred small communications devices, called wireless
access devices, pursuant to a provision in the Communications Law (Telecommunications and
Broadcasting), 1982, which exempts such devices from the need to obtain a building permit.
A claim was raised that the exemption does not apply to cellular communications devices and
the matter reached first instance courts a number of times, resulting in conflicting decisions.
This claim is included in an application to certify a class action filed against the three
principal cellular telephone operators. Recently, a district court ruling adopted the position
that the exemption does not apply to wireless access devices. We, as well as our competitors,
filed a request to appeal this ruling to the Supreme Court. In addition, recently a district court
ruled against one of our competitors and adopted the position that a rooftop for wireless
access device installation must be the highest rooftop of the building and cannot be located at
the same level as a residence or other building that is regularly frequented by people. We
currently have wireless access devices that do not fulfill this ruling. In addition, in May 2008,
the Attorney General filed an opinion regarding this matter stating that the exemption does
apply to wireless radio access devices under certain conditions and recommended that an
inter-ministry committee be established to examine the appropriateness of future applications
of the exemption to wireless access devices given the changed circumstances since the
enactment of the exemption.

On June 25, 2009, the inter-ministry committee (which was established following the
Attorney General's recommendation and includes the Ministry of Interior, the Ministry of
Environmental Protection and the Ministry of Communications) published its conclusions in a
report. The Ministry of Interior and the Ministry of Environmental Protection concluded that
there is no justification for the continuation of the exemption from obtaining building permits
for installations of wireless access devices, and accordingly recommended that the exemption
be cancelled with respect to future wireless access devices within six months from the date of
publication of the report. However, the Ministry of Communications concluded that there is a
justification for continuing to apply the exemption from obtaining building permits for
wireless access devices and recommended that the justification be examined once again after
a time period of between one to two years from the date of approval of the proposed changes
to National Building Plan 36. The recommendations of the inter-ministry committee were
conveyed to the Attorney General who is required to determine his position on the matter, in
light of the recommendations.

In July 2008, a petition was filed with the High Court of Justice against the Attorney
General's opinion seeking to annul the Attorney General's opinion. The petitioners claimed
that the exemption from obtaining building permits for wireless access devices, does not
apply to cellular devices. The Supreme Court has not yet ruled on this matter. A new petition
was filed with the High Court of Justice in June 2009 against the Attorney General's opinion.
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Should a definitive judgment hold that the exemption does not apply to cellular devices, we
may be required to remove the existing devices and would not be able to install new devices
on the basis of the exemption. As a result, our network capacity would be negatively
impacted, which could have an adverse effect on our revenue and results of operations.

In addition, in February 2009, non-ionizing radiation regulations that were
promulgated pursuant to the Non-lonizing Radiation Law, 2006, entered into effect. As a
result of a disagreement between the government and the Interior and Environmental
Protection Committee of the Knesset, a chapter regarding ranges of safety from radiation
sources and levels of maximum allowable exposure to radio frequencies, was not included in
these regulations.

However, the Minister of Environmental Protection has recently proposed a chapter
of regulations regarding ranges of safety from radiation sources and levels of maximum
allowable exposure to radio frequencies to the Minister of Communications. This chapter
includes a prohibition on placing devices on balconies and inside residential apartments. We
believe that these regulations have been proposed in order to diminish the ability of cellular
operators to install wireless access devices in compliance with the existing exemption from
obtaining building permits for such devices. Should the current regulations in their present
version be approved, we and other Israeli cellular operators would no longer be able to install
additional wireless access devices on balconies.

See also "Difficulties in obtaining environmental permits” below for further risks in
connection with wireless access devices.

Uncertainties regarding requirements for repeaters and other small devices. We, like
the other cellular telephone operators in Israel, provide repeaters, also known as bi-directional
amplifiers, to subscribers seeking an interim solution to weak signal reception 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, we have not
requested permits under the Planning and Building Law for the repeaters. However, we have
received an approval to connect the repeaters to our communications network from the
Ministry of Communications and have received from the Ministry of the Environment permit
types for all our repeaters. If the local planning and building authorities determine that
permits are necessary for the installation of these devices, or any other receptors that we
believe do not require a building permit, it could have a negative impact on our ability to
obtain permits for our repeaters.

In addition, we construct and operate microwave links as part of our transmission
network. The various types of microwave links receive permits from the Ministry of the
Environment in respect of their radiation level. Based on an exemption in the
Telecommunications Law, we believe that building permits are not required for the
installation of most of these microwave links on rooftops, but to the best of our knowledge,
there is not yet a determinative ruling on this issue by the Israeli courts. If the courts
determine that building permits are necessary for the installation of these sites, it could have a
negative impact on our ability to obtain environmental permits for these sites and to deploy
additional microwave links, and could hinder the coverage, quality and capacity of our
transmission network and our ability to continue to market our transmission services
effectively.

Difficulties in obtaining environmental permits. The Non-lonizing Radiation law,
2006, most of which entered into effect on January 1, 2007, defines the various powers of the
Ministry of the Environment as they relate, among other matters, to the granting of permits
for network sites. Pursuant to this law, the Ministry of the Environment will grant an
operating permit for a site only if a building permit has been properly obtained for such site.
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In October 2007, the Commissioner of Environmental Protection took the position that he will
not grant and/or renew operating permits to wireless access devices, where the local planning
and building committee's engineer objected to our reliance upon the exemption for wireless
access devices described above. Operating a network site or a facility without an operating
permit could subject us and our officers and directors to criminal, administrative and civil
liability.

In connection with some building permits, we may also be required to indemnify
planning committees in respect of claims against them relating to the depreciation of
property values that result from the granting of permits for network sites.

Under the Planning and Building Law, 1965, local planning committees may be held
liable for the depreciation of the value of nearby properties as a result of approving a building
plan. Under the Non-lonizing Radiation Law, 2006, the National Council for Planning and
Building requires indemnification undertakings from cellular companies as a precondition for
obtaining a building permit for new or existing network sites. The National Council has
decided that until the Plan is amended to reflect a different indemnification amount, cellular
companies will be required to undertake to indemnify the committees in full against all losses
resulting from claims against a committee for reductions in property values. We do not know
when the Plan will be amended, or whether it will require full indemnification.

As of June 30, 2009, we have provided local authorities with 328 indemnification
undertakings. These indemnifications expose us to risks which are difficult to quantify or
mitigate and which may have a material adverse effect on our financial conditions and results
of operations, if we are required to make substantial payments in connection therewith.

In addition, the requirement to provide indemnification in connection with new
building permits may impede our ability to obtain building permits for existing network sites
or to expand our network with the erection of new network sites. The indemnification
requirement may also cause us to change the location of our network sites to less suitable
locations or to dismantle existing network sites, which may have an adverse effect on the
extent, quality and capacity of our network coverage.

Two further developments regarding this issue may also have a material adverse
effect on our operating results:

There have been a number of attempts by local planning committees to join cellular
telephone operators as defendants in claims against such committees for the depreciation in
value of nearby properties as a result of the erection of network sites. If the local planning
committees succeed in including cellular phone operators in these actions, it may expose us to
significant liability and have a material adverse effect on our financial condition and results of
operation.

In February 2007, the lIsraeli Minister of Interior Affairs extended the limitation
period within which depreciation claims may be brought under the Planning and Building
Law from three years from approval of the building plan to the later of one year from
receiving a building permit for a network site under the Plan and six months from the
construction of a network site. The Minister retains the general authority to extend such
period further. This extension of the limitation period increases our potential exposure to
depreciation claims.

We may be required in the future to offer access to our network infrastructure to other
operators, which may enable new competitors, such as MVNOs, to enter the market,
reduce our ability to provide services to our subscribers and negatively affect our
operating results.
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Under both the Communications Law (Telecommunications and Broadcasting), 1982,
and our operating license, the Ministry of Communications has the power to require us, like
the other telephone operators in Israel, to offer access to our network infrastructure to other
operators. The Grunau Committee, a public commission appointed by the Ministry of
Communications to review various issues in the Israeli communications market, published its
recommendations in March 2008, and recommended accelerating the regulatory process
required for the entry of MVNOSs into the mobile telecommunications market. In August
2008, the Ministry of Communications adopted most of the committee's recommendations
and in January 2009 began conducting hearings regarding the draft MVVNO license and
regulations.

In July 2009, the Financial Arrangements law was adopted by the Knesset, the Israeli
parliament, which includes an amendment of the Communications Law (Telecommunications
and Broadcasting), 1982 regarding the entry of MVVNOs into the mobile telecommunications
market. The amendment authorizes the Minister of Communications to grant an MVNO
license and sets out the Minister of Communications' obligation to determine the terms of
granting an MVNO license by October 1, 2009. According to the amendment, in case the
MVNO does not reach a commercial agreement with a mobile telephone operator within six
months of its application, and if the Minister of Communications and the Minister of Finance
are convinced that the terms of use that the mobile telephone operator has requested are
unreasonable, then the Minister of Communications will instruct the mobile telephone
operator to allow the MVNO to use their network and shall set the fees and terms of use.

The 2009 Financial Arrangements Law will significantly lower the entry barriers for
potential new competitors and increase the likelihood of additional new competitors entering
the mobile telephone market in Israel. Our capacity is limited, and if we are required to
allocate capacity to other operators, the services to our subscribers may be harmed or we may
be required to invest additional capital in order to enable additional use of our network. If we
fail to agree with new operators that are given access to our network regarding the tariffs and
additional conditions for the usage of our infrastructure, the Ministry of Communications may
impose tariffs as well as the terms and conditions of such usage. If the Ministry of
Communications sets those tariffs too low, this may adversely affect our financial condition.
In addition, operators, such as MVVNQOs, might offer mobile telecommunication services to our
current customers at prices that are lower than our prices, thereby reducing our market share
and/or causing price erosion and adversely affecting our financial results and condition.

We may be required to terminate the use of certain spectrum or to share with another
operator some of the spectrum we are currently using on an exclusive basis, or to pay
additional fees for the use of our current spectrum. These requirements may adversely
affect our network quality and capacity as well as our results of operations.

The Ministry of Communications is conducting a hearing regarding our use of
spectrum which was initially allocated for the use of a Palestinian mobile operator in the
Palestinian Authority administered areas of the West Bank and Gaza Strip (the "Palestinian
Administered Areas™). Our use of this spectrum is based on an agreement with the
Palestinian mobile operator. The agreement was endorsed by both the Israeli and the
Palestinian Ministries of Communications.

Although we believe that we are entitled to use this spectrum and that we are paying
the required consideration for the use of all our existing spectrum, including this spectrum, the
result of such a hearing might be a requirement by the Ministry of Communications to
terminate the use of that spectrum and/or to pay an additional substantial fee for the use made
of that spectrum.
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In addition, there are demands from different third parties to rearrange the current
spectrum allocation in Israel and the Palestinian Administered Areas, particularly the 900
Mhz frequencies, and also to allocate additional frequencies for the use of other mobile
operators in the Palestinian Administered Areas. There are also demands to allocate
additional frequencies for mobile operators, including WiMAX operators, which we may
need for our next generation GSM technology. Some of these frequencies have already been
allocated to third parties. If such frequencies are not available to us in the future, it may harm
our ability to migrate to the next generation of GSM technology, such as LTE.

Also, if such a frequency rearrangement takes place, then the spectrum that has been
allocated to us for use on an exclusive basis may also be allocated to another operator in the
Palestinian Administered Areas, or we may be required to terminate the use of part of our
existing spectrum, which might be replaced by an allocation of a new band of spectrum that
may be of inferior quality.

We have been notified by the Civil Administration in Judea and Samaria of its
intention to implement a change in the allocation of some of the spectrum previously
allocated to us for our use in the West Bank. The Administration clarified that following the
implementation of the change in the allocation of this spectrum, the authorities will consider
allocating other spectrum for our use in the West Bank as well as additional spectrum for our
use in lIsrael. We cannot assure you that this spectrum will be allocated to us or, if it is
allocated to us, that it will be of a comparable quality. Until we receive further details
regarding this allocation of spectrum, we are unable to evaluate the impact that the intended
change in spectrum allocation will have on our business or our results of operations.

If we were to be prevented from using an additional portion of our existing spectrum,
or if alternative equivalent spectrum are not allocated to us, or if we were to be required to
share some of our spectrum or to pay significant additional amounts for use of our existing
spectrum, this could have a material adverse effect on our operations and profitability.

We can only operate our business for as long as we have a license from the Ministry of
Communications.

We conduct our operations primarily pursuant to a general mobile telephone license
granted to us by the Ministry of Communications on April 7, 1998. Our license is valid until
February 2022. Our license may be extended for an additional six-year period upon our
request to the Ministry of Communications and confirmation from the Ministry that we have
met certain performance requirements. We may request renewal of our license for successive
six-year periods thereafter, subject to regulatory approval. We cannot be certain that our
license will not be revoked, will be extended when necessary, or, if extended, on what terms
an extension may be granted.

Furthermore, although we believe that we are currently in compliance with all
material requirements of our license, the interpretation and application of the technical
standards used to measure these requirements, including the requirements regarding
population coverage and minimum quality standards, and other license provisions may not be
certain, and disagreements have arisen and may arise in the future between the Ministry of
Communications and us. As indicated above, difficulties in connection with obtaining
building and other permits required for our network infrastructure may prevent us from
achieving or maintaining the network coverage and quality requirements contained in our
license. We have provided a bank guarantee to the Ministry of Communications in the amount
of US$10 million to guarantee our performance under our license. If we are found to be in
material breach of our license, the guarantee may be forfeited and our license may be
revoked. In addition, the Ministry of Communications is authorized to levy significant fines
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on us for breaches of our license which could have a material adverse effect on our financial
condition or results of operations.

Our business and operating results have been adversely affected by reductions in call
and SMS interconnect tariffs imposed by the Ministry of Communications, and may be
further adversely affected by future regulatory developments in these areas. We may be
subject to sanctions or claims in connection with these regulatory developments.

The Ministry of Communications has lowered mandated call interconnect tariffs and
SMS interconnect tariffs from the beginning of 2005 to March 2008. Although we have
implemented cost-cutting measures as well as price increases and repackaging of our tariff
plans in response to these tariff reductions, the regulatory changes imposing interconnect
tariff reductions negatively impacted our revenues and profits.

Interconnect tariffs — further possible regulatory developments. The Ministry of
Communications is currently examining interconnect tariffs and has hired an external
consulting firm for this purpose. As a result, the Ministry of Communications may further
reduce these tariffs, which may adversely affect our revenues and profits. A publicly
appointed commission (the Grunau Committee) recommended the further examination of this
issue, and, in addition, the Ministry of Communications has indicated that it intends to start
implementing a process to unify rates for calls terminating both on and off an operator's
network, which may limit or eliminate our ability to pass on to our customers the charges we
bear when our customers' calls must be transmitted into the network of another
telecommunications services provider in order to reach the intended party. Preliminary
hearings with cellular operators in Israel on this matter commenced in August 2005, but have
been suspended and might be resumed in the future. This change in regulations, if
implemented, could adversely affect our revenues and profits.

SMS tariffs — further possible regulatory developments. In 2005, our license was
amended to regulate charging for SMS messages sent outside our network. Due to
technological difficulties encountered by our competitors and us in fully complying with this
amendment, we may face claims, under one interpretation of the amendment, of not having
implemented the amendment with respect to SMS messages sent to subscribers of two other
Israeli cellular operators. We have notified the Ministry of Communications of the difficulty.
The Ministry has proposed an amendment to our license, but we are uncertain as to the
effectiveness of the amendment in resolving the difficulty. Until such time as the cellular
operators develop the necessary interfaces or our license is amended, we may be exposed, to
substantial sanctions and legal claims for violation of our license.

Our mobile telephone license imposes certain obligations on our shareholders and
restrictions on who can own our shares. Ensuring compliance with these obligations and
restrictions may be outside our control, but if the obligations or restrictions are not
respected by our shareholders, we could lose our license.

As with other companies engaged in the telecommunications business in Israel, our
license requires that a minimum economic and voting interest in, and other defined means of
control of, our company be held by Israeli citizens and residents or entities under their
control. If this requirement were not complied with, we could be found to be in breach of our
license, even though ensuring compliance with this restriction may be outside our control.

The Ministry of Communications amended our license effective April 14, 2005,
reducing the required holdings by Israeli citizens and residents from 20% to 5%, which must
be held by our founding shareholders who are Israeli entities or their approved substitutes.
The amendment also requires that these shareholders appoint at least 10% of our board of
directors. In 2006, our founding Israeli shareholders sold substantially all of their shares in the
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Company to Israeli institutional investors, who are approved substitutes. If our shareholders
do not respect these conditions, we may be found to be in violation of our license.

In addition, no transfer or acquisition of 10% or more of any of such means of
control, or the acquisition of control of our company, may be made without the consent of the
Ministry of Communications. Our license also restricts cross-ownership and cross-control
among competing mobile telephone operators, including the ownership of 5% or more of the
means of control of both our company and a competing operator, without the consent of the
Ministry of Communications, which may limit certain persons from acquiring our shares.
Shareholdings in breach of these limits relating to transfers or acquisitions of means of control
or control of Partner could result in two consequences. First, the shares that are in excess of
the limits will be converted into "dormant™ shares, with no rights other than the right to
receive dividends or other distributions to shareholders, and to participate in rights offerings
until such time as the consent of the Ministry of Communications has been obtained. Second,
the breach of the limits could result in the revocation of our license.

The Ministry of Communications has recently amended the licenses of all Israeli cellular
operators, including us. We have not yet determined the impact that these amendments
will have on our business.

Following a lengthy hearing process, the Ministry of Communications has amended
the license of each Israeli cellular operator in a manner that will prohibit the operator, as of
November 1, 2009, from linking the sale of handsets to the provision of various benefits to
consumers, including air time credit. These amendments will also allow customers that
purchased their handset from another supplier to enjoy the same benefits as those provided to
customers who purchased their handset from a cellular operator. We are currently evaluating
the impact that these amendments will have on our business and therefore cannot assure you
that they will not adversely affect our results of operations.

We may be adversely affected by regulatory developments relating to number
portability.

In March 2005, the Telecommunications Law was amended to require the Minister of
Communications to implement a mobile number portability plan by September 2006. The
number portability plan permits subscribers in Israel to change their service provider to
another service provider while retaining the same telephone number. The mandated number
portability plan was launched by all telecommunications operators in December 2007. As a
result of the removal of the barrier to switching operators, all telecommunication operators
experienced an increase in customer Churn in 2008. Our churn rate increased from 15% in
2007 to 17.8% in 2008. We expect the Churn rate to remain higher as a result of both the
change in regulations and increased market competition.

In addition, the Ministry of Communications has notified us, as well as the other
operators, that it is considering imposing monetary sanctions on relevant telecommunication
license holders, including us, in accordance with the Telecommunications Law for alleged
violation of the obligation to implement number portability by September 2006. We
submitted our position to the Ministry stating that the delay was a result of the Ministry's
failure to adequately plan and design the number portability plan. As a result of this dispute,
we may be exposed to substantial monetary sanctions and further legal claims.

RISKS RELATING TO OUR BUSINESS OPERATIONS
Actual and alleged health risks related to network sites and the use of mobile

telecommunications devices, including handsets, could have a material adverse effect on
our business, operations and financial condition.
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A number of studies have been conducted to examine the health effects of wireless
phone use and network sites, and some of these studies have been construed as indicating that
radiation from wireless phone use causes adverse health effects. Media reports have suggested
that radio frequency emissions from network sites, wireless handsets and other mobile
telecommunication devices may raise various health concerns. While, to the best of our
knowledge, the handsets that we market comply with the applicable laws that relate to
acceptable Specific Absorption Rate ("SAR") levels, we rely on the SAR levels published by
the manufacturers of these handsets and do not perform independent inspections of the SAR
levels of these handsets. As the manufacturers' approvals refer to a prototype handset, we
have no information as to the actual level of SAR of the handsets along the lifecycle of the
handsets, including in the case of repaired handsets. Furthermore, our network sites comply
with the International Council on Non-lonizing Radiation Protection standard, a part of the
World Health Organization, which has been adopted by the Israeli Ministry of Environment.

Several lawsuits have been filed outside of Israel against operators and other
participants in the wireless industry alleging adverse health effects and other claims relating
to radio frequency transmissions to and from sites, handsets and other mobile
telecommunications devices, including one lawsuit against us and two other cellular
telecommunication companies with respect to cell sites allegedly causing environmental
damage. We may be subject to additional future litigation relating to these health concerns.

Recently, a municipal court ruled against one of our competitors, stating that there is
no need for the standard burden of proof to prove damages from a cellular network site, and
that under certain circumstances it would be sufficient to prove the possibility of damage in
order to transfer the burden of proof to the cellular companies. Although we were not a party
to this proceeding, such rulings could have an adverse affect on our ability to contend with
claims of health damages as a result of the erection of network sites.

The Ministry of Health published in July 2008 recommendations regarding
precautionary measures when using cellular handsets. The Ministry of Health indicated that
although the findings of an international study on whether cellular phone usage increases the
risk of developing certain tumors were not yet finalized, partial results of several of the
studies were published, and while these studies did not demonstrate a connection between
cellular phone exposure and tumor growth, a relationship between prolonged cellular phone
usage and tumor development was observed in some of these studies. These recent studies, as
well as the precautionary recommendations published by the Ministry of Health, have
increased concerns of the Israeli public.

The perception of increased health risks related to network sites may cause us
increased difficulty in obtaining leases for new network site locations or renewing leases for
existing locations or otherwise to install mobile telecommunication devices. If it is ever
determined that health risks existed or that there was a deviation from radiation standards
which would result in a health risk from sites, other telecommunication devices or handsets,
this would have a material adverse effect on our business, operations and financial condition,
including through exposure to potential liability, a reduction in subscribers and reduced usage
per subscriber. Furthermore, we do not expect to be able to obtain insurance with respect to
such liability.

Competition from existing telecommunications providers, and potential changes in the
competitive environment and communications technologies, may cause an increase in
subscriber acquisition and retention costs or a decrease in tariffs and may reduce our
market share and increase our churn rate, all of which could adversely affect our
business and results of operations.
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Competition with existing cellular service providers. We compete primarily with
Cellcom, Pelephone and MIRS, the other cellular telephone network operators in Israel.

Cellcom is an Israeli corporation that is part of the IDB group, a large Israeli holding
company which is also active in diversified businesses with holdings in subsidiary companies
that operate in many different markets in Israel. Cellcom is also active in the Israeli
communications market providing high speed Internet, international telephone services and
wireline and land-line communications services. Due to the IDB group's strong position in
Israel, we believe that in some cases we have experienced and may further experience the loss
of business subscribers who are affiliates of the IDB group or do business with the IDB
group, and who transfer their cellular business to Cellcom. In 2006, Cellcom expanded its
UMTS/HSDPA and in 2008 launched its High Speed Uplink Packet Access ("HSUPA™)
service, which may increase competition in this market segment.

Pelephone, which initially was a non-GSM operator, has used CDMA-1x RTT, and is
an Evolution Data Optimized operator, launched in early 2009 its new UMTS/HSXPA
network. Pelephone's new network may strengthen Pelephone's position among the other
UMTS operators by offering roaming services and popular handsets.

In June 2009, Motorola announced its intention to sell MIRS, its wholly-owned
subsidiary.

Introduction of additional UMTS/HSXPA technology may increase the competition
level in the mobile market affecting our Churn rates, customer retention costs and Roaming
revenues.

Because of the ease of switching between mobile operators, particularly following the
introduction of the number portability plan, we have already faced and may continue to face
an increase in our churn rate. Like us, all telecommunication operators experienced an
increase in customer churn in 2008. Our churn rate increased from 15% annual churn rate in
2007 to 17.8% in 2008. The increase of our churn rate may require us to increase our
customer retention costs in order to retain our subscribers.

We are also subject to competition from service providers that provide alternative
roaming solutions. These service providers use alternative technologies that bypass the
existing method of providing roaming services. Because these alternative roaming solutions
have only recently become available, we cannot yet judge the extent to which they will
intensify competition.

Ministry studies to introduce new competitors and enhance competition. In 2007, the
Ministry of Communications engaged NERA, an international consulting firm, to review the
level of competition in Israel's mobile market and to review whether to allow the entry of new
operators, including MVNO operators, into the Israeli telecommunications market. Based on
the findings of their review, the Ministry of Communications has begun conducting hearings
regarding a draft MVNO license and regulations. In addition, the Ministry of
Communications has announced its intention to increase competition in the cellular market by
providing WiMAX licenses and/or other licenses starting in 2009 for the use of our cellular
network by other telecommunications services providers using competing or complementary
technologies, such as VoBoC.

In March 2008, the Grunau Committee, a public commission appointed in 2006 by
the Ministry of Communications to review various issues in the Israeli communications
market, published its recommendations which included: to accelerate the procedures
necessary to allow the entry of MVVNOs and additional infrastructure-based operators to the
mobile market; to publish a WiMAX frequencies tender for mobile use; to examine
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interconnect fees and further revise them accordingly, during 2009; to regulate charges for
cellular-originated international calls and, subject to such regulation, to allow cellular
operators to enter the international long distance market; and to prohibit a linkage between a
cellular services transaction and a handset purchase transaction. The commission further
recommended the unbundling of Bezeq's network to be followed by reducing some of the
restrictions with respect to offering integrated packages of services currently imposed on
Bezeq and its subsidiaries. In August 2008, the Ministry of Communications adopted most of
the recommendations of the Grunau Committee. In addition, the Ministry of Communications
is currently conducting a hearing in order to enable Bezeq's subsidiaries to market, together
with Bezeq, bundled services that include both Bezeq's services and the subsidiaries' services
so that both Bezeq as well as its subsidiaries can offer a wide variety of services, such as land-
line telephony, mobile telephone, Internet and multichannel television, to the public and allow
the consumer to acquire all services in one package from a single vendor under the Financial
Arrangements law adopted by the Knesset in June 2009, the Minister of Communications
must determine the terms of the MVNO license by September 1, 2009. In addition, the
Ministry of Communications has established an integrated tender committee with the Finance
Ministry to, among other things, allocate UMTS Frequency for an additional infrastructure-
based cellular operator in Israel. The Ministry of Communications has also amended the
licenses of all Israeli cellular operators to prohibit, as of November 1, 2009, the linkage
between a cellular services transaction and a handset purchase transaction.

If the Ministry of Communications decides to adopt other measures considered in the
studies described above, competitive pressures may increase, which could adversely affect
our business and results of operations.

WIMAX licenses. In February 2009, the Ministry of Communications published a
policy with regard to WiMAX spectrum licenses for the provision of cellular and land-line
services to existing and future communication service providers. The Ministry of
Communications also stated that it intended to promote competition in the cellular market by
potentially granting preferences to existing telecommunications services providers in this
regard. Cellular WiMAX is a competitive technology to HSDPA and LTE, which are the next
generation of GSM technologies. Granting WiMAX licenses to new operators or to any of our
competitors and not to us might offer them a competitive advantage and adversely affect our
business. Furthermore, if the Ministry of Communications allocates to new WiMAX
operators frequencies which we may need for our next GSM generation technology, this may
impair our ability to compete. Some of these frequencies have already been allocated to third
parties. If such frequencies are not available to us in the future, it may harm our ability to
migrate to the next generation of GSM technology, such as LTE.

The Ministry of Communications has granted a special license to a few of the new
land-line operators to conduct a marketing experiment that will examine the provision of
domestic telephony services using VoBoC technology.

Land-line competition. To the extent that land-line telephones are used instead of
mobile telephones, we also compete with Bezeq, the incumbent land-line operator in Israel,
HOT Cable Communication Systems Ltd ("HOT"), the cable television operator in Israel, and
other land-line operators. Bezeq owns 100% of the shares of Pelephone, which, as mentioned
above, may enable Pelephone and Bezeq to offer bundled services of land-line, mobile
telephone and other telecommunication services, subject to regulatory approval.

Several new operators, including 012 smile, Netvision and Xfone Communication
Ltd, entered the land-line market in 2007 and 2008 based on VoB services using the
infrastructure of Bezeq and HOT to access customers and to provide them with land-line
telephony service. Other VoB operators may enter the mobile telecommunications services
market in the future and increase the level of competition we face. As a result of these
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developments in the competitive environment, we may experience increased costs to attract
and retain subscribers, and further pressure on tariffs.

New Business Initiatives. In December 2008 and January 2009, we launched three
additional non-cellular business lines: VVoB telephony services, ISP services and Web VOD.
2009 will be the first full year that we operate these services. As expected in new markets, we
face new competitors and competition patterns. We may be at a competitive disadvantage
relative to operators who may be able to offer bundled services of land-line, mobile telephone,
television and other communications services, using their wholly- or partially-owned
infrastructure. As a result of these market conditions, we may not meet our business plan for
the new lines of business. We may face fierce competition in this area in a manner that will
not enable us to establish substantial presence in these businesses.

Telecommunications industry consolidation. The telecommunications market might
face consolidation in a manner which potentially decreases our competitive position. Various
groups in the Israeli telecommunications market might acquire or build new complementary
lines of business in order to provide a full range of telecommunications services packages.
We might face difficulties in obtaining the required services and product components, such as
last mile access to the customers' premises, that are essential to compete with our competitors'
bundled offerings. There are two major groups in the Israeli telecommunications market that
currently operate a wide range of telecommunications services, including mobile, fixed-line,
data transmission and Internet. One of the groups also offers multichannel pay-TV services
and therefore already possesses a full range of telecommunications businesses within the
group. Subject to legal restrictions, the group might be able in the future to offer full packages
of bundled services. The other telecommunications group may further develop its
telecommunications portfolio by acquisitions of additional businesses in order to also be able
to offer a complete range of telecommunications services. Such developments could
substantially affect our position in the Israeli telecommunications market, in particular, by
attracting a broad range of telecommunications subscribers to one or two full-service
telecommunications groups, as well as by permitting such a group or groups to apply
substantial pressure on market prices for selected sectors. If such developments were to occur,
our business and results of operations could be materially adversely affected.

Our subscriber growth rate, and consequently our revenue growth rate, has continued
to slow, because Israel's mobile telephone services market is highly penetrated, making
it more difficult for us to obtain new subscribers and retain existing subscribers.

Although Israel's mobile telephone services market has experienced substantial
growth, and we have experienced substantial subscriber growth since our commercial launch
in 1999, the Israeli market for mobile telephone services is now highly penetrated, and the
growth of the overall Israeli market and of our own subscriber base has been slower than in
the past. According to a recent report issued by a research company, at the end of the third
quarter of 2008, Israel's mobile telephone market penetration is estimated to be approximately
125%. This includes dormant subscribers as well as subscribers who are not included in the
Israeli population figures, such as Palestinians, visitors, and foreign workers. While in the
past our revenue growth has largely resulted from growth in the overall market, our future
revenues will depend significantly on our ability to retain existing subscribers and to attract
subscribers from the other mobile telephone network operators as well as on our ability to
generate higher revenues from existing subscribers.

In the event critical elements of our mobile network are damaged or rendered non-
operational, we may not be able to replace them or return them to service quickly and,
as a result, we may not be able to provide telecommunications services to a substantial
portion of our subscribers for an indeterminate period of time.
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Some elements of our mobile network perform critical functions for broad sectors of
our network operation, such as switching and data platforms. If such a critical element were
damaged due to fire, water, earthquake or some other natural or man-made cause, an entire
sector of our network coverage may be rendered non-functioning, which means that we would
not be able to provide telecommunications services to a substantial portion of our subscribers.
Although we have prepared disaster recovery plans, it is not possible to determine in advance
how effective such plans will be, and in particular how quickly we will be able to restore
service. In the event we are unable to provide telecommunications services to a substantial
portion of our subscribers for an extended period of time, our business and short- and long-
term results of operations will be materially negatively affected.

Our purchase commitments pursuant to our non-exclusive agreement with Apple for the
purchase and resale of iPhone handsets in Israel may adversely affect our liquidity and
financial results.

In June 2009, we entered into a non-exclusive agreement with Apple Sales
International for the purchase and resale of iPhone handsets in lIsrael. Pursuant to the
agreement, we agreed to purchase a minimum quantity of iPhone handsets per year, for a
period of three years. These purchases will represent a significant portion of our expected
handset purchases over that period. If we fail to sell a substantial number of these iPhone
handsets, we may be required to write-down our inventory, which would have an adverse
impact on our earnings. We are currently required to subsidize a substantial portion of the
sales price of each iPhone handset that we sell. We expect to fund these subsidies with cash
generated from operations which will increase our expenses and decrease our available cash.
The launch of the iPhone is also likely to increase our working capital requirements due to the
build-up of handset inventory and since we expect to recover the purchase price of each
iPhone handset over the customer's contract term rather than at the commencement of the
contract. As a result, our liquidity may be adversely affected.

Our competitors Cellcom Israel Ltd. and Pelephone Communications Ltd. have also
announced that they have entered into agreements with Apple for the purchase and resale of
iPhone handsets in Israel.

We could be subject to legal claims due to the inability of our information systems to
fully support our calling plans.

In order to attract and retain the maximum number of subscribers in our highly
competitive market, we design specific calling plans to suit the preferences of various
subscriber groups. We require sophisticated information systems to record accurately
subscriber usage pursuant to the particular terms of each subscriber's plan, as well as accurate
database management and operation of a very large number of calling plans. From time to
time, we have detected some discrepancies between certain calling plans and the information
processed by our internal information systems, such as applying an incorrect rebate or
applying an incorrect tariff to a service, resulting in a higher charge. We have invested
substantial resources to refine and improve our information and control systems and ensure
that our calling plans are appropriately processed by our information systems. We have also
taken steps to remedy the identified discrepancies. Despite our substantial investments, we
may experience discrepancies in the future due to the multiplicity of our plans and the scope
of the processing tasks. Further, while we invest substantial efforts in monitoring our
employees and third-party distributors and dealers that market our services, it is possible that
some of our employees, distributors or dealers may offer terms and make (or fail to make)
representations to existing and prospective subscribers that do not fully conform to applicable
law, our license or the terms of our calling plans. As a result of these discrepancies, we may
be subject to subscribers' claims, including class action claims, and substantial sanctions for
breach of our license that may materially adversely affect our results of operations.
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We are exposed to, and currently engaged in, a variety of legal proceedings, including
several potential class action lawsuits related primarily to our network infrastructure
and consumer claims.

In addition to a number of legal and administrative proceedings arising in the ordinary
course of our business, we have been named as defendants in a number of civil and criminal
proceedings related to our network infrastructure, which may result in civil liabilities or
criminal penalties against us or our officers and directors, and consumer claims regarding, for
example, our tariff plans and billing methods, which may result in significant monetary
damages and civil penalties. Plaintiffs in some of these proceedings are seeking certification
as class actions and recently, a class was certified in proceedings asserting liability against us
(and another Israeli provider of cellular telecommunications services) for actions taken by a
third-party content provider, who is also a defendant in this claim, however we do not believe
that an adverse judgment against us in connection with such proceedings would have a
material affect on our financial condition. Unless and until any of the other outstanding claims
is recognized as a class action, we and our legal counsel are unable to evaluate the probability
of success of such claim, or the range of potential loss, with any degree of certainty, and
therefore no provision has been made.

We are subject to the risk of intellectual property rights claims against us, including in
relation to innovations we develop ourselves and the right to use content, including music
content, which we have purchased from third parties who present themselves as the owners of
the intellectual property rights included in the content, or as the representatives of the owners
of the intellectual property, when in fact it may not be the case. These claims may require us
to initiate or defend protracted and costly litigation, regardless of the merits of these claims. If
any of these claims succeed, we may be forced to pay damages or may be required to obtain
licenses for the infringing product or service. If we cannot obtain all necessary licenses on
commercially reasonable terms, we may be forced to stop using or selling the products and
services, which could adversely affect our ability to provide certain services and products.

The telecommunications industry is subject to rapid and significant changes in
technology and industry structure which could reduce demand for our services.

We may face competition from existing or future technologies, including land-line
and cordless technologies, satellite-based personal communications services, private and
shared radio networks, broadband wireless access services, VoIP services, wireless fidelity
("Wi-Fi") technologies, WiMAX, VoBoC, and other communications technologies that have
the technical capability to handle mobile telephone calls and to interconnect with the land-line
telephone network and with Internet networks. The effect of emerging and future
technological changes, including the convergence of technologies and the introduction of new
competitors with the ability to provide mobile telecommunication services to customers while
mobile, on the viability or competitiveness of our network cannot be accurately predicted.
The technologies we employ or intend to employ may become obsolete or subject to
competition from new technologies in the future, and competition from new technologies in
the future may have a material adverse impact on our business and results of operations.

Moreover, global equipment vendors and Internet providers have expressed their
interest in penetrating the mobile industry and strengthening their position along the value
chain. They intend to provide direct access to the end-user to a wide variety of applications
and services. Such a change might adversely change our competitive position and increase the
dominance of those new providers at the expense of cellular service providers. Changes in the
industry value chain structure might result in an increase in our expenses as well as a decrease
in our revenue generated from those services.
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Operating a cellular telecommunications network involves the inherent risk of
fraudulent activities and potential abuse of our services, which may cause loss of
revenues and non-recoverable expenses.

There is an inherent risk of potential abuse by individuals, groups, businesses or other
organizations that use our cellular telecommunications services and avoid paying for them.
The effects of such fraudulent activities may be, among others, a loss of revenue and out-of-
pocket expenses which we will have to pay to third parties in connection with those services,
such as interconnect fees, payments to international operators or to operators overseas and
payments to content providers. Such payments may be non-recoverable. Although we are
taking measures in order to prevent fraudulent activities, we have suffered from these
activities in the past, and we may suffer from them in the future. The financial impact of
fraudulent activities that have occurred in the past has not been material. However, we cannot
assure you that should fraudulent activities occur in the future, they will not materially affect
our financial condition and results of operations.

We are dependent upon our ability to interconnect with other telecommunications
carriers. We also depend on Bezeq and other suppliers for land-line transmission
services. The failure of these carriers to provide these services on a consistent basis
could have a material adverse effect on us.

Our ability to provide commercially viable cellular telephone services depends upon
our ability to interconnect with the telecommunications networks of existing and future land-
line, cellular telephone and international operators in Israel in order to complete calls between
our customers and parties on the land-line or other cellular telephone networks. All land-line,
cellular telephone and international operators in Israel are legally required to provide
interconnection to, and not to discriminate against, any other licensed telecommunications
operator in Israel. We have signed interconnect agreements with cellular telephone network
operators in Israel, and with Israeli international operators, and in July 2008, we signed an
agreement with Bezeq for the provision of land-line transmission services which replaces an
earlier transmission agreement. As regards interconnection to Bezeq's land-line network, we
are currently operating without any formal agreements with Bezeq, and our day-to-day
arrangements with Bezeq substantially conform to a draft interconnect agreement negotiated
with Bezeq.

We have no control over the quality and timing of the investment and maintenance
activities that are necessary for these entities to provide us with interconnection to their
respective telecommunications networks. The failure of these or other telecommunications
providers to provide reliable interconnections to us on a consistent basis could have a material
adverse effect on our business, financial condition or results of operations. Disruptions,
stoppages, strikes and slowdowns experienced by them may significantly affect our ability to
provide cellular telephone services. The failure by our suppliers to provide reliable
transmission services to us on a consistent basis could have a material adverse effect on our
business, financial condition or results of operations.

Our right to use the Orange brand is royalty free only until 2013. After that time, we
are likely to be required to pay royalty payments should we decide to retain the Orange
brand. The amount of the royalties may or may not be significant.

Our marketing strategy currently relies on the use of the international Orange brand.
We can operate our business under the Orange brand only if we have the right to use it under
the brand license agreement with Orange International Developments Limited, a subsidiary of
Orange plc. Under this license agreement, we are required to comply with the Orange brand
guidelines established by Orange International. We have the right to use the Orange brand as
long as we are able and legally eligible under the laws of Israel to offer telecommunications
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services to the public in Israel. Our right to use the Orange brand is royalty-free until 2013,
after which the parties will negotiate the amount of royalty payments if we decide to retain the
Orange brand, which could be significant. If the parties do not agree on the amount of royalty
payments, the determination of royalty payments will be referred to an arbitrator. Our
decision to continue to operate under the Orange brand will require us to weigh the amount of
these royalty payments against the costs and potential risks associated with building a new
brand for our services, among other factors. If we retain the Orange brand and are required to
pay significant royalty payments, our results of operations may be adversely affected. If we
decide not to retain the Orange brand we cannot assure you that we will be able to
successfully build a new brand for our services in a timely manner.

We depend on a limited number of suppliers for our network equipment. Our results of
operations could be adversely affected if our suppliers fail to provide us with adequate
supplies of network equipment or maintenance support on a timely basis.

We purchased our network equipment, such as switching equipment, base station
controllers and base transceiver stations and network software, from Alcatel (which acquired
the Nortel UMTS business in 2006), Ericsson and Nokia. As of January 2008, we purchase all
our UMTS network equipment from Ericsson, and are therefore materially dependent on
Ericsson as our sole vendor for our UMTS network. Although our network utilizes standard
equipment that is produced by several suppliers, we cannot be certain that we will be able to
obtain equipment from one or more alternative suppliers on a timely basis in the event that
any of our suppliers is unable to satisfy our equipment requirements. Our results of operations
could be adversely affected if Ericsson or one of our other suppliers fails to provide us with
adequate supplies of equipment, as well as ongoing maintenance support, in a timely manner.
In addition, our results of operations could be adversely affected if the price of network
equipment rises significantly. In our experience, suppliers from time to time extend delivery
times, limit supplies and increase the prices of supplies due to their supply limitations and
other factors.

Our business may be impacted by shekel exchange rate fluctuations and inflation.

Substantially all of our revenues and a majority of our operating expenses are
denominated in shekels. However, in recent years, approximately one quarter of our operating
expenses (excluding depreciation and amortization), including a substantial majority of our
equipment purchases, were linked to non-shekel currencies, mainly the US dollar. These
expenses related principally to the acquisition of handsets, where the price paid by us is based
mainly on US dollars. In addition, a substantial majority of our capital expenditures
(including with respect to our 3G networks) are incurred in, or linked to, non-shekel
currencies, mainly US dollars. Thus, although the relative decline in value of the US dollar
against the shekel has helped offset increases in our financial and operating expenses in recent
years, any devaluation of the shekel against the dollar (or other foreign currencies) will
increase the shekel cost of our non-shekel denominated or linked expenses and capital
expenditures. Such an increase may have an adverse impact on our results, which may be
material. Material changes in exchange rates may cause the amounts that we must invest to
increase materially in shekel terms.

We hedge a portion of our foreign currency commitments. As of June 30, 2009, the
notional amounts of our foreign currency derivatives were approximately US$105 million.
Our derivative transactions are mainly designed to hedge short-term cash flows related to
anticipated payments in respect of purchases of handsets and capital expenditures in foreign
currency.

Our bank credit facility borrowings and repayments of principal and interest on our
Notes due 2012 are currently in shekels, most of which are linked to the CPl. We may not be
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permitted to raise our tariffs pursuant to our license in a manner that would fully compensate
for any increase in the CPI. Therefore, an increase in the rate of inflation may also have a
material adverse impact upon us by increasing our financial expenses without an offsetting
increase in revenue. We enter into derivative transactions in order to protect ourselves from
an increase in the CPI. As of June 30, 2009, the notional amounts of our CPI derivatives were
approximately NIS 880 million (or approximately 44% of our CPI exposure at that date).

If we are not able to successfully integrate new businesses or technologies, our business,
brand and results of operations may be harmed.

In order to expand and improve our offering of services to our subscribers, attract new
subscribers and secure new sources of revenue, we may acquire or develop complementary
businesses and technologies some of which we have launched in January 2009. The
identification, acquisition and integration of new businesses or technologies may require
substantial management resources, cause us to incur unforeseen costs and disrupt our ongoing
business. Until now, we have not engaged in significant acquisitions. If we are not able to
successfully integrate any such new businesses quickly and efficiently with our existing
business, our business, brand, results of operations, financial condition or cash flows may be
harmed.

We may fail to maintain effective internal controls in accordance with Section 404 of the
Sarbanes-Oxley Act of 2002, which may have a material adverse effect on our operating
results and our share price.

Our efforts to comply with the requirements of Section 404 of the Sarbanes-Oxley
Act of 2002 relating to the evaluation of our internal control over financial reporting have
resulted in increased general and administrative expenses and required substantial
management time and attention. We expect these efforts to require a continued commitment
of resources. If we fail to maintain the adequacy of our internal controls, we may not be able
to conclude on an ongoing basis that we have effective internal control over financial
reporting. Although our management has concluded that our internal control over financial
reporting was effective as of December 31, 2008, we may identify material weaknesses or
other disclosable conditions in our future control over financial reporting. Failure to maintain
effective internal control over financial reporting could result in investigation or sanctions by
regulatory authorities and significant effort and expense, and could have a material adverse
effect on our operating results and on the market price of our ordinary shares.

The political and military conditions in Israel may adversely affect our financial
condition and results of operations.

The political and military conditions in Israel directly influence us. Since the
establishment of the State of Israel in 1948, a number of armed conflicts have taken place
between Israel and its Arab neighbors. Hostilities involving Israel, the interruption or
curtailment of trade between Israel and its trading partners and political instability within
Israel or its neighboring countries are likely to cause our revenues to fall and harm our
business. The establishment in 2006 of a government in the Palestinian Authority by
representatives of the Hamas militant group has created additional unrest and uncertainty in
the region. Repeated attacks by Hamas, including missile strikes against Israel, led to an
armed conflict between Israel and the Hamas in December 2008 and January 2009. Ongoing
violence between Israel and its Arab neighbors and Palestinians may have a material adverse
effect on the Israeli economy, in general, and on our business, financial condition or results of
operations. In particular, in recent conflicts, missile attacks have occurred on civilian areas,
which could cause substantial damage to our infrastructure network, reducing our ability to
continue serving our customers as well as our overall network capacity.
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Some of our directors, officers and employees are currently obligated to perform
annual reserve duty. Additionally, all reservists are subject to being called to active duty at
any time under emergency circumstances. We cannot assess the full impact of these
requirements on our workforce and business if conditions should change, and we cannot
predict the effect on us of any expansion or reduction of these obligations.

During an emergency, including a major communications crisis in Israel's national
communications network, a natural disaster, or a special security situation in Israel, control of
our network may be assumed by a lawfully authorized person in order to protect the security
of the State of Israel or to ensure the provision of necessary services to the public. During
such circumstances, the government also has the right to withdraw temporarily some of the
spectrum granted to us. We cannot assure you that we are fully prepared for every disaster or
emergency situation, or that we could recover fully from any such occurrence. This may
materially harm our ability to provide services to our subscribers in such emergency
circumstances, and would thus have a negative impact on our revenue and results of
operations.

Our level of indebtedness could adversely affect our business and our liquidity.

As at June 30, 2009, our total long-term indebtedness was NIS 2,014.7 million net of
deferred charges including capital lease obligations. Our credit facility and the indenture
governing the Notes due 2012 currently permit us to incur additional indebtedness, subject to
some limitations.

Our substantial indebtedness could adversely affect our financial health by, among
other things:

o increasing our vulnerability to adverse economic, industry or business conditions or
increases in the CPI, particularly because a substantial portion of our borrowings is
linked to the CPI,

o limiting our flexibility in planning for, or reacting to, changes in our industry and

business as well as the economy generally;

) requiring us to dedicate a substantial portion of our cash flow from operations to
service our debt, which reduces the funds available for dividend distributions and
future business development; and

o limiting our ability to obtain the additional financing we need to operate, develop and
expand our business.

The remaining principal amount as at June 30, 2009 of the Notes due 2012 is payable
in 11 equal quarterly installments of NIS 182.6 million, beginning September 30, 2009
(linked to the CPI as of June 30, 2009). If our future cash flows are not sufficient to allow us
to pay principal and interest on our debt, including the Notes due 2012 and our credit facility,
we might not be able to satisfy our financial and other covenants and may be required to
refinance all or part of our existing debt, use existing cash balances or issue additional equity
or other securities. We cannot be sure that we will be able to do so on commercially
reasonable terms, if at all.

We may not be able to fulfill our dividend policy in the future. If we implement our
current dividend policy, we will reduce our future cash reserves, which may require us
to borrow additional money.

We first distributed dividends in 2005, and we have distributed dividends in each

subsequent year. The total amount of dividends distributed for 2008 was approximately NIS
841 million, or NIS 5.45 per share, and represented approximately 80% of annual net income.
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On July 8, 2009 we distributed a dividend in the amount of approximately NIS 237 million, or
NIS 1.54 per share, and on August 10, 2009 we announced that our board of directors had
approved the distribution of a dividend for the second quarter of 2009 in the amount of
approximately NIS 230 million, or NIS 1.49 per share. In addition, between the first quarter
of 2008 and the third quarter of 2008, we purchased in open market transactions
approximately 4.5 million of our shares for a total amount of approximately NIS 351 million.
Under Israeli law, the payment of dividends may be made only from accumulated retained
earnings or, for a company such as Partner Communications with negative net capital surplus,
retained earnings accrued over a period of eight quarters (after deducting prior dividends to
the extent not already deducted from retained earnings), and in either case, provided there is
no reasonable concern that the dividend will prevent the company from satisfying current or
foreseeable obligations as they come due. Accordingly, there is no assurance that we will be
able to continue paying dividends or increase our payment of dividends in the future, nor is
there any assurance that our board of directors will not change our dividend policy in the
future.

Our current dividend policy, if implemented, will significantly reduce our future cash
reserves and may adversely affect our ability to fund unexpected capital expenditures as well
as our ability to make interest and principal repayments on our financial indebtedness. As a
result, we may be required to borrow additional money, which may not be possible on
attractive terms or at all. See also the following risk factor regarding the risks related to future
borrowing created by the current economic environment.

If we are unable to fulfill our dividend policy or pay dividends at levels anticipated by
investors in our shares, the market price of our shares may be negatively affected and the
value of our investors' investment may be reduced.

Our business results may be affected by continued recession.

Most of our revenues are usage dependant. The current global economic downturn is
already affecting our results through a significant adverse impact in roaming activity, and to a
certain extent also has a negative impact on average monthly usage per subscriber, average
monthly revenue per subscriber and recruitment of new subscribers and in larger provisions
for doubtful debt expenses. If the global economic downturn continues, usage of any of our
services may decrease and we may not be able to compensate for lost revenues. This may
have a material adverse effect on our results of operations, financial condition or prospects.
The recession may also result in a further deterioration in the ability of our customers to pay
amounts owed to us. Failure of one or more of our larger business customers to pay the
amount owed to us may materially increase our bad debts and may have a material adverse
effect on our results of operations and financial condition. Furthermore, the recession may
adversely affect third parties we rely upon in the provision of our services, including
interconnecting telecommunication providers, Roaming partners and services and equipment
providers. If our service or equipment providers fail to provide reliable and consistent services
and/or equipment to us on the requisite standards of quality and on a timely basis, our ability
to provide services to our subscribers may be reduced in scope and/or in quality, until and
inasmuch as an alternative provider can be found, and consequently our license may be at risk
of revocation for failure to satisfy the required service standards. An alternative provider
and/or solution may involve additional expenses and/or investments on our part and/or may
involve terms that are less favorable to us, including reduced revenues. In addition, if any
damage is caused to us, or if we are found liable for damages caused to third parties by such
service or equipment providers and such providers are unable to indemnify us for such
damages, we may have to bear the cost of such damages, which may be substantial, and such
outcome may adversely affect our financial condition.
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During the first six months of 2009, we repaid NIS 182.6 million in principal of our
NIS 1,270 million Notes due 2012 together with NIS 46.1 million in interest on those Notes
linked to the CPIl. As of June 30, 2009, the remaining current portion of the Notes that is
payable during 2009 is NIS 365.2 million in principal and approximately NIS 40.7 million in
interest linked to the CPI (assuming no change in the CPI). In order to fund the payment of
these amounts in 2009, we may seek additional bank financing, issue new corporate notes
and/or securitize a portion of our accounts receivable. Particularly in light of current global
economic conditions, there can be no assurance that we will be able to obtain additional bank
loans, issue new corporate notes or securitize accounts receivable on acceptable terms or at
all, which could have a material adverse effect on our cash flow and financial condition.

RISKS RELATED TO OUR CONTROLLING SHAREHOLDER
Our company is controlled by a single shareholder.

As of June 30, 2009, our controlling shareholder, Hutchison Telecom, which has been
a major shareholder since we were created, held approximately 51.33% of our issued and
outstanding shares and total voting rights. On August 12, 2009, Hutchison Telecom
announced that its wholly-owned subsidiary, Advent, had entered into a conditional
agreement to sell its entire controlling interest in our company to Scailex. According to the
announcement, the sale is conditional on, amongst others, Israeli regulatory approvals and the
approval of Hutchison Telecom's shareholders. If such conditions are not fulfilled by
December 16, 2009 (or such later date as extended by agreement), the agreement will
terminate under certain circumstances and the sale will not occur.

Our controlling shareholder has the ability to influence our business through its ability
to control all actions that require majority approval by the shareholders and through its
representatives on our board of directors. Our controlling shareholder is not obligated,
however, to provide us with financial support or to exercise its rights as a shareholder in our
best interests or in the best interests of our minority shareholders and noteholders, and it may
engage in activities that conflict with such interests. If the interests of our controlling
shareholder conflict with the interests of our other shareholders and noteholders, those
shareholders and noteholders could be disadvantaged by the actions that this controlling
shareholder chooses to pursue. In addition, our controlling shareholder may cause our
business to pursue strategic objectives that may conflict with the interests of our other
shareholders and noteholders.

The above references to our controlling shareholder refer currently to Hutchison
Telecom, and following the sale of its controlling interest in our company to Scailex, will
refer to Scailex. The change in controlling shareholder could give rise to changes in our
strategy, including our financial strategy and the level of debt coverage, which could have a
significant impact on our results of operations and/or financial condition.

We do not expect to continue to enjoy all of the benefits and support arising from our
relationship with Hutchison Telecom and HWL following the completion of the sale by
Hutchison Telecom of its entire controlling interest in our company to Scailex.

Hutchison Telecom and its largest shareholder, HWL, are global players in the
cellular telecommunications market. We have benefited from the knowledge and experience
of Hutchison Telecom and HWL in terms of strategic advice, group purchasing and cost-
sharing agreements which have allowed us to benefit from the combined purchasing power
and resources of HWL group companies and assistance in developing our business, as well as
the recognition we have acquired in the industry as a result of their association with our
company. We also participate in certain directors’ and officers’ liability insurance policies
procured by Hutchison Telecom We cannot assess the effect that the sale to Scailex might
have on our business. However, we expect that following the sale we will lose some of the
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support and benefits that we currently derive from being part of the Hutchison Telecom/HWL
groups

1.13  Ratio of Earnings to Fixed Charges

Our ratio of earnings to fixed charges for the periods indicated below was as follows:

Six Months
Ended June
Year Ended December 31 30,
2004 2005 2006 2007 2008 2009

Ratio of earnings to fixed charges (1) 404 285 6.68 866 9.52 9.81

@ Our ratio of earnings to fixed charges is calculated by dividing (i) income (loss) from
ordinary activities before income taxes plus fixed charges by (ii) fixed charges. Fixed
charges consist of interest expensed and capitalized, amortization of issuance costs
relating to our Series A Notes due 2012, amortization of costs related to the obtaining
of long-term credit lines, and one third of rental expense for antenna sites (being the
portion deemed to represent the interest factor).

1.14  Use of Proceeds

The net proceeds from any offering, after deduction of the consultants' fees and other
expenses and commissions of the offering, will be published in the supplemental shelf
offering report for the offering of securities pursuant to this prospectus.

We intend to use the net proceeds from any offering for general corporate purposes,
which may include refinancing of outstanding debt, financing our operating and investment
activities, financing future mergers and acquisitions (if any), and dividend distributions,
subject to the decision of the Company's board of directors from time to time. See "ltem 8.
Financial Information — A. Consolidated Financial Statements and Other Financial
Information — Dividend Distribution Policy" of our 2008 20-F.

Until used by us in the manner aforementioned, the proceeds of any offering will be
invested by us, at our discretion and subject to the decision of the Company's board of
directors from time to time, in non-speculative investments, including, but not limited to,
interest bearing monetary deposits, foreign currency deposits and the like investments. For the
purpose of the foregoing, investment in equity securities, instruments linked to equity
securities or to indexes of equity securities or options on securities or in derivative
instruments shall not be deemed non-speculative investments.

1.15 Capitalization

The following table sets forth our consolidated cash and capitalization at June 30,
2009 in accordance with IFRS. This table should be read in conjunction with our financial
statements and the notes thereto included in and incorporated by reference into this
prospectus.

At June 30, 2009
(NIS in millions)

Cash and cash equUIValeNts .........ccccoovvvreriiienecee e 167
Long-term debt
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At June 30, 2009
(NIS in millions)

BanK 108NS .....ooveeieiecicceseseeeee e 0
Series A Notes due 2012, excluding deferred costs ................. 2,009
Capital lease obligations 6
Total long-term debt 2,015
Equity
Share capital ... 2
Capital SUIPIUS ..ocoiiiiicee e 2,458
Accumulated defiCit ..o (217)
TrEASUNY SNAIES......eiiiiiieirie e (351)
TOtAl QUILY ..o e 1,892
Total capitalization 3,740

1.16  Price Range of Ordinary Shares

Our capital consists of ordinary shares, which are traded on the Tel Aviv Stock
Exchange under the symbol "PTNR". American Depositary Shares ("ADSs"), each
representing one of the Company's ordinary shares, are quoted on the Nasdag Global Market
under the symbol "PTNR". Our ADSs were listed on the London Stock Exchange until
March 12, 2008, when we discontinued the listing of our ADSs on that exchange. The ADSs
are evidenced by American Depositary Receipts ("ADRs") originally issued by JPMorgan
Chase, as depositary under a Deposit Agreement, dated as of November 1, 1999, among the
Company, JPMorgan Chase and registered holders from time to time of ADRs. ADSs were
first issued in October 1999. Since March 2006, the Bank of New York has served as our
depository for ADSs.

Prices set forth below are high and low reported closing prices for our ordinary shares
as reported by the Nasdag Global Market for the periods indicated. Other information
regarding the market price of our ordinary shares is located in our 2008 20-F.

High Low

2008 US$24.62 US$15.15
2009

First quarter US$16.69 US$13.46
Second quarter US$18.00 US$14.80
Third quarter (through August 31, 2009) US$19.21 US$16.90
April US$16.65 US$14.80
May US$17.36 US$16.35
June US$18.00 US$16.05
July US$18.89 US$16.9
August US$19.21 US$17.21

Prices set forth below are high and low reported closing prices for our ordinary shares
as reported by the Tel Aviv Stock Exchange for the periods. Other information regarding the
market price of our ordinary shares is located in our 2008 20-F.

High Low
2008 NIS 85.48 NIS 58.40
2009
First quarter NIS 66.01 NIS57.30
Second quarter NIS71.52 NIS 62.01
Third quarter (through August 31, 2009) NIS 72.88 NIS 67.00
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High Low

April NIS 69.45 NIS 62.01
May NIS 70.50 NIS 66.35
June NIS 71.52 NIS 63.99
July NIS 72.88 NIS 67.00
August NIS 72.14 NIS 67.00

On February 6, 2008, our board of directors approved a share buy-back of up to NIS
600 million in 2008. Through December 31, 2008, we had purchased 4,467,990 shares at the
cost of NIS 351 million. In view of the significant market turbulence, the board of directors
subsequently suspended the share buy-back plan.

1.17  Description of Share Capital

Our registered share capital consists of a single class of 235 million ordinary shares,
par value NIS 0.01 per share.

As of June 30, 2009, we had outstanding 153,781,429 ordinary shares, and employee
stock options to purchase an aggregate of 5,957,902 ordinary shares at a weighted average
price of NIS 55.871, with the latest expiration date of these options being May 20, 2019 (of
which options to purchase an aggregate of 1,254,402 ordinary shares were exercisable as of
June 30, 2009). As of September 1, 2009, we had outstanding 153,923,729 ordinary shares.
All outstanding ordinary shares are validly issued, fully paid and nonassessable. The ordinary
shares do not have preemptive rights. Under the terms of our 2004 Share Option Plan, our
board of directors may from time to time elect to allow exercise of employee stock options
through a net exercise procedure and, with respect to employee stock options granted after
February 23, 2009, may from time to time require exercise of employee stock options through
a net exercise procedure. In the net exercise procedure, an exercising employee is not
required to make a cash payment of the exercise price and instead upon option exercise
receives ordinary shares with a fair market value equal to the difference between (i) the
aggregate exercise price of the options being exercised and (ii) the aggregate fair market value
of the ordinary shares underlying the options being exercised. To the extent that a net
exercise procedure is used, the maximum number of ordinary shares that can be issued upon
exercise of employee stock options will be less than that stated above.

In addition, as of June 30, 2009 and as of September 1, 2009, 4,467,990 ordinary
shares, with a book value of NIS 351,097,000 were held by us.

From time to time during the three years preceding this prospectus, we have issued
ordinary shares as a result of exercises of options granted under our share options plans. Set
forth below are details regarding changes in our ordinary share capital since December 31,
2005 through December 31, 2008.

Period to Description Number of shares
December 31, 2005 152,528,288
Ordinary shares issued during 2006  Exercise of options under ESOP 1,987,929
December 31, 2006 154,516,217
Ordinary shares issued during 2007  Exercise of options under ESOP 2,804,553
December 31, 2007 157,320,770
Ordinary shares issued during 2008  Exercise of options under ESOP 566,614
December 31, 2008 157,887,384
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From January 1, 2008 through July 31, 2009, we issued a total of 989,151 ordinary
shares, all of which were issued upon the exercise of options granted under our share option
plans. In addition, we purchased 4,467,990 shares at the cost of NIS 351 million under our
share buy-back program. The board of directors has subsequently suspended the share buy-
back plan.
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INNOY NURIN DOPOYN DY DIN TY ,TONYY XN 172NN
TN MM DWW TINHD ININY KDY NDKD IRNPIN
VIONNNY DNONDNN DOWPYNY MXPNY ,INDND DIYNINN
ORI MIAPHND AWYNNY D) DN) NRTPIN MA»NNNA
GUN TIY MM DY NADI MK L(NYSNN MITY DNNNA
UY-NYINRN DY NOY KDY 5915 qPIN2) NYSNN NITA VNN
nYSNN MT -5y NYNINY  Mnonn  (15%) DOMNN
DMNIDNY NIDNN NNEPNN .("BNNDNY NIDNN NNYPANY)
NTNN NRN YR ,NOR DTN NINND DNRD DNNNA NYWN

: IYSNN MITA VBN NNHRI NIRYPNY INDNY

NXPIN ,NRTPIN MAANNN WIHNY INDN Wpwn Y30 (1)
NNOVNY MNON SY YOI NPON 35 TIY M MND
nISYNY  MNoN O PN Y MarNnnn
NNOYAY MNONY DT PYDI IVNNY NMDNNNN
DY MMV TIY M MND — 7MA¥nnnn
TNPOYIIN NN THPDIN NV NNTPIN MINNN
21 NYW IN L PIYN 2D WTNN TNND DN
SV IPINY TN M MND NN 100N TIN

; TTNINND NHTPINN MNNNN

MOV NNTPIN. MIAYNNN WINY MNDN Wpwn  (2)
NNoWNY NMNON NN NSPIN NP2 TN NN
VONY MDD WPYNo DINND  10Y Ma»nnnm
T2 NN NAN TININ NYWA NRTPIN MAPNNN
WPYNN INY D .N90NN MNON NN TY NN
LYW ININT DNTP MAPNNN WHINY TNN INDN
NP MIND 29D DNN THN Y29 NINYPNN NYYN

;Y0 (N) Mwn

NNPIN ,NNTPID MPNND LINY MNON wpwn 555 (3)
IMAMNNN DY YOMN NPON 1D Ty M MNd
; TM»NNNN Y3 TO TINN

SV OIN TIY MM DY NN DMINDNY NADNT NINIPIN
DY NINNIY MM IN TIVD MM NN 219702 MM
; INTP MA»NNN

IN TARD NN NYWA NUN DNONDND NADNN NRNPIN
5 PN Y WTNN NN NP2 MY

oY NN NSO MNDA TIY MM IXPY KD INDN Wpwnd
; WNONY NNTRINN NI2»NNNA NAPIY MININ
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DMAPNNNY I ,NINK DIINDNN DIWPWNN NNY ON NIN
DNNODND VNN ONNDNN DWPYHRN Y ANTPINN
,DT-0Y NINTIND TN N MND NN TV DY NINSPNY
TMRI NN NIRIPN YXIAD TORYIY PIN NIANN T
DY NNTPIN MIYPNNL IVYPNN TUR ,DONDN DWPUNY
V21 N ,0T-0Y IWNNIY NNNIN 1P IWNY 71NN
PAND NI NYIVY IN) TAND TN NYIWY NV TWN
2N NPYWN TININ T2 NP IR (PN 09D wINn
Y920 L,(PIYN 29D, WTNN TIAND MIIN NYOYN IN) TRND
TA52) ,00ONMDN DWPYN ONMIND  NI0N  OYY  NNY
MTA LNONY NTHRN NNN 3D YNAN NIDNN INSPINY

.YSNN

NI D AN IN TN INDN WPWYHN PN DNV DIPNI
,2OM0 NT PYDA MNND NADN IRNPNL GNNVNY NOW vpan
PYD 297 DNNKPNY ONRIT NAIND WPYAY TIY MM NN
5y 191N ,DINND DANDNN DWPWNY I8P ,Nv 1.21.4.1

.Y 902 DININD NIRNPIN

Q)

V)

991N PN INRY DIPNIIIN YYD NIV NNYPN

NONN NN 12 1PN ,PPYNY 1.21.4.1 Pyoa NNIND Yy qON

MYPNY FPRYI 11NN KON ,NYSIN 19N NNPNA INITHND I

MYV IN PNND NI YOV NN IVINY DIINIHN HHIH

0N TN P MW N POV A WTNN TNRD 12N

NYSNN NYIT2 VNN YR DOYNIND TIWN MM HY NIDN MNd

NYNINY MNINN (15%) DONNK TWY-NRN Yy NYY ROV 9PN

LPPYNY 1.21.3 PYOY DNNND INPY WX ,NYSNIN NYTI9-DY

.1.21.4.2

INNPNIN NN DTN YN I NHOXNN DY 1PN ,NYSNN 19IN NIPN 29-9Y
:)IPYTI DOINDNN DWPYND

DY WNNY TIVN MM MND P2 DN — 799 mvnn” Nt 1.21.5 Pyoa

N2y NINY T292),NPIDND NIMIY NN PAD ,YAPIY M NI NN
INND ,PPYN NYSINY TIVD M) MIND — "APITNY A99Y MNINY TN DY
TIIN NP2 NPV NNNTN DD IWNNY TIVN M) MND MINHD NNONY

YAPIY M NYYN

ANV NNTPI MAMNNN 29D MDD WPWNRD NIRIPN AN NdNN S NIPNI

NN NDN WPWN DY INPY L,wnn DY AN NN Inby N
9Y AN NXINN NNYY ;WIDTY NNNY MNONN (100%) DIINN

20

: V9N NWYN

.1.21.5.1

.1.21.5



MNONN (50%) DIXHINN DOWHIN MDN WPYN Y90 18Py ,wnn
V107D ONNNY

INNPNY NPX2DN NPIDND NINNY TIvn MM Mnd Nn X .1.21.5.2
NPIYND TINNY MNIN NPIN RN ,PPYND 1.21.5.1 PYD 1IN
NHTPI MAPNNN DD DY HONdN NPON 19D DONONN DOWPYNID
P27 NPV IMND WNNY MNTPINND IMIAPHNIN TO TN
YT-OY WNIY NNN/IN MIAVNIN DINDNT DWPYNRN NN
DONDNN DIWPWNID NIRIPNN .TPIN NOY NP TNNY 128N
.11902 YaPIV 293 1PN NYOWA 7NN

DWPYNN NNNIN MIAYNN AN NNN O»PNn NOY mipna 1.21.5.3
TNKD NDIN YT-DY WNNY NNNIND 11900 NNDNI DIMNONN
.DINIY TIVN M APYN

.PPYNY 1.38 PY0 INT,DNONDN DWPYN 9271 DD DXV

DTN DYSHA DPNID 9N DY 19919 HINDNA 9110 NYSH NITA NANY HNN Ve .1.22

mampn nwan  .1.22.1

NPONN 197 MYYNNA 7I2INY MYHIN MDD NY1Y numn .1.22.1.1
D22 7950 MYSHNNI IN (7APAINN $997) GTHN NYSN MTA INOY
TINND INMN NY (7PN 29an”) DDA DAINN DMIN N
2N YN PYNY 1N DMIN DDAV Y1) Y M NNND NOPYI N0
Ralvalaty

YOV NP0 TVIN INKD NONAN dIAN OSN Yapnny mmin .1.22.1.2
TV ANRD DPNYYN NP NPANN 197 XN DAPNNY IN MINNN
.2NN YT-0Y THIYN XD ,MNPNNN NXYYI N0

MIINYIN TUN , NITIND MALYNI NININN AR P NONIN Man .1.22.1.3
AURY DRI NNNTIN DWIND PINKD TYIND NMON Y MIN0
MININN 9910) NDIWN NIND NDNY NPNN 197 YT-DY MIDION
TV AINNRD DOAYY TY NNIY (NPAINN 157 MYINNI MUYNN IWN
MPOPNNN NDOYI NIID

191 V1979 PRn NINY M 900 DX MNP pmin Yy .1.22.1.4
392 PIWINN NN NN NY TR -9y Y8 N NN PHN DX
TN NYSN MT2 VNDY

IR DOV PNN PIWIND PNNNIH TN N2 1PN PHNNY M .1.22.1.5
VNN NOY NWPAD
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Y2)D WNNY NININ .TAD2 MNOY MTN> DYDY NN viHno 0 .1.22.1.6
9901 Y NYNNN MININD NN INTD DTN YW NI poin
,N2 2330 NN SV HINYID PYM N3 1PKN Tava Mnbun MmN
TN 900V NN .NDPNNIDN N2 5533 N 1PN INN IND
22pNN RO ,NNN DTN NN N2 23PN

T252) ,00Y DTN SPNNI NINTIN YHND XYY P> Py D> 1.22.1.7
PNNNN INND XY TWUN DY DXPNN IYIDYN INY WX NOY
NATHRI) NYSIN NIT2 IONDY 29D PNN NNITHI DN MWD
,PNNT NNITHN DNRD INY IORY ,7INTNA 1PN 1NN .(799N1RN
.NVN Y90 NP VNN THITID DNY

19Y , 109 DN IMNAYR 12 OY TR — 7Py M 1.22 Pyo b .1.22.1.8
MAPAND N IR NYSNN 19N NNPNL LNOND INDH YPYN
YSNN NYT2 VNV 29D MTN> NWITY NRTPIN

12IND 2WN PRI D 1NINN PN PN TN NI nuntnn 1.22.1.9
NMIWNN IRNIND D NPEPINY MTMN NN YD ININITNA 2NNN
2NN YN, DT PPYN ININD ONNNA INININD TPPIN IN NNDN
192PY SNOT PN RINY ,PRYN 29D, MITINN NINN XY NN DOYD
Y PPYN ONIND ONNNA

NPOINN 127 29951 NIANN 295D DN DININN P’ NOMAN Man .1.22.1.10
WNIY NNMIN P NN YONY DN NXvn  DPYYNnD
PPN IN JNIDND DY) TUNY , DNIYNNINI

ONNOMdYN .1.22.2

NNNINN NN NN, NIOPNNN NDOYI NI TN NN o»rnyy . 1.22.2.1
oY NP AWK ,N72NN PNIYN-NNT NINDND ,MAVYNT NINNM)
39991 Y91 HY MINY DY

N0 TYIN INKROY NYRIN INDNN DY 91232 10:00 nywn Ty .1.22.2.2
,DNIND NPANN 197 N0 ("NPIYoN 8Y»”7) MM NNN NHXYI
9y NYTIN ,NMNTNN IWNN DMYSNNI IWN NONAN 312N MYNNHNI
YIPIY NPINN PNN DN PIXN NYTHIND .ONYPIAY MNN NTR
POYY NNARNN NN PRI D0 NPIPINY MITNN 190N NN 11903
)12 oovh

D7D DOYNINN I NPYYDN DY DNNA 12:30 Nywn Ty .1.22.2.3
DY NYINND NIIND NIVH NN ,NONIAN 1IN MYNNR ,NPAIN
DN NNNIN PIAYND ,NYSNN NNV D IWUR PN NIy

Ppwny 1.20.2 Pyoa
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M) MY NONIY YTHN NT NIANN YIN NPYHON DY DN TY
TINY, 19070 MIXIIN DY (797993 MY17) TIY M) PIND DXNNA T
oY NYTIN NIANN ODION 19N INKD OADN DPOY M (2) NV
DNV ,NANT NXIAN YDy D»NY DINMY (2) WA 119070 NMINIIN

.DPI2YN NOWA HRIWI NIND

1.22.2.4

DOPNIIY MTNIN NNSPN 1IN

POAN PNNL MIPANN 31900 NNDNI NMYN INYIIID NIV TN D
DIRSPN IDINY ,TI900 MNNND ONNNA YAP»Y ("PARN NN 9H1I”)

SYIPYTI YNATY TN

DN H9ID) DNNID WD )PYY MDD MND T DN
MIYPNNA NVYPNNY  DONDN  DOWPYN -y NDIAPHNY
N L(NYSNN N ONNNA DOV YIDY DN ,NHaNN DY NNTPIN
NNNITNN Y NPIN IR NN MYXIND MTNN MNIND TN
1.25.3 9yDI VNN ,NONIAN NPMN DTHYD YA NIV
MVTNN PNNRN TP TAND NPINN PNH LN NIPNI .PPYnd
WIAPNN KD )P0 AUNR MTHON NN NYSNN M7 VNDY
LTINS PIDY D9, 00NN T-DY WIPN N L,PAON XY NN

.DYNND DMND 192NN P2 DNNY DINN DIDN ONIND ONNNA

NN H9ID) NNNID NN )PYY MDD MND T DN
DY NRTPID MIYPNN IVPNNY DHNIDN DWPYNHN MDIPNNY
990919 T R (NYSNN MTY OXNNA NIV 95D DX ,N12NN
7PN) NNNOYND ININD NYSNN NITL PN AUR TN DY NN
D905 12» KXY NPANN JVIAN 1IN ,(ININD MY 190N N2 PIXN
DT PYDI NNND NPANN DIV HY NIPNA .DOPMINNN ONYYD
NYTIN DDIOM ,NPYODN DY D DY >THH MT 1IN WHN DOYH
DMNY DY (2) NWa ,NPYDN DPN DPDY 1> NY TINa

TI2YN NAWA HRIYI DININN

NN Y9ID) NNNID WD )PYY MDD MND T DN
MIYPNNA NVYPNNY  DONDN  DOWPYN -y NIDIAPHNY
N (NYNNN NYTY DXNNA NIV 99D DN ,N1ANN DY NNTPIN
T, NYSNN NYT 29-5Y MYNINN MTHN 9D TO DY NOYW N, ANV
IN/Y) 1AV NP MAN NPINN PNNID NV POARD NINN NN
MY MDD DI DY NN IWNN (1NN DN D PNNI
NYT %9-5Y (DMNDN DOWPWN Y-y WNNY NN H91D) NDND

.YNNN

NYT Y9-YY NSY MYSIND MTN> NYDIID NNNINY MWD NHIAND
S TNND 19090 NN D MTN DY NI01 NN IUNRD NYSNN
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MTON 95 NN YD IMNTND NN IR 2WN» PR D)

-DY MYXIND NPT TYUND ININTND MW IRNIND 1D IN¥PYY

NN D9YD29-5Y  PANN NPINN 1NN PN M PPYN 2

TOANRD 991 1NN MAD N0 NN MAPNN M
ANIDN NN —

TAND NINN NI TN NN NN MIAPNN NNNIN
PN NY —

1IAIND NPWOIN — TAND NPINN PNHRI NMIAPND NN
TNND MYIND MTNN TN 5P Prn Yo 5 0N
MapNn MNP IRSPIN INND ,NPITNY MY
TAND 790N NN YAPIY PNNNN MAN N0 NN
DOWPYNN DXXOT P Y MTNN DNNPN NN
DN ,772NN DY DNTPI MIYPNNA YPNINY DIN0NN
VAV O INYN PON ,NYSNN NITY ORNNA NIV D)
PN NIAPVN ,WHNY NN MNOIN MTPHN 19010
TNIMIN D32 MNVIN MITNN D TO PIAD ,TARN NN
YTO-5Y WNNY NINTN 21233, TPNRN NN NN 2PN 12
SNYN L, TPNARN NIINN NN 12P) TUR DINDN DWPYN
NRNPNN INXIND INNMY DAY .NNHY DTN NV 995
127 T-DY WO 1IN ON DY DT PYDA NNRD NYNIAY
TPV 9991 DN ,D0DN0N DWPWNY IRSPIN .NPaIN
NTHRN MNND ORNNDY ,NYSNN MT2 VNVND YN

LPPYNY 1.38-11.22.5 9>y02 MLNONN

(N)

&)

b))

OYPN XD PPYND (3)-(N)1.22.3.3 PYDI NNINXD IRNPNN 29-DY ON

1.25.3 9oyD1a VNI RXIY NITO TN IN MNN XD MWD NV

99 DMMNDN DWPWND IRNPNN MOTY HVIAN MIN ,PPYnd

NPWON L, OOMONN DOWPYNRN NN HDD 19902 NN

S IPYTO

TAND N290 NN M N0 PNHNI MAPNN NI
NN NN —

TANN N0 PNNY TIAN NP0 NN MAPNN NN
PN NY —

1AIND NPWOIN — TAND NPINN PNHRI NMIAPND NN
WIAPNNY NN H915) IMNRD 1IN DD PHaY O oM
223, MYSINT MM TIND NXPY L(DNINDN DIWPYHN
oYY INMYN PN ,INY 112X NN NN NYIY NN
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PNHNI MAPNN ,MNINT MNDON MTN 190N Pav
DWPYNN  WIAPpNNY  NNPIN Y9D)  PNAND 10NN
951 MYIYON MTN YW O9ON 190NN PAY L (DMNMON
12 ,(D7ONDN DWPYNN IDAPNNY NNNIN DD1D) NN

SPRRD D207 NN 2PN

NO PPpYNY 1.22.3.4 PYDI NMNOND INYPIN IRNIND O) DN
NN, PPYNY 1.25.3 PYDA NNKI MIYIND NHAN MYIIT 11PN’
IWPNNY DOINDN DWPYN MITY ,DOPNINN D30 17NN N¥PN
MTY ONNNA NOIWIY YO DX ,NHANN DY NNTPIN MIYPNN2

SYIPYTO TN, NYSNN

TAND NI200 PNHDNI TN NN PNN MIAPHN ND/IN (N)
IMIYN N —

00 133 1NN IR TARN NN 1PNHN MIAPVN NI ()
VIWWPNNY  DONDN DWPYNN WaApNNY MM H91D)
DNNNA MWW YID) ON 172NN DY INTPIN MIVPNN2
IR NN DI PHIY TI Y0NS JPINA NN L (NYSNN MTD
TINN NP (DINDN DWPWYN Y-y WNNY NN D)
TN 7901 PAY DN NN PIN MY MTNHN
MO0 MTNN DY H9I15N 190NN PIAY MININA MNDON
L(DYNINNN DNONONN DWPWNN NNNIN DI1D) NNNINN D2

2390 MY NN PANIN TAND NIINN NN 2PN N2

1.22.3.5 9y0D2 MNKY DORNNA MTAON ARYPNN IRNIND ON 7N
NN L,PPYNY 1.25.3 PYDa VN MW NV P NI ,PPYnd
ND AUNR LYUTN NN PN NP TIND WINN IRYPNN YN
TAND NIINN PNNKD INY TPV SIYTNIN 1INDN PNHN NN
O YINN PARND NINN NI ("WIND TINRN D991 9PN0”)
MTNN DN MIPND I 7P 1AW NP MWD 1NN PND
,NDNIAN NPNIN 29-DY IYITNT NN DOPIPY J19INT MYXIND
TN NOPNPIN XD PRINOY T202) PPYND 1.25.3 PyYD2 VNND
AN APIV NI NI NN NN IX PHINY N3 112 19002

NYYIN DYD N JOP YDA NNINRD YINN TNND 19901 NN YIP)
PHNY DIPN PPYNY 1.22.3.5 PYDI NNND OXNNA IRSPIN
SYTNN TIRRN 177907 NN PRI 1IN IR P PAND NI0N

DOPIM N PPYNY 1.22.3.6 PYD 9D NNSPNNN INSIND O) DN
’9-Dy NPONN HVIAN ,PPYNY 1.25.3 PYDI VNN YIYIN NP
N72NN NYTIN .DXPNINNND DNYID DD 12N KDY NYSNN NT
NPYYON DY PTON NMITA DYWN NNNRD DPANN 51V 7272
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MY NPIODN DPH DXPOY MDY MY TINA NIINN DDINY NYTIND

1P2YN NOWA HNIYI DINIAN DN ONIY (2)

19990 TIRD INNRI MADN MNNPN

02991 DXWPYNY NIV NINSPH

INNOY NYNIN DOPOYN DY OIN TY ,ONYI NN 172NN

TN M DWOY TINHD ININY KDY NDKD IIRNPIN

1AONNNY OIMNONN DOWPWND MIPNDY ,INDND DIYNIND

NN MIAPNND NYNNY D31 ONX) NRTPI MAMNNNA

IUNR TV MM DY NODN MO L(NYSNN MYTO ONNNA

MNOIN 15% Sy Ny ROY 9910 > NYNNN NYTA VSN
(E2N91Y NDNN ARYPIN) NYSNIN MT 29-DY NYNINY
MNNHD NNXD DNNNA NYYN DNONDNY NIDNN NINIPIN

NND INSPNY INDAY DTN NNX IUND ,NON DTN

:TIYNNN MT2 VNN

NNPIN ,NRTPIN MAPNNN YHINY NDN Wpwn 935
NNSYND NMNON DY DN NPYN 295 TIY M MNd
noYNY  MNoN O TIN WY MIAYNNNN
NIYYNY MNONT NT PYD IIWNNY NIMIAONNNN
DY MMIY T M MNd — 7MIANHNIN
PAN N TOND NINT PNNI DHTPIN MIANNN
M) PNNI X LPOIYN A0, WTNN TNND 110N
Swa WPV TN N MNd MM, Nmn

; TIINND NHTPIND MNNNIN

NN IDTPIN MIAPNNN WINY MDD Wpwnh
nISWNY  MNOoN NIWN DNPIN ,9NYa M
VONY MDD WPYND PINKRD 1OV MAYNNNN
TY INDD TIY 1NN XAN PNNA NDTPID MIANNN
TONR MDD YPWNHH N1 7PN ; NOONN MNIN NN
VYN PNNN IMNI DRTPIN. MIAPNND WHNY
(N) MWD NPT NNNN 29D ONN TR YD NIRIPIN

;Y0

NXPIN ,NRTPIN MAPNNN YWIHNY INDN Wpwn Y30
IMIAMNNN DY SYONdN NPoN 1A% Iy M) MNd
; NMMPNNNN DO TO TINN
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SV OIN TIY MM DY NN DMINDNY NADNT NINIPIN
DY NINNIY MM IN TIVD MM NN 219702 MM
; INTPI MA»NNN

12 I8PINY NN ININ WD DINDNY NADNN INSPIN
;NI TIWN MPN

oY NN NSO MNOA TIY I IXPY KD INDN Wpwnd
; WONY NNTRINN NI2»NNNA NAPIY MININ

DMAPNNNY I ,NINK DIINDNN DIWPWNN 1IN OX NIN
DNNODND VNN DINDNN DWPYNN DY NNRTPIIN
LOT-DY NINHND TIVN M) MND NN TY DY NIRSPND
9NIND NIDN NIRNPN YNID THORYY PN NIAND T
DY NITPI MIYPNNL IVPNN TUR ,D0IN0N DWPUNY
AUR PNNI ,OT-DY IWNNY NHNNMIN 12P) YR NN
TAND NPINN PNNY IN) TARD NPIND PNND INY
IN) TPAND NN NN M2 1NN IN (1PIYN 295 ,wTNN
DYa NN Y9 L(PNYN 28Y ,WTNN TAND NPORN NN
NADVN INIPINY 72921 ,07NDN DWPYH DMND NI

YSIN MTL VNANY NN NN 9D Y$IIN

NID YD AN IR CTRR INDN WPYN PN ONaY DMIPNa
299 MY PYDA NNND NODN IRNPNL GNNYNY ROW wpan
MNIDT MNND WPWN PN D NINOHNY Ty M NN
DWPYNY INPY Y (N)1.22.4.1 PYD 90 DNNNPNY

DY PYDI DININN INIPNN HY IDINN ,DINND DINONN

&)

b))

(1)

Q)

V)

199920 TPIND INRY DI0MN Y935 NI NNYPN

NMONN NNN 1 MIPHA PPYND (N)1.22.4.1 PYDI NNNND DY GO

MIPNY TPRYI NI2ND XNN ,DYNND 19N NNIPNA NNITHND 9

NN N PARD NN PNNI MDD IVNNY DIIPNN HO35

™MD NN MDD PNNI IN ,PIYN 29D ,WTNN PAND N0
PPN NYSNN NITA ONON TWN DXYNIIN TN M) HY NN

’9-DY NYSINY MNONN (15%) DIVINN IWY-NLIIN DY NOY NOW

PPYNY 1.22.3 PYDY DNNNLINPY TN, NYSNN MT

.1.22.4.2

INYPNN NN DTN DY I DONN DY NIPNA ,NYSNN 19IN NIPN 29-DY

S)PPYTI DINONN DWPYND

DIPAY WNNY TIVN M) MND P2 DN — 7995 SIIHNT MY .1.22.5 Pyoa

N2 NNV 72521 ,0PoNo N9NNIY MNON PaY ,YaApIY NN NN NN
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INND ,PPYNI NYSINY TIVD MM MIND — "APITNY N99IY MNINY TN DY

2N DTNOD NN NNNTN DD WNNY TIVN MM NN NMINN NNONY
APV DTINN NN

MY NRTPIN MDONNN 97 MDD WPYNY IRSPH N NdNN SY Mpna
;T I9INI NUYN

NN MON WPYN 955 INPY ,uNn DY AN noonn Nnoy KO
S5y 9NN NONN NNDY ;WIDTD NNNY MINONN (100%) DIVINN
MNONN (50%) DIXHNN DWNHRN INMDN WPWN 959 I8Py ,wnNn

O PNNY

INNPNY NPX2DN NPIDND NINNY TIVN MM MND NN RO
NPIYNS TINNY MNIN NSPIN RN ,PPYNY 1.22.5.1 YD 1NN
TP MAPNNN D5 Y >ONIN NPYN 90 DIINDNN DWPWYND
DY PRN IMKI WNINY MNTPIN NMIAMNNIN JO 7NN
YP-DY WNNY NNNIN MV DHINDNN DWPYNHI NN
DOWPYNY INXPIN PNARD 10N NN YR TNSY N8N

.19902 YAPIY 293 TNND NINN NN 71PNN DIANONN

OWOPYNN NNNIN MIAYMA AN NIPAN 0PN NOY NIPNa

TN NDIN YT-HY WMDY NNIND T99HN NIIDHNI DINONN
.DPINIY TIVN MM APYN
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DTINN RY NYSNA 470 NYSH NITA 918D NYNN YV

NYSN NORY TITI NYSND DNONY §THN PPYN 19-5Y DOYNIND TN M
1921 DRNNA ,NYSNN IDIN NNPNI IMYNPWND L ("ATNNR RY NYSNT) NTNN
Vo NYN PIY Y9, NYSNN 1I9IN NNPNI DNAPN DININDY MoNY

ND NYNSNY MON»NN [, PPYnY 1.23.9 1y 1.23.3 D9OYDI MOLNMN MNXNIN
YSNN 9IN NIPND (1)(N)11 9P¥D2 MINN NONHN DTN

VN 080 1027 MW IR DTN PNND WY DYHIND TN MM
(MINND NNNY DY 1.23 YD) 97NN NYSH MTI DONOY

NYNY DXTYPN NI OOYNMIN YD) ,OINNA INXIVNI NNV RN NYSNIN
N7INN INAN DR LYNY L (NYSNN IPIN NIPNL DNITHIND) DOTOMN DIWPYN
POV 9272 DOVIY DI NYNNN MT . PPYND 1.23.8 PYDI VNN NYNNA
W IN DNV DNNNT MNYY PA-5Y MNDIVNN MYNYN MY 01NN DIDN

PPPY DI NXON MYNY 1272 DOVI 1N

TN NYIDIT MINYD NWIN

DNNNN INA - NIANT N MIMN NWHnY  NpNN  onna 1.23.5.1
MTHN D5 NYIDID MININ DNN YaPY NIVNI OPTOIN DIWPYND
DMTOIND DWOPWAN M I3 .9THN NYSN NIT 29-DY MYXIND
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N NPNNIN VYA YIAPIY NN YDA NVOND YD (3)
DTN NVONN NYAPD G195 XIN D 2INN NNNA

TOOON NYPONRN DVP TNND YPIND PN D NN NN
ND ,MNND NVONN TYA DMWPIANNT PN NVONN NYIAPY
OYN AWUN DN MDNX YA HY 0MMP PNIvNa INaY
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N9 ION 2IN MNNY FRNNRIN TOWI INITIND NMYP TIXN
Y NPYYIN MAONI YIANAY MDY NP TIRND NMIPN
95 95 PPN PN TNKD NNNOIN XY 1NN MDN IPPINN

SNYPN TIRDN T DY MPINN N Ty

NYOOR D32 YIANADY GNNYNY OXRDT NN MR Hya  (N)  .1.34.23.6
YPOINN YW NYANN Y52 .NID NI MYNNNI IN DNV YO
PO DOV IO MNP 1 290 NYANNN SINN 2N MDN
N7 195 1732 TR D1PY INDT 7Y ,IMD-N2IN 2INN MDN
NN MNDN DY NYI9) DIVY NAIPIN NION YIPHN .Y
LAMYNI DPRNND YW NIPNa WANNY IRYY NN INONY
02N NYRI DIYIN YIANND Wpann SV 0P P apn
.MSY > DY DNY NNV ON,DPI02

MNPNN PON X WIANND DORYIIMOY IN DN MDX Y (2)
XY TN INX PON PI L, NMIDN NVINN NYSN Tya v
PPY MINT 29D DN, WMDY NN PON

NDD GNNYY 172NN NN Y9 DY NPONI GNNWIY PNIN ()
.YIANN MY

NI POOON NPORN DV 1D NVONN NOIAPO WNNTH DN (N)  .1.34.23.7
DOWIIANAM NYANNA DNXPHD MNPN 1901 HY 9N 1)
NYPPONI NTAPNY NVINN NYAPY VITTH N TN IN TYa
75%- MINS XY YW 217 XN DYDY (M1)1.34.23.6 PyDI NNND
29735 NYANN DNXPHN MDIPN 190NN

NTNYPN NVYNNI YaAPNN NVHNIN TOY PV DVoNn (3)
T 959 N5

DM NIMNT IN NVINN NYIP 2T YRID VY MON ()
DTV NINID PRI IWNY NPONRN DIPIVINNA NT YA
2N

Sy DN AND2 P MYYIRA NI DAY MPNN NPN AN (N) .1.34.23.8
.M19915 AN52 MIND P YWY IMD NI T DY IX 1IN ST
aAN52 IRYIN YT DY NP NIYYM S THIND XN 7NN ON
MOPNY PT TNY NYIN NN TIRND > DY PTD Nmnn
N MDN PITNN MNIXYI NN 29N 1R MDY .IDNNN

N72N2 NVYYVYN Y2 INA NNVIYYA NN INA N NN Y KON NNNNIN TV 7NYP THIRD? NN NITHN 1
.(M72NN VYNY) NVIIWN DY NVLIIYA NN INA (POPYI IR PIYVINI)
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and DNNY M9 YY NINK NTIYN IN MO N9 NPH and - (3)
NTIVNL TPAY ,NTI MO N9 DY WIRD PRYN IN 107N
NYOONN DV TIIND M3 MY 48-N MNA XY N1aNN Y
MNINN NYTINA NINN YAPI DX NIN ,NMIDN MDY 110 7Y
.N9OONN NN

NN MY MINNHN TADNIY DININD ONNNL NNYMIY NIYaAsn ()
NPT DI 119N IN MINKNN VM NP T2 DR GN NAPN
SOV N DY 2INN NNVN NN X MPNHN AN YV
TN 92 NNaANN YV DIWIN NTIVNL NYIAPN) DN NON
,MP0aN NLYNN ,NPVIN 2T ANO2 NYTIN NPONN
3N 9% H5N 90 NHAYNN IN DIVIIAN

NYYON Y52 MLONNN ONIPTN DD HYW JIPIVIIS NOIYY INT NN .1.34.23.9
9902 MVNYD MWD NN IR PN DY OO
DINND DIPIVID DI .2INN MNNOPIINN MPON DY DINPIVION
,DNTNYNINM MOYNNN V2PN NAY NYOND YN AW ST Yy
NNIN WHY [ PINKD NNYPNNY NOORN WNT WY T HY IN
NOONN Y2 I L,TONN NP NI Ty 9 N2 DNV DI

PTO NP DN 2WNN WOW NONA NYIAPTIY

IN DTN D2) NN PO L JONIN O DY NHMY DOWIN IN DT .1.34.23.10
DORYI VI 10NN INA 717200 YT DY TI9 WYY DINKR DIVIN
9IPOW Y9 HY 12 NIPN .2INN NN OPAINHD MPONI BN NPNY
NOONIN PONI YITH ,D¥PIAD DOPIIN ,)PNIN DY IA0N NYT
TN YV PON IMNI IDNNYY RD TN NIINN I1X) MNDN XOD T
NYON M IN NIANN

Y DIVYIN NTIVHI OMPNN 1NN MNDX OPRNN DY NOON 5 1.34.23.11
W YPAY ONWI TP YININ .1I2NN WTIN PIY INX WHNL IN NIIND
NNIONY 91932 ,9NN YN 2IN MVN SPPINN NON TV NI1INN

.172nn

NNNIN TOY MININD 19 1.34.23 PYDI NN 9O

1D 2999 MYIN

9-H5Y DXYNIND TIVD M INIDN ND DD 2D NYSN NYIT DIV PINNN HNN NNPN2
MT 29-5Y DOYNINN TIVN MM NRIPN TV DT GTH PPYNY ORNNY G0N NYSN AT
TIPNI IMYNYNI PN NDT DIV N W WYX N9 D3 NI2NND NYYN XY ,NYSIN
DOYINN TN MM DN ,1969-0D7OWN (NN 1NN ,PPYNN dVIY) TIY M)

YN MYTINING
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DY9790 NYYN MYINNN

PIPY 9931 DN ,DRNNN 19 NT PPYN DY DNINNA DNVPIPTM NI2NN
DY2IND DPRY DMITON NMVYN MNMND DXAMNNND ,NYSNN MT 9-9y 0NN
59-5Y DWNINN TIVD MM NYSD DY WP ,9TH YN MTD Ppwna
YYD MDY PIYNYN WININD DONNNT ,NDNA TN DNNN L,PPYNN
92Y0 WY TIVN NI NIX NN TN NYSD MT 29-DY DOYXIND TIVN NI

QTHN NYSD NYT PPYNI VNN

PIPY 9991 DN ,DNNNN 19 MY PPYn DY 0NmnnNa 0MIvPIPTM 172NN
970N Y5 Yy TV M) MYAY WTIND DXIAONNND L, NYNIN NYT 29-DY DMINN
9-H5Y) PPYNN 9-DY DIYNINN TIVN MM NYXN DY TWP /) T8 DY DND DN
PYDA NN MAPNNNN NN INDN ,NDXI DI ONNAN TN NYSD YT

Ppwno 1.36.1

PIPY 9931 DN ,DNNNN 19 MY PPYN DY ONmnnNa 0MIVPIPTM 172NN
IUPA WY ) TN DY IWPNNTN YNNI DXANNNN ,NYSNN MT Y9-DY DMINN
DNNAN ,GTRN NYIN NIT -5 PPYNN 29-DY DXYXINN TIVN M) NYNN OY
1.36.1 YD MNNY TN DITON TIY DN 20 29DY ,NDXI DNDN

PpwnY

MAPNNN ,NT PPYN DIDID PINN ,TIV MM MY NRONHN NH2NN
a5 ,Advent Investments Pte Ltd. ,n1ana nwidwn ndya >1-5y nmnn
.PPYNY 1.36.3 7Y 1.36.1 DYDI MNNNRM 9-DY¥ NMO NOOWN NOYA NIAPNNN

DYYWNN DINOVPPTN T 95 9PN TNYN NNND DNVPPTN MAPNNN
.172N2 DNVPPTI DTPONI NI

Tmyn o Advent Investments Pte Ltd. ,n7ana nvobwn ndya ma»nnn
.112N2 NVOWN NOYA NN NDPWNN NN T DI 9pIna

.1.36.1

.1.36.2

.1.36.3

.1.36.4

.1.36.5

.1.36.6

DT QIPYNI DINNTIN TIYD 1723 19)3 0N

-N7OVNN (147 'ON) NOIIN DN NTIPO NPPNY PIN NDIOA Hapnn 2005 Y1 25 O»a

,(WTN NON) NDIDN DN NTIPO MINNN DX 122 1IN MWN NIPXNN .("PPnnr) 2005

TVINA )9 1D .NDNAD OINDIN TIY MM NDMNID NYINT L ("DNPaN”) 1961 -NOUNN

PPN MIAPYI DDIDNNY NMOXN MYTNN NNPNM 9 INDIONN DIV PPYNN DIDID

PPN MINNDNN PON 2230 NOIPN NPPVPID NNMP XY PPYNN DIDID TN 90N

NY2P NYa YPnd PPXNa MYTHN DN MNNN NN NYINN NPPOS NDOP XY 1)

TV N NYPYNA MNVPN ONN MWD NN IPYS W 02905 MYpPYn Yy moonn

TNND MIVONN PR TIVD TN MDD 12T PPYNL MNDIN MXNNND .DOYNINN

SYISPN Y 01PN MIND PN ,PPYNI TMIONN PIND MXNN YW NONOIM NNWIS
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TNAY OOXXDNN NX 1D WPYH D30 NPTINON MDDV DXTHPHN DNMY ORNNA
OPYN 95 HY DMNID DRNNAOININPN NI NYIPY

MR NPINT MAID) PPYN M9y DOYNIND TIVN MM DY DN OPD OOPN PTN 1D

NMDT DINIM NINNY NN MDNX NINNMD MINNRD AN YINND MIYDINY NN
1912 TPNNNA OINRINNDT DN IITON (7997 M%)

JOYD NN 12NN NN NN

-9Y TV MO NPONN OON NN NN L,NTIPAY 91 Pyoh ONNNA
TN YV ONWN 0NN NP DN YN IRIY WINPT
NNINI,20% DY NOY NOW NI TN, NTIPY 121 Pyod ONNNA
VYNY NNT .NINNN INDIDN OO NP2 MAN 2ADWD PIN NN
MMNN NMN HYA” PNV PR OP-DY TIY M NN 2D
JA9NN DY TR IN ITAY L POPYA N PN PN IP-nNana
TVINI -NIINT NVOYYN SYNNIRND NV IR TARL MNAY 10% -2
NI INTPY DWTIND 12 -2)1NYID TYIN IN TIVD MM NN
.25% 9y NYY RO PTAOLNOT NN AN 12ND 0NN NV TUN ,NNIND
NTING NPNY N NNNX NN P NNT 500 NNND R Y
Sy PIYD 20% W IN,15% DY 1YY NOW WY DN N, TINID
DHN NV (1 IR NI NN NN NN DI AN NI OMINND MNN
NI NPIRH P ADIDNNY TN 220 51N KD NN NNANN
(1)2 PYD MNXNND ONNNA L,7POY’N NOIdDN 9T NN TN
MY 46%) NTIPAS 121 PYDA MIAPD HYIW DN N ,NTIPAY
SV NYYY TY NITTNA NN TUNX DN NYY (2010 M1 45% ,2009
TOONM DT MINHTN YANY DN 220 (2 .T9N) 2016 MHva 39%
NIHN HOHNRAIN PN NN IN TIVN M DY NTNRNN PWI9
NI NTIPON MINXNNY DXNNA (3 .25% HY YW DN TIYN M)

DN NV ,1993 72NNTA 31 DPN HNN TN IUN NIPIDION N

TV DY NPOHNN OONT PN NN DY DN 2N MM DTN A 2N
MY 18% HSW WYY TY MHITNI NN WX ,MIaN DN NYva
.(2010 MW 25% ,2009 DHNN MVA 26%) TN 2016 DN

PN IRTD L, NPMNT IMINY 1IN TN YNIPHY NN NN
PHNN NN NONX NN OV (PN NN 2N TNXD MOYN) MNpnn
O2WY DWYWYNN NN NNAYN MIXXIND INTIY DINND DX DY M NPNRN
DY DX INT DN OONXD LD 1D .NMNY 1NN T (DD ON)

2NN NYNN IY WY DI NI NN YW NYI5IN

TIND IN NPINY WMNY PN 7ANID JNPHRY NN NPONI
NON NN SV (PNN NN 2N TNXD) YNPHNT NN IR 2N

.1.37.1.1

1.37.1.2

.1.37.1.3

.1.37.14

1.37.1

.TIPAY 88 YDA NT NN NITHIND
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NN IN2YN MIXNIND NI TPNNNRD AN KW NPRN PHND N
NN INTD DN OONND )0 10 .NMNT JWIDdN TYa D2WY DIYVYNN
SPNAIND YN YW YD DI NNNRD NN DY NV OP

PYD 135 DHN DMNIVAN DA NI MNP 1) NNV NNHNI 1P
TIY M NPODN PO ONNT PRI DN DNV [ NTIPAY (2)9
TIY MM NP NN NWHINI JIP DY PMDIDN DY .IMNIND
NNN NPNX NDIDNNY DN DY INDION DY HNN OHN NYY 5

ST N2V IN PPOY’A NDION PTA

D92 TIVN ) NN IND N70NY DNIVNL DITINNN TIY M) PrIYHY
NN 2N PNIYY RN S8 .IND YAVND NN TINN 1DIWY
WY NN TTHI INTD TN KINY TIVN )2 PPINN Y200 PONAIN NN

STIVN 993 TINK PIR YI0NN

NN AN INA DN MDX WIND 19NN WPpan 1 Mpna
NNONI MY ,NMDT APAN DY TITA 7HAND DY 2N TNIND
O»P IWRD ,NMDT NPAN DY TITA TIV MM OV NN NYSN
NPXNND Y2ANDY INA MNAND INN MNNXY DNPIN N2V M
DN NMYID ,NNRI NMDT NPAN DIV ,1712NN 1IN ,NINNDND
NMSDT P NAVNN 229N NV D DN ITON MIAPY M Y
NDM YAPY NNNRD DN ITOM 7PN 2NN MNMND DNPHN NN
MR NYAPD NHAND THON ,)ISY TN DI IN NPON D

DTN NPOIN DIV NNRI DN TN DIYHY NDNIN

TIVO T NN OHNIN NN NN NPNRI DNN N PRIV
IN DIYYNN ,NNINND A1) NDION DN NIPNY ORNNA ,DOYXINN
NPOYI IN NNNNI YIPA DTN NONI LTIV ) NN NN AN
M) NPINI NNHN 1M DOVNN 2N ,2002-)"OUNN (N TNY
TIY 929321 9NN PN NNIN 20% SV NPV DN 1Y, TIVN
N DN AWRD -PNN NN 15% DY MW TR TING IONRY
92N I 92190 AWRD ONIN PN NN 25% DY N TN
DN NN (NNAN NHY IN) NV NN <19 NINT DTN )3
AMNY OXTOAN NIVPO PO NIV PP ST DY PNV NPNa
TNND NPHNI DN T2 XD NN 2VIND  .YNID NPHna nomd
DN N2 XY ;1D 1N NNPNI DOWIAPN DINNDN DININ DIPNNA
9271 0MNVON DXV DINN NNHBNY NNIP ,90) MNPY NPHNa
NIDND N9 NY NONN TN DN D I PT Y9Y NPna on
PYO MNRNN DN ORI PIN NN DO VNN NPNI OHKN
PI2 DRTPN OWYM NINT 272 INDHD MNDIM NTIPAD (1) 91

S NIND 1IN
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1.37.1.7
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TIY M NPINI PA ONNT DY DHN NV IN AN Y55 .1.37.1.9
WYY YIPN HYaNI PN PND NNI OX [ ONIYI NP2 DINDIN
IN PPYNN NNDNI DDA TIVD MM NIN WITYW T292) DN
1PN TN INDNY DNV DIV TN MM IR WIIY IN PINKD
VY NIND 2WIN ORIT PN DNIY DIV DTN P TIVN M)
AVIN DTN 2 92N 2D DINY NY DYDY ININRN .NI0N TYINI 0N
-5 DONOWN IN,DNTIN IN )N NVIYY OYHYa DN IR Y 2IWIN DN N
AVIN OTIRN "2 AN HY DINNINN IX MODIDNNN INY IR 25%
NIPNA .NTIPAY NE8 PYD 297 MNND POPYI IN PIVNI NINN
NINN SV VI NMINNN INNY IWAN 9935 5N IPNX NNNXI NVIY
NINT 2WIN SY MAVIND NYTNRY INIY P (NNMP ON) DHN

DWNIND TIVD I NPONN OXTON VP .1.37.2

PIVP L9995 ANV, DOYRINN TIVN NI NPINN OXTON NP Y .1.37.2.1
DHN MV POV ,DN DN 7PN PN NN N IDORY )N TN
53 NPONN WIAPY PYPIPN NI PN ONNA TNID TIY ) NPONDN
2N MNPXYAPR PN NI LYNID) DD NHNND IN IRV, NINY D)
(3.5-9 1 5% DM WP TUN

IN T TN O) DIVDPY P I MNND 0NN MV N0 Toon 1.37.2.2
MDIWY TITTY TP TN IN TIY M INMN PH OIWY THITDT
SY SNN DNN MYYY T1D2)) DN MY NNIND DINN TIY MM HYA
DIVP (25% DY NOW KD NNINRD INND TN N DD MM
TN IN PN ONN TNID PN TOAN VP DY 7172 YN DTOINN
SNAND TYITDTIN DI MDION

IND TA22 PO NN TN NP 2080 NN WIPY 1) NOW 7o .1.37.2.3
I8 DAY MYN INKD  NINID DNN NNYIA NTIPAY (2)92 9yoa
STONN 7PN N2 DN MYD MIT NMVYN TP WHNY 115231 ,7090N

MVYO OTIP ISNY DPND TIY MMM DXTONN NPPY wnn Yoa  .1.37.2.4
MININ WIAPI IWNR,IDPN JNN 223D MODN MDD MN»P ,2006
SPINITI NPOINN MY NTIPY 92 PYOY NN

NIV NDIN22 DINDI TIY MY NPONA PV DO (N)
,MINAN DNV DPNY MY 2005 Ty 2003 ©NN NNVA
PYO MNXINN 29D 1.1.2006 -N DY TY WP XD DNOVIA DONY
NP NY AUNY ,)NPINA DIV MY INDND ,NTIPSY 1WV105
NNT T 79X 2007 MIWA IDP N2 P> ,2006 NIV TONNI
TIVN MM TITDTY TP TN 191 TIY ) DI NPOHNN
ONN MPVYY TAD2) ,DINNR TIY MININ NPT DN
.20% 9y N2W ION DYAPN YT THITTN IN NN DY HNN
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DMINDY TIY MM NN DYY NN PV OXTooN (1)
orawy ,1.1.2006-N0 95 MOMY HNIVWY INn NoNaa
Y DNITIND ,D% TIY M PN 1.1.2006-0 DYY DTPY
02YNY WYY ,)NPPNA DIV AT INDND X105 PYD
2007 1V 3IPD M ,NTIPON MINNN 29D MINAN ONYH
NDIDN TN 9 T M DO NPONN NN T -TION)
MDIN TN 1) TIW MIMN OMKHD TITDTH N MDIN
DNN NYYY 11921, DINK TIY MPNN THIPDT MDD

.20% 9y NOW PR DYDY DNN

DIINONN PINT 6 PYDA INTITIND TIY MIMIN WX TN ()
NP N 1.1.2006-N DY 29D MmNV ()01 9> INDND)
MINND 295 MNAN ONIYD Y PIAYNY INMIWY O ININR MY
NI NPINRH NN TR P IPY TP 1T, NN 6 PYD
I¥NY NY 29D TOI 12NN 7PN DN .NDNA2 DINDIN T
TOAND ,NTIPAY (2)28 PYD 1YY TOANN NN IR, TOININ
.POYN 12N

UN PN TOON DIIDN NNAY DTN 22 72N >T Yy M nona .1.37.2.5
24 Twna MINN YW YAPNNY TYITT DITD ,7PINN NPINN NN
TITT VYNY ,TOANN DIFDN NV XY TN NN INTPY DVTIND
0N NN PTIN PIYD ON) AN N 15% S N DN POy ONVY
(ORI INN DIVY DN LYNID

19200 NI 12 TITTN MDIDN Y NINY OPD WY .1.37.3

Sya T3 Dna Y955 2N P ,NNANND NN yNPpHRY DT 1.37.3.1
NID DMINN DY DN VYND ,20% DY NYWA HRIYW 2WIn TN NN
-2 30W9D TYINA IN TYITXTN NYAP TYINA NN SMIND NN Hya

.25% TP 12D DNN MY IUR D INTPY DVUTINN 12

ND NN 9990 ONIY MIavIn MN2aN A DApNND THITT S0 1.37.3.2
MDIOND N TTTH NPRY T152) ,NNN NDIINN PRINI XID
NIND INPRY TITTN IR ORIVID NINHD NNV IN PNV
9 DY YINNY TIWOY INNIN IPOINY DI TITT MDD KW ORIV
IAS-16 -1 IFRS-1 w 1OxIvWN TONNIVNN NPPNR 27 1PN
P90 72NN DIV PPN NPPNI

oYY |, 20% HSW NYWA DITIPDT PI2 DR 2¥N D N awvin .1.37.3.3
IN TITDTN NP TYINA 172N OMNHD NPIN H¥2 7MY NIN 28N
,25% DNN MOV XD IRY N INTPY DWTINN 12 -2 109D Tyna

SN NPT N/MINN 1P9Y DN NNNHNRY 91932 NN
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NV NVHNI )IP T HAPNNN NIAND MNNA INPHY TITT
(2)9 PYOY ORNNA DHHN DPNVIN DINN DINMN YD) MNP 1N
DN 9= NA1N DNNHNI IR O 0NN MV DY, NTIPAY

S DY DHNN ONN INYYH ONNNA

NIPNY ORNNA ,THPTH NPIYNA NPHNA OHRN NN 1DN NIIND
-YOUNN L (DX9NDN DINNINY TITTH 1PN NDN) NI OH
NN N, MNNND NNPNY OXNNA (7990 mMIpn”) 2005
MMV PNIN YR ,7INN NN P32 TITDT NPIYNa Ipna
2 72N/ XIN AVIND IN INIY AVIN T ,NDNIL INDND
NIN AVINDY THYD DN O) DINY NNINRN .20% DV MYV P (DTN
TVINA IN TITTN NYAP TN 1IN SMNN NPIN Yy NV
TITT DWW 0N NP A DY IY TRV OVWTIND 12-2 NwHd
299 52NN DN NPV YIAPI YD NIN AWIND INA DRI AW TN
2% MY NIN AVIN 12X .YIAPIIY NYWN 29D DNN N LPT DO
P2 NN DN YOO NYINY NINN MNMND NOdA 7P NPNa

92PN SY IMIWVIN NYTN PIAT IR NN

NINY NP ,9N) MANPY DMOYN PI2 NPNI DN 1O RO
TN 97 NPHNA DN 1IN DNV DD DI

.1.37.3.4

.1.37.3.5

.1.37.3.6

(7 7Y /N NITO) 2IN NNND N MDIIN DY INdPW DR WY

NOW MY DN N R TN ,NTIPAY (2)) 125 Pyoh orNNA
DN MNDNXI ONPHRYY PO T IN MY DY 20% Dy ndY
SN YA0NY MTINSD IN DX M0 TTHY NIDNI MTIND
.N2»NN INDION DIV NP MAN 2ATWI I INDION NN N
OXPNHRN TTH DN NTIPAY I125 PYD PIYY T IR P PV
1DIYY D) 220 NPPVDILVLDY NPTIINN NIVON NNDITNY 1DIND
VY — NIN Y202 1P NINY IX IN YI0NID PTIT TY INIDNL TN

RYalelaty

IN JII8D DPNND TTHY WIVNI MTINY 2NN MMN 12 7PN
0NN NV P PN ,O995 NIN YIVHNI 2P 1DV IN XIN Yavnd
NTRND SYIN 2NN MDX 1IP 1) INNKY DTANIN SWI90 DY

27 ,00)°78D , 0NN, 1PN DY INNXIY

15% 5S¢ DN MYWI N RN PN ,NTIPAY ()X 125 Pyod oxrNN2
TTA% DTN NPRY 2IN NNVXRI ONPHRY )P DT IN 1P DY
TMITON NITO D (PTAD TY TT00 NTINY NIRY 1IN NN M2AY)

2OM0 NNIND DTN NPNN XD TWUNRY TNYA PAONNY D1DdW H-1a
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DONINDN TN 710N P2 ,07PNN2 DN KD NNND ONN NYY
IN DTIPAY (1)29°¥0 135 "PoY”n NDIdN NI NN (1) ONIN
; NN DIYID NN IN DN DY PMNIYN 11902 NPV NONY
; INT MDNX DY NTRND OWIAN NP MIRKIN 213 Yan T (2)
TNRI NTIPAY 88 PYDI INITHIND YMINN NN YY1 XN NN (3)
DTND 2 92N2 T AN (4) ;7PN IR NNOYHN ,NHaNa
,DIXIN 1Y 91D IN DIMPY D 1NN NINY IX DI NN OOVY
NNIND NN 1D OX NIN ,IDOY DINK OITHVH DION 1D YWY IN
YOVINY 7D2) 20 DIN YIAPI NN NYYY NMVYN TP DY INYT
01PN .OTRN M2 72N PIAY PN P NNRI DON> DY ONPPN
Y2WN DN NYWA JPD ONT IR TP DY DHRA TN 1IN IININD
9NN 27NN ONN NYY .DTIPY 121 PYoY DXNNA TN DY HNN
,(2010 M1 45% ,2009 MV 46%) NTIPAD 121 PYD 9 Sy N1 DY

S9N 2016 MIVA 39% YW NYOYY TN DN TWUN

AT IN (NTHXN OWIAN MIID) NN MDIGN DY DN ONN NYY
MINNY DTN )2 72N NPRY HRIY? 2WIN DTN 2 730 YW 150N
(M3 PYO PRYY LYND INDIIN NYIPA MON NTIPAD (2)9 PYO
,ND22 MINDI 1IN MNDNI YNPHY ,NIINIY 1D Y10 NTIPID
18% Sw YWY TY MH TN NNAY AWN ,MNANN DN N 1N
RN MWA 25% ,2009 OHNN MW 26%) TN 2016 DHN MVA

.(2010

NINON OY NIN 2WIND DINIWNN TTIND SWIN WX 11203 0T, 121
LINIYY 2VIN DTN 92 72N PXANY ORIYA NDII2 NINDIN 1IN
NIND AN DY YaApN SYONa NPN NOIDINY Ta532) NN DNV

: DONAN DIPNA DIN KD NV ONIWI

IN MNP SV N NIND AN (N)

2P NN (3) NPY INITHND P WD NN awvin ()
IN,PXONN DTN 92N DY ,NTiPo 88 Pyoa

9205 DMK 1M N DMPY NN T WD NIND avn ()

DN NIN) 10y DXTAPH DION 1Y WY IR PX9)NN DTN M1

2) 29 DINA YAP) PN T IN DN WOV 1D NN
DTNV DXON SV DPPPN YOUINY

MDIdN DY LINY NN NV 2585 9INRD NVAN DN ROV NIPNna
TIWN MM YNPNRY (DTX 132 72M TN XIN Y2Wn DY A
DINNX DY JPMIRNND ORNN N ATIPON NINNND ONNNA N
¥ 12WIN DTN PAY HRIY NOTH P2 NI 0N DD NYInd

NN 2N
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PYD 195 DHH DINVIN DX TN MNP 12 NNV NVHBNY P

JNNND 12 ONT IN NI NDION P2 ONN DNV ,NTIPAD (2)9

Y128V 1122 DT IN DDA 72T NTIPOY (N)3 PYO MNNNY A

NI1N NNNINI IR DY TPMDIdN DY INK DY INPINND N9pNa
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1.39 Expenses of the Offering

The aggregate amount that we will pay for consulting fees, distribution fees and
commitment fees and other commissions and expenses in connection with an offering under
this prospectus will be published in the supplemental shelf offering reports.

1.40 Incorporation of Certain Documents by Reference

We are allowed to "incorporate by reference™ the information we file with the Israel
Securities Authority ("ISA"™) on the Magna system, which means that we can disclose
important information to you by referring to those documents. The information incorporated
by reference is considered to be part of this prospectus. We incorporate by reference the
documents listed below:

(A) Our Annual Report on Form 20-F for the fiscal year ended December 31,
2008 filed with the ISA on the Magna system on April 27, 2009.

(B) Our reports on Form 6-K filed with the ISA on the Magna system on May
21, 2009 (regarding the announcement of our dividend distribution for the
first quarter of 2009), May 27, 2009 (regarding the amendment to our 2004
Share Option Plan), June 15, 2009 (regarding our agreement with Apple
Sales International), August 10, 2009 (regarding our dividend distribution for
the second quarter of 2009), August 10, 2009 (regarding our second quarter
2009 results), August 26, 2009 (regarding a lawsuit requesting certification
as a class action filed against us, another cellular operator and two content
providers and integrators in the Central District Court of Petach-Tikva) and
August 27, 2009 (regarding a lawsuit requesting certification as a class action
filed against us in the Central District Court of Petach-Tikva).

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.

You may obtain a copy of any or all of these filings at no cost, by writing or
telephoning us at the following address:

Partner Communications Company Ltd.
8 Amal Street

Afeq Industrial Park

Rosh-Ha'ayin 48103

Israel

Tel: (972) 547-814 888
Fax: (972) 547-814 999

Attn: Mr. Oded Degany

V.P. Corporate Development, Strategy and IR
Direct tel: (972) 547-814 151
Direct fax: (972) 547-814 161

Our ordinary shares are listed on the Tel Aviv Stock Exchange. However, because our
ADSs are also listed on the Nasdag Global Select Market, we are exempt from certain of the
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reporting obligations specified in Chapter Six of the Israel Securities Law, 1968, that would
otherwise be applicable to a company traded on the Tel Aviv Stock Exchange, provided that a
copy of each report submitted in accordance with applicable United States law or Nasdag
rules is filed with the Israel Securities Authority, the Tel Aviv Stock Exchange and the Israeli
Companies Registrar within the time specified under Israeli law.

1.41 Indemnification of Directors and Officers

Our articles of association provide that Partner may indemnify an officer or director
of Partner to the fullest extent permitted by the law. Without derogating from the foregoing,
our articles of association specifically provide that Partner may indemnify an officer or
director of Partner for liability or expense he incurs or that is imposed upon him as a result of
an action or inaction by him (or together with other officers of Partner) in his capacity as an
officer or director of Partner as follows:

@ any financial liability incurred by, or imposed upon, the officer or director in
favor of a third party in accordance with a judgment, including a judgment
given in a settlement or a judgment of an arbitrator, approved by the court; or

2 reasonable litigation expenses, including legal fees, incurred by the officer or
director or which he was ordered to pay by the court:

@) in the context of proceedings filed against him by Partner or on
Partner's behalf or by a third party,

(b) in a criminal proceeding in which he was acquitted, or

(c) in a criminal proceeding in which he was convicted of a felony
which does not require a finding of criminal intent.

3 reasonable litigation expenses, including legal fees, incurred by the officer or
director due to such investigation or proceeding conducted against him by an
authority authorized to conduct an investigation or proceeding, relating to an
offense which does not require criminal intent, within the meaning of the
relevant terms in any law, and which:

©)] ended without filing of an indictment against him and without the
imposition of a financial liability as a substitute for a criminal
proceeding; or

(b) ended without filing of an indictment against him but for which he
was subject to a financial liability as a substitute for a criminal
proceeding; or

(@) any other liability or expense in respect of which it is permitted or will be
permitted under applicable law to indemnify an officer of Partner.

Our articles of association also permit us to undertake in advance to indemnify an
officer or director with respect for items (2) and (3) above, or any other matter permitted by
law. Our articles of association also permit us to undertake in advance to indemnify an officer
with respect to item (1) above, provided however, that the undertaking to indemnify is
restricted to events which in the opinion of the board of directors are anticipated in light of
Partner's activities at the time of granting the obligation to indemnify, and is limited to a sum
or measurement determined by the board of directors to be reasonable in the circumstances.
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The undertaking to indemnify must specify the events that, in the opinion of the board of
directors, are expected in light of the Company's actual activity at the time of grant of the
indemnification and the sum or measurement that the board of directors determines to be
reasonable in light of the circumstances. Our articles of association also permit us to
indemnify an officer or director after the fact for all kinds of events, subject to applicable law.

In no event may Partner indemnify an officer or director for:

(D) a breach of the duty of loyalty toward Partner, unless the officer or director
acted in good faith and had reasonable grounds to assume that the action
would not harm Partner;

2 a breach of the duty of care if it was made intentionally or recklessly;
3 an intentional act which was done to unlawfully yield a personal profit; or
4 criminal fine or penalty imposed on him.

We have undertaken to indemnify our directors and officers, subject to certain
conditions for (a) any financial obligation that is incurred by or imposed on such person in
accordance with a judgment, including a judgment given in a settlement or judgment of an
arbitration approved by the court, provided that such liability pertains to one or more events
specified in the letter of indemnification, which in the opinion of the board of directors are
anticipated in light of our activities at the time of granting the indemnification undertaking;
(b) reasonable litigation expenses, including legal fees, that were incurred by such person or
which the court obligates such person to pay in the context of a proceeding against such
person that has been filed by us, on our behalf or by a third party, or in a criminal proceeding
in which such person is acquitted or convicted, for an offense that does not require a finding
of criminal intent; and (c) reasonable litigation expenses, including legal fees that were
incurred by such person due to an investigation or proceeding conducted against such person
by an authority authorized to conduct such investigation or proceeding and which has ended
without the filing of an indictment and without the imposition of a financial liability as a
substitute for a criminal proceeding, or which ended without the filing of an indictment but
with the imposition of financial liability as a substitute for a criminal proceeding relating to an
offense that does not require criminal intent. The aggregate indemnification amount payable
by us to all of the officers and directors pursuant to all letters of indemnification issued or that
may be issued in the future shall not exceed the higher of (i) 25% of shareholders equity and
(ii) 25% of market capitalization, each measured at the time of indemnification.

We participate in a directors' and officers' liability insurance policy procured by our
controlling shareholder, Hutchison Telecom, insuring our directors' and officers' liability and
our undertaking to indemnify them, in respect of certain matters permitted by the Companies
Law. The insurance program provides primary coverage for the directors and officers of
Partner and its subsidiaries for an amount of US$50 million for any one claim and in the
aggregate and in excess thereof the insurance program provides coverage for Hutchison
Telecom and its participating subsidiaries, including Partner, of up to US$75 million for any
one claim and in the aggregate. The policy includes coverage in respect of our and our
directors' and officers' liability in respect of our initial public offering and our offering of the
Notes due 2010.

Hutchison Telecom and its participating subsidiaries, including us, are also covered
by further excess directors' and officers' liability insurance policies of up to a limit of US$75
million for any one claim and in the aggregate for the policy period. These policies are shared
with Cheung Kong (Holdings) Ltd, HWL, Hutchison Telecommunications Hong Kong
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Holdings Limited, CK Life Sciences Int'l. (Holdings), Inc. and Hongkong Electric Holdings
Limited and their respective subsidiaries. In the event of the depletion of the insurance
coverage underlying the first layers of insurance as the result of payment of loss, these
policies shall continue to apply for subsequent losses as excess insurance over the amount of
insurance remaining under such first layers of insurances on follow form basis. Our
participation in the annual premium of the insurance program as described above is
US$506,850 for 2009. See “1.12 Risk Factors — Risks Related to Our Controlling
Shareholder — We do not expect to continue to enjoy all of the benefits and support arising
from our relationship with Hutchison Telecom and HWL following the completion of the sale
by Hutchison Telecom of its entire controlling interest in our company to Scailex”.

1.42  Directors
Below is a list of our directors as of the date of this prospectus:

Fok Kin-ning, Canning
Dr. Michael J. Anghel
Chan Ting Yu

Chow Woo Mo Fong, Susan
Uzia Galil

Erez Gissin

Dennis Pok Man, Lui
Pesach Shachar
Amikam Shorer

Frank John Sixt
Moshe Vidman

1.43  Where You Can Find More Information

We are subject to the reporting requirements of the US Securities Exchange Act of
1934 that are applicable to a foreign private issuer. In accordance with the US Securities
Exchange Act of 1934, we file reports, including annual reports on Form 20-F by June 30
each year. In addition, we file interim financial information on Form 6-K on a quarterly basis
within 60 days from the end of each quarter. We also furnish to the SEC under cover of Form
6-K material information required to be made public in Israel, filed with and made public by
any stock exchange or distributed by us to our shareholders. Reports and other information
filed by us with the SEC may be inspected without charge and copied at prescribed rates at
the SEC's Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. The public
may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. The SEC maintains an Internet site that contains reports, proxy and
information statements, and other information regarding issuers that file electronically with
the SEC (http://www.sec.gov). Our Internet address is http://www.orange.co.il. You may also
find our reports filed with the ISA on the Magna site whose address is www.magna.isa.gov.il.

1.44  Legal Matters

Certain legal matters with respect to this offering are being passed upon for us by
Gross, Kleinhendler, Hodak, Halevy, Greenberg & Co of Tel-Aviv, Israel. See Chapter 2.

1.45  Experts
The audited financial statements incorporated by reference in this prospectus, to the

extent and for the periods indicated in their reports, have been audited by Kesselman &
Kesselman, independent certified public accountants in Israel and a member of
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PricewaterhouseCoopers International Limited, as indicated in their reports with respect
thereto, and are included herein in reliance upon the authority of said firm as experts in giving
said reports.

You should rely only on the information contained or incorporated by reference in
this prospectus or any supplement thereof. We have not, and the consultants 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 the
consultants are not, making an offer to sell these securities in any jurisdiction where the offer
or sale is not permitted. The information 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
such date.

262



P INY VTN 2.1

: INAN DPVAYNT NYTN NNN NN NDP NIINN

pTIN =777 - 0N G KH

'MW 20220 190D T s e

2009 92HV902 2 ,2°AN-9N
7a5Y
1792 HNYPN V99 NN
PON NYYYNN MN
8 bny /N1

PYN YNY
AN

(79N PpYN”) 1N7¥a NNVYPN 9IVI9 N3N JY 4990 VPYN NN

SYAPTTI NAYT NN NNNDIOIN (7H930N7 :19ND) N7YA INYPN NDVID NYPIY DXNNA

QTN PPYNL NI NN TN PPYNL D910 NIAND SY TN MPNY NN NMn .1
TN PPYNI ININNN 19INA GTHN PPYNL DINYIN TIVD MM NN PPANY NONOIN NN .2
TN PPYNI 0151 DIPMNY) PT DHM NI1INN YV DNOPPTY .3

LTHN PPYN 5595113 1NNYT NNN D DIDIDN NN

,29 a9

179y ,\7911‘11 qVN 1779y ,1”’1 YN 1119y ’v: 478949
AW 2933999 , M0N0 PN ,99790395P ,099)

263




PIYN AN PN 2.2

29NN 117 9Y DMIPAN MINYT NYYOSNY PAVNN NI NNODN  .2.2.1

PRICEWATERHOUSEH(QOPERS

NIVN ORI YOO Y0P
68125 2>aN YN 25 TN ,INON TN
61003 >AN YN 452 .1.0
03-7954555 1950
03-7954556 DP9

2009 120VoDa 2
1359
19792 NNYPN 13099 HIaN
8 Y1y /N1
PON MYYNN PIND

Py YNY

RN

(7N93NnN” :19N09) 19783 NNYPN VYD NIAN VPPYNA NNN THT IY DIINY NPT HNN ) 13N

DDI9D MIVY N7V NNYPN VI NN 2D NI VIV PIXD ININ NNYPID NIANN DY NIAVYNN ONIND
.2009 120V9D YTIN 721N DDND WX T PPYN 19 DY 10 NYSN MNT

DPANN NIAYN NI DNNON NN TIY Y ,N72NT 1T 5Y NN NIMY DIIPIN NINT YD DIDIDDN DX
N2 N9PNN TONNA NN T DY ININD DY §TH NYSN NINITA NM9N DY TITOY DD ,N1aNN HY
SNNRD GTHN PPYN 29 DY TR0 NYSH NINT DD 1N

IURY INIWI TIY MM MYAD WNINY GTHN PPYna 550D TY1NI 192NN NP 297 1N 1Y anon
.2009 120LV5D21 30 DY TY DONY

,227 Ta02

\lapAvipaRVabiviv)
NIVN ONIN

264



2009 99982 27 DN NYTN YV 129010 TITOY NHYDONY PNAVNNOINII DNNODN  .2.2.2

PRICEAVATERHOUSE(QOPERS

September 2, 2009

Partner Communications Ltd.
Afek Industrial Zone
8 Amal Street

Rosh Ha’ayin

Dear Sir or Madam,

Re: Opinion to be Incorporated by Reference in the
Prospectus of Partner Communications Ltd. (the ""Company"")

We hereby consent to the incorporation by reference in the Shelf Prospectus of the
Company of our report dated April 27, 2009 relating to the financial statements and the
effectiveness of internal control over financial reporting for the year ended December 31,
2008, which was included in the Form 20-F of the Company (as filed on Edgar and on
Magna on April 27, 2009) and incorporated by reference herein and the reference to our
firm under the heading "1.44 Experts".

This letter has been given at the Company’s request, and we agree to the letter being
included in the Shelf Prospectus to be submitted to the Israel Securities Authority, and
which shall be published by September 30, 2009

Sincerely yours,

Kesselman & Kesselman

Certified Public Accountants (Isr.)

A member of PricewaterhouseCoopers
International Limited
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