Scailex Corporation Ltd.

(**Scailex™ or "'the Company'")
48 Ben Zion Galis St., Petach Tikva 49277
Tel: 03-9057730 Fax: 03-9300424

December 12, 2012

To To

Israel Securities Authority Tel-Aviv Stock Exchange
22 Kanfei Nesharim St. 54 Ahad Ha'am St.
Jerusalem 95464 Tel-Aviv 65202

(Via Magna) (Via Magna)

Dear Sir/Madam,

Re: Engagement in an agreement for the sale of a portion of
Partner's shares owned by the Company

(Immediate Report pursuant to Regulation 36(A) of the Securities Regulations (Periodic and Immediate
Reports), 5730 - 1970)

Further to the Immediate Report published by the Company on November 30, 2012 (reference
no.: 2012-01-297369; this reference constitutes inclusion by way of referral) (“the Original
Report”), concerning its engagement in an agreement on that date (“the Purchase
Agreement”) with S.B. Israel Telecom Ltd. (“the Buyer”), an Israeli special-purpose vehicle
(SPV) that is wholly owned (100%) by Saban Capital Group, under which the Company shall
sell a portion of the Partner shares owned by the Company to the Buyer, all being pursuant to
the conditions specified in the Purchase Agreement, the principal provisions of which are
described in the Original Report, the Company is hereby furnishing the following updates
relative to the Original Report and relative to additional matters deriving therefrom, as specified
hereunder.

Any term not defined in this Immediate Report shall have the meaning ascribed to it in the
Original Report.

1. Update regarding a number of dates prescribed in the Purchase Agreement

1.1 Due diligence completion date: pursuant to the Purchase Agreement, the Buyer’s due
diligence examination relative to the Company and to Partner is until December 27,
2012 (as stated in clause 5(a) of the Original Report). It should be noted that the
Buyer has informed the Company that, pursuant to the Assignment Agreement, the
Buyer has undertaken towards Advent to complete the due diligence examination as
stated by December 19, 2012.

1.2 The deferred deadline for closing the transaction: pursuant to the Purchase
Agreement, the Purchase Agreement may be cancelled by the Company or by the
Buyer if the Purchase Agreement is not consummated by February 7, 2013 (“the
Deadline™), provided that, if approval from the Ministry of Communications and/or
the Antitrust Commissioner is not received by the Deadline, the Deadline shall be
automatically extended until March 28, 2013 (“the Deferred Deadline™), and only
subsequently shall each of the parties be permitted to cancel the Agreement pursuant
to this subclause (as stated in clause 6.(b)(1) of the Original Report). It should be
noted that the Buyer has informed the Company that, pursuant to the Assignment
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Agreement, the Deferred Deadline in relation to all matters pertaining to the relations
between the Buyer and Advent is March 18, 2013. It should also be noted in this
context that the consummation of the Assignment Agreement is a suspending
condition to the consummation of the Purchase Agreement.

Accounting, tax and cash-flow implications of the Purchase Agreement

Pursuant to initial examinations performed by the Company, inter alia, by relying on its
auditors, and subject to additional examinations that have not yet been completed to date, it
appears that the accounting, tax and cash-flow implications of the Purchase Agreement
shall be as follows:

2.1  Accounting implications

2.1.1 The expected treatment of the financial statements to be published
subsequent to the closing of the transaction

Upon the completion of the transaction (Closing), the Company shall
eliminate all of Partner’s assets and liabilities from its books as they shall be
recorded in the Company’s books on the closing date, as well as all of the
assets that shall be attributed to Partner upon their purchase. The Company
shall also remove the noncontrolling interests from its books. The proceeds in
respect of the sale of the Shares Being Purchased (as defined in the Original
Report) shall be calculated in the following manner:

a. The debt in respect of the Advent Loan at the sum of USD 300 million;
b. The immediate cash proceeds at the sum of NIS 250 million;

c. Furthermore, the Company shall evaluate the contingent consideration
receivable in respect of the Share of the Dividend, as this term is defined
in the Original Report.

Since, pursuant to the Purchase Agreement, there is a preliminary transaction
closing on the Consummation Date, and deferred future closings on the
Deferred Consummation Date (one or more), closings that are subject to a
dividend distribution by Partner, it is expected that the accounting treatment
shall also be divided into two principal stages, as follows:

d. Initial stage — consummation of the sale of the first portion of Partner
shares (44,850,000 shares) (in the Original Report — “the Shares Being
Purchased on the Consummation Date”) in consideration of clauses a.
and b. above.

e. Second stage (one or more) — the sale of the balance of the Shares Being
Sold (2,983,333 shares) (in the Original Report — “the Additional
Shares”) against recognition of the contingent consideration under fair
value, pursuant to that stated above in clause c. (however, the Company
might be required to evaluate the dividend right component as part of the
consideration for the Shares Being Sold during the initial stage, and this,
as a financial derivative of the right to sell shares in consideration of a
contingent sum of money).

Regarding the balance of Partner shares that are not being sold within the
scope of the transaction and shall be retained by the Company, the Company
shall recognize them in its financial statements according to their value on the



Tel-Aviv Stock Exchange Ltd., and shall execute a purchase price allocation
(“PPA”) for the various assets being purchased (including intangible assets).
As a result of the reduction in the holdings of Partner to approximately 14%,
the accounting treatment as of the Consummation Date shall be according to
the equity method.

2.1.2 The expected treatment in the Company’s financial statements as on
December 31, 2012

With the signing of the Purchase Agreement, the probability of closing of the
transaction became high, and therefore, pursuant to the provisions of IFRS 5,
on December 31, 2012, Partner’s assets and liabilities shall be presented as
being “held for sale” in the Company’s statements of financial position.
Partner’s results shall be presented as “discontinued operations” in the
Company’s Statement of Income.

Pursuant to the provisions of IFRS 5, Partner’s assets as on December 31,
2012 are to be measured at fair value, less selling costs, which is to be
determined on the basis of the evaluation of the fair value of cash-generating
unit, Partner, as on December 31, 2012.

2.1.3 The accounting impact on the financial statements

The overall accounting impact on the Company’s financial statements
subsequent to the closing of the transaction shall be a loss to the Company’s
shareholders of approximately NIS 80 million, this being based on the data
on the investment in Partner in the Company’s books as of September 30,
2012, and without taking into account the contingent consideration receivable
in respect of the Share of the Dividend. Assuming that the full Share of the
Dividend at the sum of approximately NIS 115 million shall be received
against the transfer of the Additional Shares (as stated in clause 1.3 of the
Original Report), the said loss will be reduced cumulatively by
approximately NIS 40 million, this assuming that the balance of the
Company’s investment in Partner shall be presented according to the Partner
share price as it appears in the Cash Flow Report (as this term is defined
hereunder); i.e.: NIS 24.65 per share, and all being pursuant to that stated
above in subclause 2.1.1 c. It is emphasized that the said sums have been
calculated according to the share price of NIS 24.65 per share, and they
should be determined according to the value of the Partner share on the
relevant dates.

The accounting treatment that is expected to be implemented in the financial
statements as on December 31, 2012 is expected to lead to the recording of a material
loss in the statements of income that is attributable to shareholders of the Company
and, accordingly, a decrease is expected in the equity attributable to the owners of the
Company (a loss that cannot be evaluated at this preliminary stage). In the financial
statements to be published subsequent to the closing of the transaction, the Company
expects to record a material gain in the statements of income that is attributable to
shareholders of the Company and, accordingly, an increase is expected in the equity
attributable to the owners of the Company (a gain that cannot be evaluated at this
preliminary stage). The expected overall net impact is a loss of approximately NIS 80
million (which could be reduced by the sum of up to approximately NIS 40 million,
in the scenario whereby the full Share of the Dividend is received), all as stated



2.2

2.3

above. Within the scope of the said overall net impact, a gain might be recorded due
to erosion of the liability in respect of the Advent Loan (i.e., a decrease in the value
of the liability), which would lead to an equal rise in the loss deriving from the sale
of the Shares Being Sold.

Tax implications

The Company does not expect a tax liability in respect of the sale of Partner shares
within the scope of the transaction, in light of the loss deriving from this sale,
according to the cost of Partner shares for tax purposes.

Cash flow implications

2.3.1 For the cash-flow implications resulting from execution of the transaction,
see clause 7 of the Directors’ Report included in the Company’s Quarterly
Report as on September 30, 2012, for which an amended report thereto was
published by the Company on December 3, 2012 (reference no.: 2012-01-
299955) (“the Cash Flow Report”) and subject to that stated hereunder.

2.3.2 With reference to subclause 9 of the Cash Flow Report, the Company
clarifies that the flow does not assume a dividend distribution by Scailex to
its shareholders during the relevant period. We clarify that the flow assumes
that Scailex’s undertaking towards a portion of its series of notes (series F, G,
H and ), whereby the Company shall distribute a dividend solely from
distributable profits that accumulated during the four calendar quarters
preceding the dividend distribution date, which is in effect until October 30,
2015, shall be extended by twenty-four additional months; i.e., until October
30, 2017.

2.3.3 It was assumed in the Cash Flow Report that cash to be raised by the
Company on the basis of existing assets of the Company on the date of the
Cash Flow Report (including a capital recruitment against a pledge of assets
as stated) shall be used for servicing the existing debt, for the operations of
the cellular operators domain of activity as they shall be from time to time
(including, but not limited to, the domain’s working capital, expansion of the
domain of activity’s chain of stores and/or points-of-sale-and-service, or
expansion of the products and services being provided within the scope of the
operations of this segment), and for other current expenses of the Company
(including transaction expenses in respect of the courses of action included in
the Cash Flow Report),only, and this, until October 30, 2017.

2.3.4 The materialization of the assumptions stated above in clauses 2.3.2 and 2.3.3
are under the Company’s control, and the Company is committed to acting in
compliance therewith until October 30, 2017.

The data specified above in clause 2 (including in the Cash Flow Report) are
based on assessments, assumptions, forecasts and plans of the Company, as they
are on the date of this report. This data falls within the scope of forward-looking
information, as this term is defined in the Securities Law, 5728 — 1968, whereby
their very materialization, the extent and timing of their materialization are
uncertain and are not under the Company’s complete control. Therefore, there
is no certainty that the assessments and/or assumptions and/or forecasts and/or
plans shall materialize, in whole or in part, and they could differ materially
from those presented in this report, including in relation to all matters



pertaining to extent and timing, inter alia, due to their dependence on
exogenous factors not under the Company’s complete control, as specified in the
Cash Flow Report. It is clarified that that stated in relation to the accounting
treatment of the transaction is subject to the completion of the examinations
and to the consent of the Company’s auditor. The results of the treatment as
stated could change, inter alia, depending upon the price of the Partner share on
the TASE on the Consummation Date. Further to that stated in the Cash Flow
Report, the Company reiterates and emphasizes that the cash flows presented in
the Cash Flow Report assume that the Purchase Agreement shall be
consummated according to its conditions and on the dates specified in the Cash
Flow Report. The Company further reiterates and emphasizes that the data
specified in the Cash Flow Report rely significantly on the distribution of
dividends by Partner in general and, in particular, on the volume of the
distribution and on the timing of the receipt of the dividends by the Company.
Furthermore, the flow also significantly relies on cash to be generated by the
cellular operators segment in general and, in particular, on the volume and
timing of the receipt thereof by the Company, which are not under the
Company’s control. This material dependence of the Company on dividends
from Partner and/or on cash to be generated by the cellular operators segment,
the volume and timing of the receipt thereof, exists even given the
consummation of the Purchase Agreement, including and primarily shortly
before or after the consummation as stated; i.e., in each of the calendar quarters
of 2013. The Company wishes to emphasize that the telecommunications market
has recently been undergoing frequent shocks and dramatic changes, on a daily
basis, such as: aggressive activity on the part of Partner’s competitors (e.g.: the
marketing of “all-inclusive” packages at low prices by Golan Telecom and Hot
Mobile, the marketing of packages bundling a number of telecommunication
services, sales campaigns for handset equipment and more), aggressive activities
on the part of the competitors of the cellular operators segment (e.g.: a rise in
the volume of parallel imports), significant regulatory reforms and more. These
shocks and changes are liable to have a material adverse impact on the
Company’s financial position, due to their impact on Partner’s results of
operations and cash flow and/or on the cellular operators segment, and,
accordingly, on the volume and timing of the inflows to be received by the
Company in respect of dividends from Partner and/or in respect of the cellular
operators segment. Moreover, the Company wishes to clarify that, under an
extreme scenario, Partner might not distribute dividends at all throughout the
entire period of the Cash Flow or a portion thereof. The risk of this extreme
scenario materializing increases, inter alia, in the instance whereby shocks and
changes in the telecommunications market as stated shall continue to occur
and/or shall intensify. In this context, the Company wishes to clarify that, even
if the Purchase Agreement is consummated pursuant to its conditions and on
the dates specified in the Cash Flow Report, the Company has no assurances
relative to dividend distributions by Partner, the volume and/or timing thereof,
since all these are subject as stated to the sole discretion of Partner’s Board of
Directors. The Company also wishes to emphasize that, even if the underlying
assumptions of the Cash Flow Report relative to the volume and timing of
dividend distributions by Partner shall not materialize, fully or partially, and
even under an extreme scenario as stated, whereby Partner shall not distribute
dividends at all during a not insignificant portion of the period of the Cash



Flow, according to the Company’s assessment, it is reasonable to assume that
the Company shall be able to meet its existing and expected liabilities on their
payment due dates, this by taking actions not appearing in the Cash Flow
Report; i.e., realization of assets of the Company and/or obtaining credit against
them, as of the second half of 2013, and all this while assuming that the value of
assets as stated shall be similar at that time to their present value.

3. Possible implications of the Purchase Agreement not being approved by the meetings
of the noteholders

Further to that stated in clauses 4(a) and 7.3 of the Original Report, the Company wishes to
call the investors’ attention to the fact that the Company has undertaken towards Advent
that, by no later than December 25, 2012, meetings of the Company’s noteholders shall be
convened (Series A through D, F through | and 1) to approve the engagement in the
Purchase Agreement and the assignment of the Advent Loan. The noteholders’ approval as
stated is one of the principal suspending conditions to the consummation of the Purchase
Agreement. The non-receipt of approvals as stated by each of the aforesaid noteholders’
meetings, the wording of which shall be placed on the agenda of the meetings, by
December 25, 2012, is liable to materially jeopardize the chances of closing the transaction,
and accordingly, to give rise to uncertainty as to the Company’s ability to repay principal
(Series B, C and F) and/or to pay interest in respect of the notes (all of the series, except for
series A, D and E) on the due date or the next payment of interest, as the case may be; i.e.,
at the end of December 2012/at the beginning of January 2013 and/or to pay other
payments subsequently. The Company has also undertaken towards Advent that, insofar as
the consent of the noteholders as stated shall not be received by December 25, 2012, and if
proceedings shall be instituted against the Company, including liquidation or settlement
proceedings, or threats to institute such proceedings immediately, then the Company shall
cooperate with the Buyer and Advent in relation to the filing of a motion to the court to
approve the Assignment Agreement or an arrangement similar thereto by way of an
arrangement.

Further to that stated in the Original Report, the Company wishes to emphasize that the
consummation of the Purchase Agreement, including the Shareholders’ Agreement, is
subject to suspending conditions that are not under the Company’s control and,
notwithstanding the fact that, according to the Company’s assessment, it is highly likely
that the suspending conditions shall be fulfilled, there is no certainty that the Purchase
Agreement, including the Shareholders’ Agreement, shall be consummated at all, or
according to the conditions and at the times specified above, including as a result of the
nonfulfillment of any of the suspending conditions and/or its cancellation by the Buyer. It
is hereby clarified that the courses of action that the Company shall take in order to
consummate the Purchase Agreement (also subsequent to the closing of the transaction),
such as a purchase of Partner shares from Leumi, and/or buy-backs of notes for the
purpose of releasing Partner shares pledged to secure the Company’s notes, may have
implications on the Company’s cash flow.

Sincerely,
Scailex Corporation Ltd.
by: Mr. Yahel Shachar, C.E.O.
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