TONW=R

SEMICONDUCTOR LTD.

17382 NOPT1INPINID ININD
("nann”)
912 PPYn

v
(N 119NY) NN HY NNKR 95 213 TIY NY 15.00 M2 DY Yy MMV M NI 2,000,000,000 Ty
i)

DYN PPYN 29-5Y NDINI INDNY MIVRID NNHYNY NIPND NITO NINTIN DY TIT2 ISP WX (T NITD) 1IN NN 1P TIY N7Y 2,000,000,000 Ty
LPPYNY 2.18 PYD IR DD DXVIY (77 NTD) 2NN MR :19ND) 26.8.2007 DN Y NPONMN 26.7.2007

vy

NYSN MT 29-5Y NONI INDNY MIYNRID NNYNY NPND NITO NIANIN DY TIT2 IV IUN (N NITO) 1IN MNDNX 1P T 1Y 2,000,000,000 Ty
.PPYND 2.19 PYD IND DXDDN DOVIAT (7Y NITD) 2NN MR :19ND) 6.9.2010 OVH §THV PPYN MON 26.10.2010 DOVH §TN

P

TI¥2 NON NN DNNR DIV L (7(5-9 /7)Y 2INH MNN 1 1PND) NNK DI .).Y N7Y 1.00 M2 ,0W HY MMWI (5-9 MITD) 1IN MK DY MITO WHN Ty
LPPYNT 2.22 PYO INT (5-9 MITO) 2INN MNX ONIN 71272 DLV .N7Y 2,000,000,000 Ty H¥ Y915 1)

A2

7y 2,000,000,000 Ty S 9915 2123 TI¥2 7PHN NORN VNN NN MITON NNX DI TWUNRD ('R TY 7 MITD) NIHNY 1IN MDX DY MITO wnn Ty
LPPYNY 2.24 PYD INT DD DXV (/R 1Y /T THHTD) 2NN MR 1OND)

FA2)

Yy DY ,TINNN AN 2,000,000,000 -1 1N XY 195N PNIND YAND MIATON NNNX YD IWND (12 TY 8§ MITO) MISNN AN YW MITO wHn Ty
8 7M97D) NINIIND 2aN37 : 1PND) MVIAZIN NITONN NPINND AN HY NNYNRIN NYINN NITI VNV X9 ,NIINN DY NPIND YININID DI DV
19301 NN NPYDN ,NVNAN 93N 797 WHRNY 1572 1993 KD (12 1y 8 571991D) NINIIND 22N NN .PPYNY 2.20 PYD IR DD DXVIY (712 1y
2.20.5 o903 VNN ,WNNY YPIAN 1NY¥N DMN NININD 22N 1°)2 INSPN 2NN NNRINDI N9INT MY 19 MYSNNI 79 NIN ,0MMIWY

puny

P2

, OV DY DMWY NN YAND 20,000,000 -1 N XY DIVON FISNIND YN NITON NNNX DI TWNRD (3 TY /) MITOD) MMNIN 2AND HY MITTO wpn Ty
95 ('Y TY T MITO) 2INN NN IN (9 TY 5 MITO) 23NN NN IN () NITO) 2NN MNN IN (T NITO) 2IN TN .Y N7Y 100 -9 vindnd 0N
2.21 PYD NI DD DOVIAY (73 1Y /2 MITD) AN AN :HNY) NOVIADIN NITONN MINNN AN DY NMIVYNIN NYSNN MTL VNDOY
PpYnY

FA%))

2,000,000,000 ¥ 5¥ 5510 2IP) TIVA NN NONR OMINDN TIY M MMITON NN 9 TWND ,(1-5 MITO) D1INDN TIY M) DY MITO wnHn Ty
.2.23 PYD INT DD DXVIY .(7DINDN TIY M7 IN (1-5 §HITD) DINDN T MI)” 1 1DND) Ny

NN MR ,NITO NANTN HY 972 MIEHINY () NITO) NN MIIN ,N9T0 NININ HY T972 NWHInY (7 1970) INA MHNX NN NN
AU NY19%37 $1909) BXINDNN TN M (3 13 /) MATO) MINDINA AN ,(12 19 8 MATO) NPYDINND 2aN3 (N> 13 /1) 2NN MR ,(5-9 MI10)
PINYT MYSNRRD (7799 M3 PINY 11919) 1968-N7aWNN 798 1991 DINY (IX23 PP0 MNNAY ORNNT AYN , 0T 910 PPYN %9 Y (VDsy8inn
NPNINGY PIPNY ONNNDY 1T 55 MNNNY ORNND ,MYHND MHYD 2990 MY DYEN NIMRY DMTN1PNN DXVI9N Y3 MY DHa 971 NS

L(7nPSnN MT IR G0 NYEN NIT7 119091 DP9 INPS 159N MMTHN TN Y3) NY NN PHSY 393 ,NDNaN

$19N09 MOLNINN D973 ,79952 IN TH22 NVWYNY 11D DIYIND TIPN MI2%) HY NHVYNIY DNYsH

Hya YOV 1PINA ,PPYNT 2.6.1 PYDI DNITHIND DXITHN TIVN MM MDY NMDT NYNN DY TIT2 — DYXIND TIVD MM M0 95 oM (N)
VNANY DT TIY M) M DI PH2 HAPY INIT 7P ,NYSNN NITA VNDY YAIPN DPNL Y DY DIDIYI PN TIUN DTN TIY MM
(T TITO) 2IN MMXINA (3 TY /) MITO) PININ AN INA (12 TY 8 MITTD) MININ YN IN/) NN NYIIY NNNX MDT NN ,NYNNN M7
AR DY .5 7Y 1 MITONN DMPINDN TIY MM IRA (R TY /T MITO) IN MMNDX INA (9 TY 5 MITO) 23N MNDX IR () NITO) 23N MNDNX INAN
TN M AR INA (N TY T MITO) DN AR NN IR (9 TY 5 MITO) 2INND MNDN DX DMIDT DY TIT2 WND 1) 7PN D080 NNIRN
AN NN L(PPYNY 2.6.1 PYDI INITIND) YAIPN DPA INDND DMWY P> TPVIAVIN NITONN TIVD M DX P TN ,DPINDNN
Y2IPN D2 INDNY DIMIVYIN TIY MY YIDNY DNIN) DN ON P TR (R TY /T MITO) NPX9IND 22N NN INA (12 TY 8 MITO) NIN9NND
PYD IR L(PPYNT 2.6.12 PYDA N NNH NITHND) NNIN IMIDT NYSN DY TIT2 YSINN O3 PPYN 19 DY NMDT NYSN 0D MIVIRD PIYY
IN;PPYND 2.6.13

NYNN HY TIT2 — NYIP NPT XY DNOY NNYRIN NYSNN MIT 299 JUR DOINDKN TIVN MY DN (9 TY 5 MAITD) 2INN NINNY DN (1)
DN NPV TURD NPVIILIN NITONHD DPINDNN TIVN M) IR NITO NNMIND DINT MMDX IRYOY 11PN NOY DY 19502, NTNN
WG PPYNY 2.7 PYDA VLNBND NYSNN N7ITL IV NPNNI DTN 9D 157N ,31902 X2V N

I INNNN MINYH 12T IRY DNYY NNYNRIN NYXNN NIT 290 GUN ,07INDNHN TIVD MY ONd*) (9 7Y 5 MITO) 2INN MIND DN (b))
NYNN YV TI72 — DYDIN NI DMPYH DNNNA NYIAPIN MNYH NYY 1Y RN THDINY NIPN IN NONIWID NUVIND DD MM HY
IN (DX0IN MDA HYN NNINY) 13992 X2PNN NNINND NIV TURD ,NINNIND DIDIAN N0 NINNHD IN DN NNINN MYV DY 19902 NTNN
2.7 YDA VNN NYSNN MTL IV NPNDY DTN 9 2597, 1NN 29Y ,(DYDIN MY NNNN NNIND) T9592 MIWINN NNINN NV
WN;PPYnY

NIT2 0N MYITNN NN DTN D 2597 IWNRD DTN 1NN DY 19902 ,NTNR NYSN DY TITA — DWYXIND TIVD MM M0 Y30 DA Q)]
WN ;G PPYNY 2.8 PYDA VNN NYNIN

T M NYSN I9IN) TIY M NIPNY (1)(N)11 MPN MININ 19 DY ITNR KD NYSN DY 7772 — DYNINN TIVN M N0 YO0 onda ()]
9IN DY NI ,ININD NYSNA DOTOM DWPWNI NINIPNN 19N ,NTNY 93 25970 IWND (7A¥8nn mpn” :1onY) 2007-370wN ,(MNNY
DMINDNN TIVN NI IR 2INN NMDX IRYOY NPAIN MWW IN DTN PNAL(MINNY HI3) DO TOIM DIWPYN DINY DWPUND RPN
N PPYNY 2.9 PYDA VNV NYINN NITLIVND DTN DINYIN

YSNN INPNY (4)-(2)(N)11 PYD MININ 29 DY NTNN KD NYSN DY TI72 — DYIND TIVN M) M0 Y55 onda V]

NTIY NI NI DINY MPONY WIND TN DY HnwH 19555 NN TN PN 0N DMIPNL NN NN MY DY 1999 YW 7172 NYNN 2D 9NN
.1972N NIHDNA XY DPIN J9IYA MYXIN IND NN IWNRD : NNTY .DIND 195102

NYSN) TIY M) NNPNI VNHNI DX TYIN NIANN Y=Y DONY NTNN NI NYNN DY TITA NT PPYN 29-DY TIY M WS PA-HY 9T NYND N'T
NO YN YV NIPNA (PPYNY 2.7.3 PHYDI INTITIND) MDOPNND NDOPWI NN TYIN DY NIINN YWTIN INNDNIY ,2005-17DWN ,(TIY M DV 9N
TV Y DM (3) NYIDY MNAY NIINN DDIAN , TN IMNI DINY PTH ORNNA TI9 WITN MIANNY 9327 ,((1) -1 (X) P70 ININD LYNID TR) NTNN

.DDYAY 7P NIV GTHN NYXN NITL TIVD M) NYIN I9IN NN PINN 12 TN MIT,9T070 NYSN MT 0IDI9



- 2 -
IN/Y DINN NN DX ,DMINDA TIY NI INA /N TY /T MITONN INA 9 1Y 5 MITONN 1IN MNDN GTH NYSN MT2 INVYNIY NN 192NN DX
NYT2 PITYN NININ NPTN NIT NN NIAND DDIAN NN, (NI12NN DY 7 TYDIN NNYT DI1POW 295) NHTTH NN YT-DY NNT 971 ©»INDNN TIV MM
19YPXY NPT NN NNODN NN GTRN NYST NITY DTN NIT DX GIXN 191 §THN NYSN MT DIDID 19Y MNAD DI (3) NVITY 1IN 299 NP TN
IND

IMN AN IN,TPDIN NYPY IMN DN MINRYN,NTITO DNIND DIND NN DY MNIUNRI NYSN NPNY GTH NYSND MYNIN IWNR ONYID NITON 1IN MDNX
T2 MXY MYIN I ,NNUNRIN NYINN 9-DY WD YR NITO DMND N MDN NIRV) ININ,IPIYN 299 07020 112D DN’ NNIND MYV
YSNN MTI ONINY

NPV MK DX IRY? NITO DNMIND OOINDN TIY M) DY MIUNRI NYNN NPRY GTH NYNNA WY GUR ONYID N7TON DPINDND TIY MM
NYNNN Y9-5Y WD TWR NITO NMIND DMPINDHN TIVN M) DRV IMN L IPIYN 29D ,0¥02N MY DN’ NNINBN MY IMX IR NN
IYSNN NITA VNANY TITA NI WS OM ,NNIYRIN

2NN DX 9Y DINMY INHNXIN IOV ,TIY M DX JY MIWRT NYSN NPRY 9T NYSN NN0NT DOYHINND TIA MPNY MTINIA MM
ST 1) DMIND YN DMITONM DIRIND INY I27,(103297W H93) PRI 1IN MDX JMN YW NNWYNRT YN NPRY G0 NYSN NNDONI MYSInn
INR YNNI TNV 920 DYNY 051NN DMWY, ANWRIY WD PO-5Y TN NYNN MTI) 1Y PPYNI ININNI BN P

992 DWNINN TIVN N NN PXANNY HINYI MIN NI1INN 2D 9023 ,NY Y32 MIMNNY 195 ,NDNIN MINNN NPMINY 919521 ,1T Y5 MININD 9902
T 5Y WIAPOIY ¥95 MNI 9321 157

NIIN) NPNDNOVL IR NIIN 5515 ,NIINY NN MONMNNN 1T NPD TNXD) NIINN DY YAWND 3T DN WY DMIPIYN 1NIPON Y9N NINNHN Yo
192N2 DMYNAD N0 M : (1972 NAVINY NININ MIYYIT N2 172N L1 IR ININD N92N 270N NAVIAY ININD MY N2 172N (MDY Nan
NY N72NM DTN NN NIAND OPOY DY NYID WaWND DBy TUN 12T ,NMNNN MAIN YW 5% 90 N1AND (1) - NIINN OPOY DY DIWIVNN
991N XY 172NN 993 (3) ;039N NANN HYY PPOY DY NYIY NIYaAWND 519N 12T ,00301INN DTN NPNTHN NI2ND (2) ;1932 PMIN NN V19N
TYY MPHSN NOW 995 IX (PPYNY 4.7 PYD INITIND) PINN DIDN MINN INN ONIN Y2 IX HMIN NYIPAD DWIAPN DN MM Tnyd
YPOY 1IN DINXINA NTHY ON I NNMIN 1TV XD 172NN DY DINNHN DXPIANT )17 DIDN2 MVLNINT NPODINAN NTHRN NINN IN MNI»PNNNI
DYPI2N Y9 MDY N9 NIANN IMX MXNINN TO MTIN MYN DOPVNY OMVY INIWI DIPIAN PPN (4) ; NYIY DOYIVIN NPNY DY NIINN
MY ,PIYa NMNDM MPMNPY DDA ,MPOY IR NN PYNND NNDIDA MIDN NPTIND APNINOV HY NN Hyand NIaNn NNYSN (5) ; NHY
IUN D170 11211 192 TN/ ININDY DY NEOIIN (6) ; 1NIRI MY DY NYXIN VNI IR/ 12NN NOYIXN NN 2D MNTN PR .1MIVIDTY NIYINDNI
Y59 DODNA DYDNDN DININT TINYN NI 19 IN/) ININD NI1ANY NN (7) ;192NN DY NPIVANT MINXIND MDIINN DY NYIY Wawnd ooy
;172NN 5YY NHY NPOWANN Y NYIY WOWND DINOY AWUN ,DOMYNYN MOIPY NOIWN NPNY N9IDY 19 N ININD N1an ,Micron nxn Syann v
Pon 89, Fab 2 5 i n9p Xiond 1y Fab 2 -2 11300 nanam 7vsn mipnn nR 0»om K91 1981 Fab 2 nx 780 89 1720 nTna (8)
MYPYNN 15790 NNPNN NN TINYD 921N XY 112N 933 (9) ; Fab 2 nnpn vPM"191 NYPYINY PMYNYNN NYPYNY DN*a IRDN NoMN 172NN
19929 Y DOYMYNYN MOIP NOLNY GUNINY IN MIVINNDN NMIDINN MIALNN NNPY XY NIAND NDYY ,N1INN NYAP IWR DPIYNY WPl
YoM (11) ;9% NP GTIVD DIND YNAD D1DY 71271 ,NNV II1IN DINODN DY NNNN DHNY MMPYNI NN DAPN XD N1INN ONA (10) ; MYPYnn
TINYY NN2IDN NIIND MIRNIN DY NYID WIVUND DDY DM¥OWN DMYIYIN IR DMHNLIN DININN (12) ;DXDN MIN NNYY DY NPXN NN
(14) ;>RYN NI NN MAXY NIINN DY NYPNN 12T, NPDIWANT TIMNKIND 1IWIAID WA NPNTIN 192N (13) ;7PNMINNM PMINI
MNNTAN NI2ND DY 1IN XYW NN NINIIN DY IMIYAYN 19N YAUNT NMYY N712NN DY DX1PNON TIVN MM DY PIVN PNNI NPNTHINN
MDION NN HY NWPNN NTIY ,URIN 27 JOT DPNNNTN IR DN D1N 7PMINIPDY D1PN OMYNDYHD NNNTH 128 PN 11aND (15) ; GAAP »b
2OV WIPYAN DY 1213 NANN WIPIAM NTHRA .IIIIMPIN DT NN Y9 DY NI 9N ¥IP1AY DRNNA D22V IXMR NN 1PN (16) ; NPTNY
D7D YW 72y N12ND (17) NN DY NPONN TIPMINNIN DY TPDYOW NYOWND NAND DIYN 72T ,WINOWUD IPNRY OXRIN NN YT IRV 91Dy
3 Y9N ,DYOVIN DN 112NN YW MPINN M NTNN (18) ;71 TDIN NN NONANY 1IN JY N NN NYINNA DAY 11NN Hoyan Yy .0»owoan
YN HOMPYS VIPAIN (19) ;072NN DY NPDIWANN MNININ DY NYID YWD 5I159N 12T ,N1INN NP DNNNA NMNN KD MYIAPNNY NINIIN
DYNY DY D3V DOHDN NP MININ HY DXPNNN IR/ DWIPIT NNNNY T ,NIINN MMPY DY NXPN PNV Wipdaa »on NHann SV
S159W N I GTIVY DNVPTNPINON NOVYYN APNINN (20) ; NHY NN XDIYA NNNAM NIANN MININY NN IMPY NIY DOV NNNONY
DN MNTY 12) NPYIYD MTPY NTNPH MY NN NPIWINN MININDY 172NN OPOYOY TO9Y , 001NN NI DIND DI ANPID
(Turnkey) ©>9515 MMINS PADY NPOY INNDNIY DIONN SXINI TINYN XD NI1INN DNA (21) NIAND YW NNIN Y9IV DNNIA ,MDIINA NTD
TIWNM DNMPN PIMMPY IR VN XD NIIND DN (22) ;172NN YW ODINAN NANN DY NYAWN TI2 NPNY NOHYY NN ,MIPY DY Hyan NITvo
IN DIIDNN YITN N IN DYDY 772NN MNIPY 190N SMIYNHYN 19N DN 192NN (23) ;7PPOY DY NYIY WIvnD 9270 Yy ,0wTNn MMpY
NN YITYDY NNAY MOYYNN KD NI2NNY N (24) ; NPIDIN MININNIN NIINN JYW IDINAN NANN DY THIPMNN NN NYIY Wawnd D10y DndYY DYONN
IO NOPYITNPIADN MIX PIV (25) ; DIVTN MNIPY DD MIYXN XY 19N NIMPY TOND NIDY NI1INN ,NYY DPNTNOVN DXNMVPYM DIINNN
DOYAYIN NPNY DYDY NN DY NPLWINT MNINM NIIND 29 DY DONINN MININ> NPNY O¥NDY NI1INND HYW PMINNNIY ,TIND SMINND
,NEM2 MOPN NND DN NPADNRY DINTH MMDA IN N1 HOVINIIT DMYP 172NN NN NN (26) ; PIVA NNYINA NINNN NOW DI NyIH
2191 927 ,1932 M DX AN HDIN KD 1IN 191,09 110N THX WI1D7Y 172NN 991N KDY NN (27) ;71PP0YI NYP 19INA YD 12T 21Dy

N>ANY N9DY MNPV PONN WY NPNTHNDY TPIDAPNRY N12INND NOWN (28) ;DMONONIVIA MMPYI DMNIMP MMPY ToNY NdIND
NPV MY N DIDNP NNV NNIWI NHID TDINY OOYIOY DITTNN MNIMI PNRP MNDT MYN NIINN (29) ;DY DIYann mdOya NNOYND
PNPA TPNMDT HY PN NOY IR DOYWOHY DTN HY MIMIN PPN NIMNDTININA TNYN KXY 1IN NN (30) ; MPOYA NY)9Y NIANY DIDY DVTN
N IRNIND D¥TOIN NIIND BINNY DINDY (32) ;172N YINAY NTIDY N2X20N MN NNPNL NTNIY TN (31) ;77NN YPOYA YT 121N DY IMA
(34) ;172N YN9Y NN G MDY MIVAR DX NIINN (33) ;N1INN DY NN IIONNT DIPT DININT WIDYW NYYI 1OV NMIPNNI NIV
DYT2IY DM YD MHSN XY NIINNVY Y5 D1YPRI HPIND OOY NIINN YPOY (35) ; THMNIRDIIAN NMIYAY DWINN DMNDY NN NIIND
DN NIAY 19 NE HOHYAN NIY NMOPTINPINRD MIIN N1Y ,MVYN NP 7Y NENI DY) NNMIN NIANN DY TPPOYN TMONN (36) ; DOMIN
;191N NI2INNVY 19IN NNANT TPYNN RI IT NOHINY DI NIYNNY KW DIDIDY NIINN YPDY .APTIND 7NN RPNV NNNND DN DV 07NN
YPOY YNAD 127N DIDY ,MPYN MYITI TINYD TN DY NION YMIPY DOPIDNN DOYWIOY DITTN DY NNINNA NOWI GNYO NN KXY NIaNN DX (37)
NNV 935 (39) ; NXON MYYA MOYY DINY IN,NIINN MPIN DX NN MIYY THOTNY IR NNYP TPNOWNND MINDNIL NTRY OX (38) ;172NN
DY NNNN NN NINK MAVM MIIPON DX POPNY DI1DY 127N ,)INVIAN NPYNNI 27NINT INVHY MY BY THPH NN IWPNN TN NN
MYIAN I OMNINA TMIXII NPINN PHIT MYIANT NN 7PIN NIINM 1O, 029N DMIN TIND 1257 NIINN NIYONRY DAIWNVY DI (40) ;TN
MYAYIN NPAY NPIVY PNV, TIRD IND DY NTIAYD NMDN SMIYAYN NN (41) ; N1IND YPOYL ¥1XADY 192NN PVINNA YN MDYY MINN
MY TINMDY Y20 MNDN (42) ;5¥901N DY NPIDNN DY NYID WAUNY NN TOND $I9N MDVYN MITINK NPNDP MO N MNAVN Ny
NINA NTNY (44) ;11NN PPDY HY NYIY WAWUND D15y DOPRN NPV (43) ; DYYINN DY DXPOYM NN NPIN DY DYDY Wavnd oY ,INTN
YPIP2 MMANN 1P (45) ;95 NN BY) MIXIN WIDTY 172NN MDY DY WawnD D1y ¥yav MININY DIIPH Oy INDY WP 27NN NPYPNN
DMNYPN DMNDD (46) ;172NN DY DIWANT NINKINDY DPOYI YT D19 HYaND DY NN NPIANA YNAY 51Dy ,MINDOPA SYaNn TY NN
YPDY DY NYIY WAVUND D1PW TN DY D)0 DPOYN TONNI TINT YNAY DINDY HYaNn DY 1220 DITIVN DY 12¥/m) TN DY DITIVNN 132 N»aD
HY 2INN MNN )NTH DNV DXVYND NMIINNI BYPIAY NIINN MAINY 9D NHY 2INN MDN NN NN IN 1T (47) ; PIIRNIM NIIND
SV PV NN (49) ; NYI OONTHN DMWY 1N NN DIZY 172NN DY 1IN NN (48) ;1YY INNN 7327 TN’ DY NVIINN 2IND GO NN
1Y NI2NN YV DN NYIDNAI ININY ,NIANT NN PNNA YNAY DITY ,NIPN 1T NNV S9N IDAN N ,NIIND DY NITY TIY M IN NN MNd
NPIN NPAN (50) ; MIVLA PN TMINY TPINIAPNNT PN TNXY 11D MNPR RIXNY NIINN NI NN D>NDY NIINN DY TIY M) NN
27NN OYHDPIN-DIIT0 PIN DY 404 PYD NWIITL TINYD NI ON (51) -1 ; DAY D1NIN NN PH¥a S NPINNN IHNR DX 55T N9OY MM
280N HY NYIY YAVNY 215y 1991 NIINN DY DD MINIYTI 9NN U NIIND DY N NIDT DY NYID WAWND 5159 101909 NP DY NN 2100
.172NN Y Y0IaN

aAPY NIANN MPIYH PIWAN N9 (2) ;172NN SPOYA Y1N9Y 91DY HNIW D»PN MW 1DIN (1) - HRIWIA 772NN MDY DINVYPN NP0 O
927N DY Y12V DD NYAY TN HNIWA IOYONIA I¥»D NIIND NN WTIN X2 NN (3) ;00NN MIPYO A3NNY 112NN T2 DY TN
NI PIN MDD MIYIAN NWIN IN TIIYP,D¥NVPT ,NIVN ORI ,NIIND TIND INPIINND PTN NPINI OOV (4) -) ; POY Y Ny wavnd
.PPYNY 4.7 PYD NN ,NIINN DY WIUND DMIVYN NIIDN DTN 12T XINN VIPY ; INIYWITOIRPIIIND TIVD




-3-

NNV NN XOY 919 PINY 5137 DMINDNN TIVN NN (RS TY /T MITO) INN M L(9 TY 5 MITO) 1IN MMNMX NYIFD NIINN MNNN
MSN NDXT IPAPY DMINDNT TIVN NI IN 1IN NNHX NITOY MNNVI MAPY THIRYI NN NIINN NN J9IN 951 IN DNYHD D TIAYY ,NINMLIA
PN MTIN DIV . TIY MM MY DID NTNYY ORNNA PPYND PPN YXIIN 519 NNNNIN TOVYY NIDIN DNNYN NNND NIPNY §THN PpYn
NITON HY NNIWNRIN NYSNN NIT NDN NN ,INN I9IN DI IX ONYHD DITIAYY ,INVIAPY DI ,0INDNN TIVN MM I 2IND TMNMN NNVIN
9-9y (IWNPY D) WNPY DOINDNT TIVN NI IR 2INN MNN,NNINI DYNNN MTI DINK VN XY TIY DIV, PPYNN TVINY NI .1PVIAIN
DMINDNN TIVN NI IR INN MDX HY NNIYNIN NYINN NITI NINKR YAPI KOW 935 INK J9IN U2 IR DITIAYY ,MIMVLIL NV XY DT PPYN
192010 NIY ;)19 R¥HNY M N2IVY ,NONY TIT Y92 THiayw 951,010 PN IN/A 717023 D5 NN TIYWY IRV NIINN NN DYDY 1dvIady NI Ton
(D»INDN TIY MM INA DINN MNN DY JNYII MAITO IX) DNYDI DMPINDH TIY M INX 1IN MK NNLIAND MY, NXNY MTT 9921 PNWDD
TV NN PN IRA NITO D0 1IN NN DPPINNN IN/ JININ NNIDNA TN XIDY NN NAONNN N NTIN NYSNN NIT XIW) DIRY
951 92YNY IN NN ,PONNY ,INDNY THIRYI TPIN NIINN ,)D 13D .1IYN 235 ,07INDNN NN NYDX SPIINN IRA (AN NNV HI3) D»INDNHN
991 2NN TMNX OPIINN INA YININ DY ONWHD NNODNA TNN RIT ,NIIT R¥NNY M NNV NIV TIT 931 3PYN IN IND ,NVIDT IX NINN 17T
TIY MM SNYHI NITON 1IN MNN .)IYN 295 ,07INDNN TIVN NI OPIINN IR/ (JINI NNNY 933) DOINDKN TIVD MO JINID N NITO
DMIND (1YN 199) DMINDHN TIVN NI IN IND MNNRD DN’ INY 1NV NHITL ITHY ,NT GO PPYN 9-DY IPAPY PNWID NITON DOINDN
MDY IN NI MOT YA, NITO NMIND (PIYN 295) DIINDNN TIVN M IN 2IND NN ONIN 29-5Y NIANN MNNNN DY IWPI 1D 19 NITO
NN NINNIY NIIND DY 2INN NN OPAINNND NEON NYAPA TNY XYY ,NY D2 PY93NY MDD NN NNYYI NIV NIIND .INND 7 DY ThRN HY
IN/Y MY NNIND ANNKNIAY NIIND DY DPINDHN TIVD M SPAINNK INA MNNINRD MITONN 2INN MX SPXINN NIVD DINNIND INA DY
¥ MOADN MITO IR 1IN MNN HY MADN MITO ,PNYN 295 ,(1M1NY HI3) MNNRN MITONND OOINDNN TIVN NI OPITNN NIV DNNPNINN
Y9 ININDY ,NNRD MDY NP NXOYW P 192NN NN NN MIT NPV P, XINY NI PN Y50 DINK TIY M) INA ,DMINDN TIY MM
172NN YV DMINDHN TIVN MM N/ DN NNN ONIN NI DY DXTY DNV P, NIV N¥NN NIINNY 793 DMINN DINIM MMV ,NTHXN NN
IN/Y NTNNIY 2IN MNIN NITOD JININND NYWR NYAPA TNY NOY ,0¥aY DyaN NIRYI NN NIIND 0NN DN IN ONY DMWY, NY NNIX MNNNIY
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DY NVUYY IWUN 1.36767% DY TOIYN NNIVYNIN 1IN NNPN YW DYWNY VI (M)

9N9 2.19 Pyoa VNOND Y51 ,31.12.2010

Ty N7y 15.00 NN NHANN DY MDA NPIND NINND MM 7MNN () NITO) 1IN DN
16 DN P2 VYY) 15.12.2016 DY T 27.9.2012 DN HNN INDN O Y51 ,NNN 93 NP
NITD) 2IN MDVN Q.Y DY 38.21 DY NINN WY 295 NRDY (2015 920872 31 -N TY) 12072

.Y N7Y 15.00 N2 DNR N9 7IND (N

NT NNDNA NITO NIANIN YV TIT2 (HPAI DN) IPAY WX, (") NITO) 23NN MNN PP2INN
PH2 TP IRA JIP PIAYN DY DIV NYIAPY DIXRIT P ND DT PPYN 29-DY TN NYNN
SNNND NP TN OTIP DN IMDYND YIPN TVINNIY ,MNNIND 1IN TN

(9 1 5 MH1D) MYTN MITD - DIND MINX 2.2.5

:1919) NN 95 .0y N7 1.00 MY OV DY MMV (9 TV 5 MITO) 1IN MNDX DY MITO 5 Ty
2,000,000,000 Ty S¥ 5915 23P) TV XN 1NN NNX 95W (9 4¥ § MITD) 2NN MINY
NP IN TNR DIVYN PYPAY NITINYA (9 TY 5 MITO) 2IND MNMN MITON NNN Y .NrY
AUR ,DMY DINRY DYWL PPV DI DINYI DINNT PIPY D12 DIMDUNN TURD ,Mva
NNN 99 MIYNAY MYSIN PO-DY GTHN NYSN N1TA Yap»W 295 DNIYNN NNR 951 KW
1(9 1Y SM9TD) 2NN MIIN PYNIN 10 NYLH MT7 :1NY) (9 TV 5 TMITO 2INN NIIND
49 5 1910) 2NN MIIN DY NNYNRID NYSANY =9 7(9 19 5§ MI1D) PYNIN NYSAN M1 IN
95 MHNYN N IYIAP TPV 1 MIRYIA (9 TY 5 MITO) INNH DX .(P1yn 295 (9
20 N AT T PPYN MNNNT OXNNI AR PYRIN GTHN NYSN NYT 29-5Y yap»y
NYNRIN GTHN NYEN NITL VN (9 TY 5 MITO) 1IN MMN MINYD NIIN (MDD ITYN IN)
MO VIPAY (9 TY 5 MITD) NN MVX DY INYRIY JNYSN 29y NI12NN IT-DY ¥yapm
MINUDN NMIN TN MOV \OND 2.22.49PY0 /7 ,NT 97D PPYN 29 DY OMIWARD 1PN
TMX MRV NMN DIDIAN 1120 DNNN N YD NN X L9 TY 5 MITO) IND NN
5 MITO) 2INN TN YW NYRIN GTRN NYEN MTL 10N, PIYN 295 (9 TV 5 MITO) NN
WIAP IN (9 TY 5 MITD) 2INN MDN DY NNVYRIY JNYSN 27y NN O T-DY WP (9 Ty
OOWN MM (9 TY 5 MITO) 2INN MNNX DY MIVYNXID JNYNN TIVIN PO-DY IUN 11502



JPTOP MY Y52 (9 TV 5 MITOD) NWRIN NYSNN MTA ¥AP»W 29) IN1 X TN DIYYNI
NID N NTHNN DYD20 MY NPNY IMYY (N2 1IP) (9 TV 5 MITD) NN N
¥ NNYNXID \NYNN 29y 192NN T DY YaP»Y %95 HoN ,1oNY 2.22.3.3 Py VNN NTNNN

(9 7Y 5 TMITO) 2NN NN MITON NNN DD

NN L9 1Y 5 MITONN SNYID NITON 2INN MK DY NNIYNID \NPANN TN INKY OX
PA AWN 9 TY 5 MITONN NN MVKX SPXINND ,NI1INND ST-DY 1IN MIMN NITO NN
X2 P2 INA JIP PIAYN DY DIVYN YaAPY DINRIY PP RY ,NITO NNIN NANIN NNDNA
MILNNINI NPAN TN ONIP DI IMOUNY YNIPN TMINNIY MITINND NN NN

3oNY 2.22.7.2 PYO I (9 1Y 5 MITO) IND MTNIN DY DTPIN )12 172NN

(N> 1Y /T MITD) MVYIN MITD - DINNY 2N MN

NNNX Y5 .y 7Y 1.00 M) DY DY MMV ('R TY /T MITO) 1IN MMDNX DY MITO 5 Ty
TV YW Y95 2P) TV RNN N DNX DOV (PR 1Y /Y M9T) 2INH MR onD)
DYYNI YD MTINYN (N TY /T MITO) 23NN MDN MITON NNKX 5 .N7Y 2,000,000,000
95 DNIYNN NNX 992 MDY TUNR , DMV KD IN DNY NPNY DDI1DW NIV NN X TN
(R TY /T 23N MR MITON NNN DI INIYRID MIYXIN PA-DY §TNHN NYSD NNTL Yap»y
49 /Y 7M910) PYUNRIN NYENN NP7 IR (/RS 1Y /T M9T0) PYUNRIN G100 Y8 mT \oND)
INT DN (PPN 29D NS 1Y /T MATD) NN MR DY NANYNRIN NYENNY - (/RS
TN NYSN NIT Y9-DY YAP»W 29D MNWN IN NP TPTIY NP2 NINYA ('R TY /T I TO)
TN IN) PN N0 T GTH PPYN MINMNY ORNNA IND N TY /T MITO) NWUNIN
NITO) NPYRIN TN NYSN MTI VN (X TY 3 MITO) 2INND MDN MIRYN NMIN (112D
MO VIPAY .(MITO) 1IN MNN HY NIVYRIY JNYEN 29y NIAND I T-DY Yap» ('R TY 13
PINUN NNIN TN MOV PND 2.22.4 PYD M ,0T §TH PPYN 29 DY DOIWAND 1PN
MNVN MIRYN TMN DIDIAN N2 NNNH IN HYND MDD IN N TY 73 MITO) DIND MIDN
WIAPM (N TY /T MITO) NURIN TN DY NITA IO [ PIYN 29D (R TY /T THNTO) 2INN
D2VN AN LR TY T MITD) 1IN MNN DY NIYRID NYSN 29y 17ann -y
PR MW 932 (N TY T MNTO) NYRIN NYINN N71TA YaAP»Y 9D) TN IN THN DIPVNA
NDD IN NTRNN ©DIY MTINY NPND MMYY (DN )IP) (N TY /T MITO) IND MDIN
172NN YT DY ¥aP»W 295 HON ,(7Aa8A NN 1 PND) 1PNY 2.22.3.3 PYDI VNN ,NTONN
MITON NNX DI (N> TY T MITO) 2NN MDNX MITON NNX DI HY NNYNRID JNYND 17y
5NN INDN DY D02 ,MI9 MY N91910Y MIN’ NIMHN N TY T MITO) 1NN NMN
,NTO INMIRD DIND NMHDN NNPN DIN 28D D> 19DND Y NDNIAL INDHY IDIW DN
,NITO NMIXD 2INN MNX DY NNIWNIN NYSNN TYINT YAP»OY 9901 DN NPMINY DXNNA
NYONNY 295,100 NPNIND DRNNA PPYN PTIY Y2IPN PINNN 7YY DY 990102 VYNY
PPINN DTN WX PINNY TV LN TY /T MHITO) NUNIN §THN NYND N7 DI Nya
NN ND TWUN NINN WY 29D XD 1PNY () 2.24.2 YDA VNN DIHMDN DI TN VYN
NN MNNX DY NYNIN NYSNN N7IT TYINI NI1ANN DY MDNIN NN DY 21PN 10N
DY NNYNID INYSN 29Y 172NN YT DY IWIAPMY )95 DININDY JAINA D15, (N TY /T MITO)
§9I) (N TY T MITO) NPNYNIN TN NYSN MTL VNPY 533 NITO NNMIRD DIND NDN
NINNN TN DIV DD 14 TN MPT DDIDN NN (PN 2.24.3 PYDI NNHND MNHNNNY

LNHND TN NI DY NINRND PINKD TYIND PIX 1), NINRD

AOND 2.22.7.2 PYO M R TY T MITO) 23NN MDX DY DTPIN NPT 17NN MDD

2.2.6



ANNN /R TY 3 MITONN YWD NITON DINN MDN DY NNYNID 1NPAN TYIN INKD DN
PO YN N TY T MITONN 2NN TN OPIINN 172NN ST-5Y 1IN MNN NITO NN
PI2 O INA YIP PNIAYN DY DIYYN H5APY OINOY PP XD ,NVTO ININ NANIN NNDNI

SAND INPN TYIND OTIP DIN 1MDYND YAIPN TVINNY MNNIND 1IN NN

(5 1y 1 M919) 09NN TIY M%)

55 ).y N7 1.00 NN ,0W DY DMWY (5 TY 1 MITD) DPINDH TIY M HY MITO 5 Ty
NNN 99V ,(709N01) T9¥ M7 IR (5 1Y 1M910) ©229NDN T9¥ M oY) TN
(5 7y 1 MITO) OMINDNN TN M) .NTY 2,000,000,000Ty DY 5915 23P) TV XN 1N
SV NMYNRID NYSNN OPN NIV DIND ININD IPXY INY IX TAX DVYNI NV YTy
NMVYRIZ WY P DY qTHN NYSN MTA Yyap»V %93 ,N1T0 NMIND D»INDH TIY MMM
7990 9 PYNRIN 9N D8N MT7 2PND) (5 TY 1 MITO) DPINDNA TN MM
NMYNIN NYNNNY -1 (5 49 1 M990) PYUNRIN NYENN MT7 IN (5 1Y 1 MI1D) ©2INDNN
TPIHY M INYY DMINDHN TN MM .((5 19 1 MHIT0) D9NDNN 1990 M) Y
D»INDNN TN MM NUNIN §TNHN NYSN MT 19 DY Yyap»y 93 MNWN N IVIP
NN (TP TN IN) MDD N0 .O% 97O PPYN MIXNND DORNNL NXRD (5 TY 1M7T0)
TIVN DI PYRIN GTHN NYSN MT2 VN (5 TY 1MITD) OOINDN TIY NI INY
TIY MM DY YR JNYEN 29y NHAND OT-DY Yapm (5 1Y 1MITD) D»INDNN
PYD 0T GTH PPYN 19 DY DMIWIND PDIN IND VYPOY (5 TY 1 MITD) DINDN
YN NNINN I (5 TY IMITO) DOINDH TIY NI IRYD NNIN 1PN NIV . oND 2.22.4
YOND ,PIYN 295 (5 TY 1 MITO) DOINDN TIY M INY NNIN DIDAN MY INNN N
172NN YT-5Y WAPM (5 Ty 1 MITD) DOINDHN TIVN MM HY NYRIN §THN NYSD N7
PA-HY TWUN 199102 WP IX (5 TY 1 MITD) DPINDN TIY MM HY NNYNIY DNYNN 17y
DYVN D2WN AN (5 TY 1 MITO) DMINDN TIY MM DY NMNYRID DNYNN TN
(5 1y 1 MATOD) DPINDNN TIWN M DY NURIN NYSNN NITA YAP»Y 295) 9N IN TN
IN NTHSN DIDAD DTN NN DMWY (N2 1IP) (5 TY 1 MITO) DPINDHN TIVN M)
NYSNN 29y NN ST DY Yyap»w 295 YoN L1PNY 2.22.3.3 PYDa VNMND NTNSN NYY

.(5 7y 1 MATD) DMINDHN TIVN M HY NHUNIN

(12 1y 8 MITD) MY NIYIIN AN

8 191D) NPYDIN *aNI” : UND) OV DY DIV (12 TY 8 MITD) NN 2N HYW MITO 5 Ty
21N> 2,000,000,000-1 9N NI 995N 10 NNX DOV (7MY NIN9IN 2and” N (12 1y
VIO PNNY 1IPHY) INDH DI 952 windNh DI (12 7Y 8 MAITD) MINNIN YANI .TININ
(5P WTIN 95 DY 16 Ty 12 DY VYNY - 198D DXPNNN TTAD TINS NP MNNIND Y2ANd
107722 9NDNY DMV OPN SNN L1PND 2.20.3 PYDI VNN DIDMDH DX TN VYN
SN RPN DINV MYIINA NP T PYDA OND) DWVIIND PNINKD TVIND TN
2N MITON NNN DD NNYNID MIYNIN PI-DY GTNHN NYNN NTA YAR W 29D ,(P1IYN 19D
IN (12 49 8 MITD) NN AN HY PYUNIN G900 NYSN MT7 - 19ND) (12 TY 8) MINIIND
N Y NNYNIN NYNNNT-) (12 1Y 8 MATD) NINOIN AN YWY PYUNID NYSND N
1N TP 0 INMIND TPNAIN AND YO 19N L(PNIYN 03D (12 1Y 8 MITD) NINIIND
9951 ,NNN D5 3.y N7Y 15.00 M ,0W DY MMWYI 193NN SY NNX 199 NN vinsnd
Y020 TINY VI PNN DY PN DDV TN ,)10ND 2.20.9 YOI NNIND MNNNNY
GTRN NYNN NITI YaAP»Y 295 910 ,\onY 2.20.4 PYDI VNSO NTNINN NIY IN NTHNN
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DINY Ty WNIM ROV ,1IyN 29 (12 1y 8 MITON) PNN NI (12 7Y 8 MITD) NURIN
NIV NYAN IN MDY 9912 P2INNY 7PNN XY DV 71PN YPY (9592 1Y) Wi nn NMpN

919 2.20.9 YO I (12 7Y 8 MTTO) NPIND MMIXNIND YN NHNNND IO

TN PIY 121 ,NINND YIDND TIND OTIP MNSY DM 14 >TrH MPT DODION NI2NN
PRI TPEIND YAND WIINY PINND

N7ANT (T 1Y 7) ;MIT0) NINOIN ans

) 1D) NINDIN ¥aNI” : UND) OV DY DIV (1T TY /) MTTD) MINAIN 2N HY MITO 5 Ty
»an> 20,000,000 -1 NP RO 900N 1IN0 NNNX YOV ("H7ARD NINDIN AN IN ('Y 1Y
NITD) 2IN MMN .2.Y N7Y 100-2 ¥IDID 110 7P (3 TY /) MITOD) NN AN I .7MININ
LR TY ) MITO IR (9 TY 5) MITONND NNND N TMNN IN (Y NITO) 2NN MR N (7
PYDI NNAND DTHNN NOY IN DTHND DDIY TINY LI PN DY 1PN 0YVN T
TTND TN T TPNOIND YIAND WIDdN PHNY NIPNY) INDN DY 931 NN ,\onh 2.21.4
INDND DMV DY INN PIRTIOP WTIN DD DY 16 Ty 12 DM LYNY - 1IIND DPNNN
NP DN "YIINN NP :NT 1.21 PYDA 1PNY) DVINMNMY PINND TYINY ¥ NON12
NNN 99 MIYRAY MYXIN PO DY GTHN NYSN NYITA Y21V 190 D10 ,(P1YN 295 ,7immnn
) 910) NINDIN AN DY PYNIN 41N NYSN MT7 oY) (13 TY 7)) TPNAIN YAND MITON
Y NIMUNIN AYSNNY -1 (73 1Y 7)) 1HITD) DINOIN 2ANI HY PYUNRIN NYNAN M7 IR (1Y 1Y
TY UMDY NOW (3 TY 2 MITONN) NINOIN NI (1Y 295 ,7(’Y 4¥ /2 MITD) NININD *and
YN N MIT YD 12 P2NNY 7PIN KDY DO 7P YR L(9592 TV) vIndnn N:PN DINY
(7252) DNND WIDNY TN 7PN (3 TY ) MITO) MIXIIND 22N MITON NNX DI NNV
PPYN 29 DY MYNINN LN TY 13) MATOY (9 1Y 5) (" NITO) (T NITO) 2INN NN MITON
NNIND MPIN9IN YAND DY NYNRIN NYSNN NMTL VNDY 93 ,(TNHNI NN IN) DT §TI
MDY INY NN NPAND TPNNNRD AN YIIHN INXIND IPXPINY DINND N .NTON

AT NMIND NTNN2 MNP DNN MIND

PINRD TYIND PIN 1Y, PINND VIDOHND TN DIV DD 14 TN NINT DDION NIIND
SNNRD TPNAIND AN WD

2NN MR TINDY TN 19N MIRIPN (9 TY 5 MITO) 230N MNN) (T NITO) 2INN MNN
DINN Y9N 90N 10 DN NON,7MI9090

AR TINDY T DN MINIPN (R TY /T MITO) IND MNXI (N NITO) 2NN MDIN
NINK WII9N 1IN 1D DX XON 791919 20

IN 72NN MR TINDY T2 1OND MIRIPN MDD INT MNDNY NINY IND MDNX
INN WNIANI NN 19 OX NIN ,MYNIND 2IN1 MR

DN NON 75199319 AP89IND 22N TINDY TN PNY INIPY (12 TY 8 MITD) MINOINM 2AND
NN YNNI NN D

DN NIN ,7A7ART A89INN 2N TINDY TN 19N INIPY (7 TY ) MITO) MINOIND Yand
INK YNNI N D

JIPSAIND 2N TINDY TN PNY INIPY NARD MIXOIND 22N NMIND MININD 2AND
DINN YNNI DN 10 DX NIN

M7 TN PNY IRIPY TPNIND AN DMINDHIN TIVN NI, IND MDN NN
I1EIYRHNN TIYN
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SV NURIN GTRN NYNN MT L(9 TY 5 MITD) 2INT MDN DY NURIN 9THN NYSN M7
T TNTO) DINN MNN YW NUNRIN GTHN NYSD MT,(5 TY 1 MITO) DIPINDNN TIVD NN
GTHN NS NITY (12 7Y 8 MATD) TPNNIRD AN DY NYRIN 9THN NYSD NYT LN Ty
41N HYSH MY TINDY TN 1PN7 INIPY (7 TY ) MITO) PNIND AND DY NYRIN
INK W90 0N 10 DN RON ,"PYNID

TN M DY IUNIN DYNNN L9 TY 5 MITO) 2IND MNDN DY MIWUNIN NYNNN
NYSNN LON TY /T MITO) 2IND NN DY INIVYRIN NYSNN L(5 Ty 1 TMITD) 0 INDNHN
MITO) MNAIND YAND HYW NNIWNRIN NYSNM (12 TY 8 MITD) NPXMIND AN HY NHUNIN
DINN ¥I9HD2 99N 10 DX XON ,7ANYRIN NYSNHNY TINDY TN 1ONY MINIPN (13 1Y 1)

172N >T-5Y DT NN MNVNY 9931 ;230N NN NN TR NYNN NITA YN 772NN DN
(3) DYDY NPT MT DX NIANN DDION 2N, (NIAND DY Y TYOIN NNYT NIPOPY 290) MTNH
N92N NNODN OY TN GTHN NYNN NITY 1IN GTHN NYSN NIT DIDID 13D MNY 01

SNIND NN NPTN

NysNNn *v99 2.3

NY NYNN7 I/ 7OPAN DYSN7 DY 7972 $HANY D19 9710 NYSN NIT 29 DY TN MY NYSH
PIN2 NOR OINNN NITHND (VNNNR KD NYNN” =) 7APRR NYSN” :HNRNNA 19NY) 7NN
MIPN” :1919) 2007-170UN ,(MXKY TI¥ M NYSD JAIN) 7Y M) MNIPNDY TIY M)
1IN NWAPY ONNND DN TN I OPINNY MNDT NYNN SV TI73 N/ (7HYsnn
DXIPYNY TV I NYSN I9IN DN GTIN HYSN NI/N71TA N9IND VIN ,NNIND NYNNN
DOVWPYN” 19NY) NYSNN INPNA NON DINNN NITHNT (128N 29Y) B70IN N/ DINDON
999531 ONNNA YN LJIYN MAM) NYEN 1IN NN 1) L (70110 DIWPYNRT - ’ENNON

YSAN MNIPNY

4199 NYSD MNIT 20 JY TIYD M) NYNN 1N 2.4

DXO1AN TIVN MM MOYAY NI HY TITa nvsn 2.4.1

.Y N7w 2,000,000,000 TY N/ NI 2,000,000,000 Ty 1307 ,NMDIL DOYIION TIVD M)
TV INRA (NNITO) NN X DY NY 2,000,000,000 TY IWRA (T DITO) DN TN
2,000,000,000 7Y N/ (9 TY 5 NTITO) NN NN MITON NNX 991 ).y N7Y 2,000,000,000
NNX 991 2,000,000,000 7Y WA (N> TY /T NITO) 23NN MNDN MITON DNNX Y90 )Y Ny
MITON NNNX Y91 2,000,000,000 Ty INA (5 Ty 1MITO) DMINDHN TIVD M) MITON
IN D919 ,NIND TSN AN MITON NNX 991 20,000,000 INA NN PNINRD Y2AND
NNN MOT NN HY DN’ 295 NIOT DY 7772 ,0501010 TIVN MM YH¥Ia0 Wws»vw )15 ,0pon
5¥2 W INY DY DY P> TWNRY NYSNN N7YTA YAP»Y 295 ,093070 TIVN MM MInad
IN AP PND) TN NYSN NPT YaAPMY Y95 YyAIPN DY DOINN TIVA I
(9 7Y 5) MITO) IND MNN LN TY 1) NITO) 2INND MNX LT NITO) 2INND MNIN (7P
TMN OX P TN DITIN TIWN M) XYY WY (5 Ty 1MITO) DPINDNN TIVN MIN
TPNIINRD YAND PIYDY ,YNIPN DY INDNY DI P H7IN DMINDNN TIVD MM NN
DN YIPN DPA INDNY DMWY DN OX P TR - NVIRD TPNAIND AN N/ NPINY
NPINN 92 X2 Y1277 ONIT 7PN PINND .YIPN DV INDNI DIMYIN TIY M0 WIdns
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TIY MM NN NPAIN .IYSNN NPT AR NPNNY N2DINY DNX MDY NN NINNRD
MPN2 NIIND NTHYY ORNNA YYD NMDT DY TITI NIND 7PXOIN Y2ANIY DMYINDNI
LNDOY Y95 NMDT HY TITA NPAINY WP TPLVINTIN MYIN NMNINY NDNAN NPNIMN

3oNY 2.6 PYD N VIPAD . NYSNN MTA

NN MIVN YV %2990 MYV Yy 19919 HY 7172 DTNN DYNNA NDNY TIY MM Nysn 2.4.2

¢ (D020 MY DN NIV NYY MIY)

395 ,8%9N0N TIY I IRA (9 1Y 5) MITTO 2IN MVN WHAYA 7NN MR DY Y03

AL
I ).y NY 2,000,000,000 TY INA (9 TY 5 MITO) 2IND MNX ).V N'Y 2,000,000,000 Ty
DTAN NYSN ,MTNA NDNDIWSPY 919> 0PN N OND (5 7Y 1 MITD) D»INDN T

MNDNN 9 DY ,NITO NMNND NN NN MNXYNY THPIIYN 1PN NYY DY 17100 ¥ 77172
A9ND 2.7 YOI MOLNINN

DTN NN DY 1991 YW TITA NTNN NYNNA NDINY TIY M) NYNN 2.4.3

NDNY WSPY D1 0PN N DD (DYDY 2.2.10 YDA DNITHIND) DOYXIND TN M)
NPNMYY DTN 95 259DV DTN PN DY 110N YV TITI DTNN NYSNL M3
TN D2 NNDN YW 51> DTN PN DY 30D IYSDN DT AP OINRDIIN
7 0YPAY .NINYNIN NYNNN NNDNI MY DT PPYN 19-9Y 1NDNDY §THN NYSD MMNTH

.onY 2.8 Pyo

DTNN ND NYNN YV T1T72 NDXY TIY M NYSN 2.4.4

WNPY D1, 0PON IR 09D (DY 2.2.10 PYDI ONITHIND) DOYNINN TN M N
95 25910V ,NYNNN NMIPN 73 P92 VNN PN NTPNN KD NYNN HY TIT2 M2
VSN NPT AP NN DTN

DXYIIM OINNA NXIVNA NVIN DTN KD NYNN ,NYNNN NNPNY (1)(N)11 MpN »9> .2
TIRYY NN 172NN D9INY ,NYSNN ANPNA NT NNHD NITHIND DOTOM DWPYN Vi1 NA
WPYN IPRY MY NPINNY TA52) OTOMN WPYN IDRY MY NPANN 113 30% TY MNoND
DYTOIIN DWPWNY TIVN NI 12 ISPV PNN IMND ,ATNNR NYSNL DWW STOM
SW 0NN NPYN 29D 7PIN Y TOMN WPYN IPRY WPYN DY NXPINY MNOM D) ININD)
YNND DI WPYN D GUNI TOI WPWYN IPRY M DY NININN Y3 TO TINN IMININ
30% DMIN N -INIYY INND NPINY INIVII NPON NYSNN NNYY) ;72531 NNNX 703N
.PANN 555 I

,103-25 9901 N1HY — 7Y MM MY 930 HY MVIYN NTHYY DNNNA 3 9NaY )
nYapy N9 MNN 00NN BTNNN THN NINTNA ¥ M) YW NTNN RY NYsN
PN 29Y PN WY NN (1) :PPYN PPN NINDNA Y M MYIN AN
MIPN 29 MAANN PIND 350 9P¥Da IMYNWNI 4100 (2) ,NY8NN Ipnd (3)(N)11
=) PINY (3)(NIN1S5 4I¥D 295 T9¥ M HY N9a¥N IN ANEPN) NYSNN INPNY (4)(N)11
MNDT NYSN NPNY G710 NYSN MT MYSNIND T M%) DYDY MMt nysn (3)

OY Y191 TIYY 1) 03 TYNN) 106-2 1900 NTRY - TIY MM MYI DI0 DY MOIYN NTHYD OXNNA 7D Anar®
NTIY N2 NY MY MPONY WINY NN JY NIJHYD NOIYNL TNX PR DN DMIPN P NTNN NYNNA MY
.20 NNDNA X2 1PI TIVA NINNY NI XOYW 1IN IMNX NPAAN — RONTY .DIND 190102
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MNYN (2) ; MNTN NYAPY MNITD TN MO INTNY MNMWAN M (N) DYy
INAIN AN (3) ;MO NYAPY MNITA 1PN NN INDHY MPMIYIN MArHnn
IYOIN 22N (1) ;591N NYAPY MNIN TN UM INDNY DINMIVIN (MnY)

M9 NYAPY MINITD TN DN INDNY DIV TIY 99232 YINNIY DIInN

3919 2.9 Y0 I NTNN RO NYSNN 19N MTIN VYD

N9 WINIMNN NIYAINY MINN N 9110 PYUN 9-5Y NIINY DIYNINN TIVN 1,19 INID 2.5

$29NN MIIN NYNNN NIYAINY NINNI NINY NINOIND

A9N9 2.18 PYDA DAININM (T NITO) DINN MDNONN - 2.5.1
919 2.19 Py DMININD (N NITO) NN TMDNONN - 2.5.2
A9NY 2.22 PYDA DANING (9 TY 5 MITO) NN MVNONN - 2.5.3

2.24 -1 2.22 DPYDA DININD NPIND NINND NN (N TY /T MAITO) N MK NN 2.5.4
ono

3919 2.23 Y02 DININND (5 TY 1 MITO) DMINDNN TIVD MIMONIN - 2.5.5
2PN 2.20 9Py DININD (12 TY 8MITO) NN INNINN AN NN 2.5.6
A9N5 2.21 PYDR DININD (T TY 2 MITO) NVIRD TPNINOANI NN 2.5.7

NI INA NMIDTN DINNN ARKIND APNPIN IWN INA IT PPYN 9 DY MYNIND NN 2.5.8

NMOT MY NIOIN DYNNN NPIND TPNINRD YN WIDHN INA MYHINT NN MMN

952) Y2V OITHITTN NIVH )POYa NX NN NN PN MINMPN MYMNIN NMIND

IN WINMN TYI NN DIND TYIN MINNK I INPIGN NN Y2IPN TIRNNY NINK NN
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(i) Failure to make a payment: Our failure to pay any amount payable to

our banks under the facility agreement within seven business days or ten days from
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the date of payment. Payments under the facility agreement include payments of

principal and interest.

(i) Investment Center Grants. Our failure to comply with the material
conditions of the approvals to receive grants for Fab 2 from the Investment Center
of the Israeli Ministry of Industry, Trade and Labor or if the Investment Center
cancels or reduces such grants or a portion thereof (save to the extent that such

grants may be, and are in fact, replaced by other investment).

(iii) Failure to comply with certain financial ratios and covenants: Under
the terms of the amended facility agreement, we must meet certain financial ratios
and covenants, including financial covenants relating to the ratio of total
indebtedness to earnings before interest, taxes, depreciation and amortization
(EBITDA), EBITDA and amount of investments.

(iv) Changes to and compliance with material contracts: Other than as is
otherwise permitted under our amended facility agreement, We may not amend,
cancel, terminate or waive any term of a materia contract unless the
aforementioned actions are not materially adverse to the interests of our banks. We
aso must materially comply with the terms of our material contracts. Subject to
certain exceptions, certain of our material contracts must remain in full force and
effect.

(V) Use of excess cash flow from Fab 2: We must invest the operating cash
flow derived from our operations according to our business plan and in certain cases

excess cash flow must be used to mandatorily prepay our loans.

(vi) Creation of encumbrances. We may not provide security interests in or
otherwise encumber our assets or the assets of our subsidiaries, other than in favor
of our banks or the government of the State of Isragl in connection with grants from
the Investment Center of the Ministry of Industry, Trade and Labor for Fab 1 and
Fab 2 or unless otherwise approved by our banks.

(vii) Payment of dividends: We are not permitted to undertake to declare or
pay a dividend or make any other distribution or to redeem any of our shares or

convertible securities unless the facility agreement specifically grants usthisright.

(viii) Incurrence of financial indebtedness: We may not incur and our
subsidiaries may not incur any financial indebtedness, unless we are specifically

permitted to do so under the facility agreement.
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(ix) Purchase of shares or assets of another company: We may not
purchase any interest in the share capital or the business or assets constituting a
separate business of another company unless the aggregate amount of all such
investments or purchases does not exceed $5 million and no indebtedness is

incurred, save for the amount invested (not exceeding $5 million as aforesaid).

x) Suspension or cancellation of approvals and permits. We must obtain all
of the permits, approvals or licenses necessary for compliance with our obligations
under the amended facility agreement and required for the performance of the Fab 2
project and must ensure that they are not suspended, cancelled, revoked or lapse
without our having obtained adequate replacements. In addition, we must comply
with the terms of such permits, approvals or licenses and their terms cannot be
modified in a material adverse respect. If we become aware of any event which is
reasonably likely to give rise to the revocation, termination, cancellation or
suspension of such permits, approvals or licenses we must be able to demonstrate
that such termination, suspension or revocation will not occur. We must obtain al
environmental permits required for the operation of our business, comply with such
permits, use our best endeavours to prevent a release of hazardous materials
and remedy all environment damage caused in connection with the Fab 2 project

unless failure to do so would not have a material adverse effect.

(xi) A “ change of ownership” : The amended facility agreement provides that
certain events would be considered to be a change of ownership of our company and
would constitute an event of default. These events include limitations of the
number of our sharesthat the Israel Corp. may sell or hold and the composition of

our board of directorsincluding that:

. SanDisk Corporation, Alliance Semiconductor Corporation,
Macronix Co. Ltd., and Israel Corp., no longer nominate in excess
of half of our directors. For the purpose of this calculation external
directors and our office holders that are also directors are not taken

into account as members of our board of directors.

o Israel Corp must hold at least 48,164,483 of our issued and
outstanding ordinary shares (or capital notes convertible into such
shares).

(xii) Ranking: We may not create any obligations to any third party that rank

senior in right and priority of payment to the banks or in priority of security to the
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banks, other than obligations which are mandatorily preferred by law applying to

companies generally.

(xiii) Insurance: All of our properties and assets must be insured with
reputable insurance companies or underwriters approved by the banks. We must
also maintain insurance which is generally and customarily maintained by
companies carrying on a business similar to ours. The proceeds payable under the
insurance polices in the event of loss of Fab 2 or Fab 1 must equal at least 110% of
the aggregate amount of debt we owe our banks under the facility agreement at any
given time. In addition, the insurance policies are to be assigned by way of charge

in favor of the banks and the banks are to be joined as an additional insured.

(xiv) Representation and warranties: Prior to the closing of the facility
agreement with the banks, and in connection with amendments thereto we made
certain representations and warranties to the banks and we are deemed to have
repeated certain of those representations and warranties to the banks on certain
events. such representations or warrantiess made or repeated by us must not be
incorrect or misleading in any material respect when made or deemed to be made or
repeated.

(xv) Continuous legal validity of the facility agreement: The facility
agreement or any of its ancillary agreements shall not cease to be in full force and
effect in any respect or fail to provide the intended perfected security over our assets

in favor of our banks.

(xvi) Liquidation; Insolvency.: Our or any of our material subsidiaries
becoming insolvent or admitting to being insolvent or our commencement of
negotiations with any one or more of our creditors with a view to a genera
readjustment or rescheduling of our indebtedness. In addition, any steps taken for
our or any of our material subsidiaries liquidation, winding up or similar events,
including seeking protection from creditors, and any proceedings or orders with

respect thereto must be cancelled or withdrawn within sixty days.

(xvii) Cross acceleration of other indebtedness: We may not fail to make
payments regarding any of our other financial indebtedness which aggregates $20
million or more. In addition, $20 million or more of our other financial indebtedness
cannot become prematurely due and payable or be placed on demand. If Any
encumbrances over any of our assets or those of any of our subsidiaries securing an
aggregate of US $20,000,000 or more become enforceable and steps are taken to

enforce the same or we or any of our Subsidiaries fail to discharge in full any
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judgment debt entered against it in excess of US $20,000,000, within 30 days of the
relevant judgment being entered against it, unless such judgment is being contested

in good faith on reasonable grounds following external legal advice.

(xviii) Breach of Convertible Debentures. Our default under or breach of any of
the terms and conditions of our convertible debentures or our making any payment
in relation thereto which is not permitted under the facility agreement or the
ingtitution by the holders of the debentures (or anyone acting on their behalf,

including atrustee) of proceedings against us.

(xix) Execution, Attachment, Sequestration: We may not permit any execution,
attachment, sequestration or other similar process taken against us to subsist for

more than 45 days.

(xx) Material adverse effect: The existence of any litigation or other
proceedings involving us, or any event or series of events, which is likely to have a
material adverse effect on our company. In addition, any event or series of events

occur which isreasonably likely to have a material adverse effect on our company.

(xxi) Fab 2 being declared a total loss: Fab 2 or a substantial portion thereof is
rendered inoperable or declared by our insurers to be a total loss or a constructive

total loss.

(xxii) Government action against us. Any nationalization, seizure or
expropriation of al or any substantial or material part of our assets, including our
share capital by any governmental authority, or any governmental authority assumes
custody or control of such assets or takes any action for our dissolution or takes any
action that would prevent us from carrying on our business or operations or a

substantial or material part thereof.

(xxiii) Restrictions on the free exchange of NIS for United Sates dollars: The
imposition of restrictions by an Israeli governmental authority on the free exchange
of NISfor United States dollars or United States dollars for NIS.

(xxiv) Illegality: It becomes unlawful for us to perform any of our material
obligations under the amended facility agreement or the ancilairy documents thereto

or any of our material obligations under certain of our material contracts.

(xxv) Outside Investment Undertaking: certain of our investors make
undertakings to the banks in connection with a future binding offer by a person to
purchase our shares following the insititution of bankruptcy or receivership

proceedings against us which are ordered by a court of competent jurisdiction. The
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representations and warranties made in such undertaking must be materially correct,
the investors who entered into such undertaking must comply with their terms, the
undertakings must remain in full force and effect in all material respects and must

not be repudiated by such investors.

(xxvi) Undertaking with respect to Jazz. In connection with our purchase
of Jazz Technologies, Inc. (“Jazz’), we have agreed to certain restrictions with
respect to Jazz, including not assuming or agreeing to guarantee or be liable for any
Jazz indebtedness or obligations, and not financing or transferring our funds to Jazz,

except as payment for goods, services and rights received on an arms' length basis

(xxvii)  Additional Restrictions: Without the prior written consent of our banks

or as permitted under the facility agreement, we are restricted from:

o entering into or resolving to approve any merger, reorganization or

transfer of any part our business,

o amending our articles of association in a manner which is materially

adverse to the interests of our banks;

o disposing of our assets other than in the ordinary course of business

or other than to replace such assets with comparable or superior assets,

) maintaining any bank accounts other than the accounts with our
banks and all payments related to the Fab 2 project shall be made from

or to those accounts.

We must notify the banks of any event of default of which we are aware and report
on the steps, if any, being taken by us to remedy such event of default. With respect
to the majority of the aforementioned events of default, the facility agreement
provides that if such event of default is capable of remedy, or if our failure to
comply with other obligations under the facility agreement is capable of remedy,
then such events will not entitle our banks to exercise their remedies under the
facility agreement if we cure such breach within the period or time set forth in the

facility agreement (generaly 7 or 14 days).
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@) Failure to make a payment: Our failure to pay any amount payable to our banks under
the facility agreement within seven business days or ten days from the date of payment.
Payments under the facility agreement include payments of principal and interest.



(i1) Investment Center Grants. We must comply with the terms and conditions of the
approval to receive grants for Fab 2 from the Investment Center of the Israeli Ministry of
Industry, Trade and Labor.

(iii) Failure to comply with certain financial ratios and covenants. Under the terms of the
amended facility agreement, we must meet certain financial ratios and covenants, including
financial covenants relating to periodic sales, quarterly earnings before interest, taxes,
depreciation and amortization (quarterly EBITDA) and equity as compared to total assets.

(iv)  Changes to and compliance with material contracts: We may not amend, cancel,
terminate or waive any term of a material contract unless the aforementioned actions are not
materially adverse to the interests of our banks. We also must materially comply with the
terms of our material contracts. Subject to certain exceptions, certain of our material contracts
must remain in full force and effect.

v) Use of excess cash flow: We must invest our operating cash flow in accordance with
our business plan.

(vi) Creation of encumbrances: We may not provide security interests in or otherwise
encumber our assets, other than in favor of our banks or the government of the State of Israel
in connection with grants from the Investment Center of the Ministry of Industry, Trade and
Labor for Fab 1 and Fab 2 or unless approved by our banks.

e Payment of dividends: We are not permitted to undertake to declare or pay a dividend
or any other distribution (as defined in the Companies Law — 1999) or to redeem any
of our shares or convertible securities (including the debentures being offered herein)
unless the facility agreement specifically grants us this right.

(vii)  Incurrence of financial indebtedness: We may not incur any financial indebtedness,
unless we are specifically permitted to do so under the facility agreement. Examples of
financial indebtedness which we are permitted to incur according to the terms of the facility
agreement are: an amount of up to $22.5 million in respect of a credit facility for Fab 1, an
amount of up to $10 million in respect of operating leases relating to Fab 2, letters of credit in
respect of an aggregate amount of up to $10 million, the debt we incurred in connection with
the issuance of convertible debentures in January 2002, January 2006 and in June 2006 and
the debt we may incur in connection with the issuance of the debentures being offered herein.

(viii)  Purchase of shares or assets of another company: We may not purchase any interest
in the share capital or the business or assets constituting a separate business of another
company unless the aggregate amount of all such investments or purchases does not exceed
$5 million.

(ix) Suspension or cancellation of approvals and permits: We must obtain all of the
permits, approvals or licenses necessary for the performance of the Fab 2 project and must
ensure that they are not suspended, cancelled, revoked or lapse without our having obtained
adequate replacements. In addition, we must comply with the terms of such permits,
approvals or licenses and their terms cannot be modified in a material adverse respect.

(x) A “change of ownership”: The facility agreement provides that certain events would
be considered to be a change of ownership of our company and would constitute an event of
default. These events include limitations of the number of our shares that Israel Corp. and
our major wafer partners (SanDisk Corporation, Alliance Semiconductor Corporation and
Macronix Co. Ltd.) may sell or hold and the composition of our board of directors including
that:

e Until such time that more than 50% of our outstanding loans have been repaid, Israel
Corp. holds less than approximately 32.2 million of our ordinary shares (including
shares issuable upon conversion of our convertible debentures) and thereafter holds
less than approximately 14 million of our ordinary shares.

e The aggregate shareholdings of SanDisk Corporation, Alliance Semiconductor



Corporation and Macronix Co. Ltd. must equal at least 60% of the amount of their
aggregate shareholdings on January 29, 2006 (which may be reduced under certain
conditions) less an amount of shares equal to 30% of the number of our shares held
by them on January 29, 2004.

e SanDisk Corporation, Alliance Semiconductor Corporation, Macronix Co. Ltd., and
Israel Corp., no longer nominate in excess of half of our directors. For the purpose of
this calculation external directors, independent directors and our office holders that
are also directors are not taken into account as members of our board of directors.

(xi) Ranking: We may not create any obligations to any third party that rank senior in
right and priority of payment to the banks or in priority of security to the banks, other than
obligations which are mandatorily preferred by law applying to companies generally.

(xii)  Insurance: All of our properties and assets must be insured with reputable insurance
companies or underwriters approved by the banks. We must also maintain insurance which is
generally and customarily maintained by companies carrying on a business similar to ours.
The proceeds payable under the insurance polices in the event of loss of Fab 2 must equal at
least 110% of the aggregate amount of debt we owe our banks under the facility agreement at
any given time. In addition, the insurance policies are to be assigned by way of charge in
favor of the banks and the banks are to be joined as an additional insured.

(xiii)  Representation and warranties: Prior to the closing of the facility agreement with the
banks, we made certain representations and warranties to the banks and we were deemed to
have been repeated certain of those representations and warranties to the banks each time we
delivered a request to borrow money under the facility agreement. We also made certain
representations and warranties to the banks in connection with certain of the September 2006
amendment to our facility agreement. When made, the representations and warranties must
have been correct and not misleading in a material manner.

(xiv)  Continuous legal validity of the facility agreement: The facility agreement or any of
its ancillary agreements shall not cease to be in full force and effect in any respect or fail to
provide the intended perfected security over our assets in favor of our banks.

(xv)  Liquidation; Insolvency: Our becoming insolvent or admitting to being insolvent or
our commencement of negotiations with any one or more of our creditors with a view to a
general readjustment or rescheduling of our indebtedness. In addition, any steps taken for our
liquidation, winding up or similar events, including our seeking protection from our creditors,
and any proceedings or orders with respect thereto must be cancelled or withdrawn within
sixty days.

(xvi) Cross acceleration of other indebtedness: We may not fail to make payments
regarding any of our other financial indebtedness which aggregates $20 million or more. In
addition, $20 million or more of our other financial indebtedness cannot become prematurely
due and payable or be placed on demand.

(xvii) Breach of Convertible Debentures. Our default under or breach of any of the terms
and conditions of the convertible debentures we issued in January 2002, in January 2006, in
June 2006 or the convertible debentures being offered hereunder or our making any payment
in relation thereto which is not permitted under the facility agreement or the institution by the
holders of the debentures (or anyone acting on their behalf, including a trustee) of proceedings
against us.

(xviii) Execution, Attachment, Sequestration: We may not permit any execution, attachment,
sequestration or other similar process taken against us to subsist for more than 45 days.

(xix) Material adverse effect: The existence of any litigation or other proceedings
involving us, or any event or series of events, which is likely to have a material adverse effect
on our company.

(xx)  Fab 2 being declared a total loss: Fab 2 or a substantial portion thereof is rendered
inoperable or declared by our insurers to be a total loss or a constructive total loss.



(xxi)  Government action against us: Any nationalization, seizure or expropriation of all or
any substantial or material part of our assets, including our share capital by any governmental
authority.

(xxii) Restrictions on the free exchange of NIS for United Sates dollars: The imposition of
restrictions by an Israeli governmental authority on the free exchange of NIS for United States
dollars or United States dollars for NIS.

(xxxii) Additional Restrictions: Without the prior written consent of our banks or as
permitted under the facility agreement, we are restricted from:

e altering the Fab 2 business plan;

e entering into or resolving to approve any merger, reorganization or transfer of
any part our business;

e amending our articles of association in a manner which is materially adverse to
the interests of our banks;

e making any payment or transferring our assets to our shareholders or their
affiliates;

e disposing of our assets other than in the ordinary course of business or other
than to replace such assets with comparable or superior assets;

o selling, transferring or licensing on an exclusive basis any of our intellectual
property assets which are material or over which the banks have received a
fixed security interest; however, we may enter into exclusive license
arrangements on arms’ length bases which are in the ordinary course of
business, provided that such arrangements do not adversely affect the interests
of the banks or the conduct of our business;

e incurring any capital expenditures other than in accordance with our business
plan;

and

e maintaining any bank accounts other than the accounts with our banks, subject
to certain exceptions.

We must notify the banks of any event of default of which we are aware and report on the
steps, if any, being taken by us to remedy such event of default. With respect to the majority
of the aforementioned events of default, the facility agreement provides that if such event of
default is capable of remedy, or if our failure to comply with other obligations under the
facility agreement is capable of remedy, then such events will not entitle our banks to exercise
their remedies under the facility agreement if we cure such breach within the period or time
set forth in the facility agreement (generally 7 or 14 days).
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CHAPTER 4

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.

4.1 General

In this prospectus, "we", "us", "our", and the "Company" refer to Tower Semiconductor Ltd.
and its wholly-owned subsidiaries. References to the "Company" for dates prior to September
19, 2008 mean Tower Semiconductor Ltd. ("Tower") and its wholly-owned subsidiaries,
excluding Jazz, as defined herein, which Tower merged with on September 19, 2008.
References to the "Company" for dates prior to June 3, 2011 mean Tower and its wholly-
owned subsidiaries, excluding TJP as defined herein, which was formed when we acquired a
fabrication facility in Nishiwaki City, Hyogo, Japan from Micron Technology Inc. on June 3,
2011. References to the "Company" or "Tower" for periods on or after June 3, 2011 refer to
Tower and its wholly-owned subsidiaries. The term "NIS" refers to new Israeli shekel, and
"dollar", "USD" or "$" refers to U.S. dollars.

We prepare our consolidated financial statements in U.S. dollars and in accordance with
generally accepted accounting principles in the United States ("US GAAP"). Prior to the
fourth quarter of 2007, Tower prepared its financial reports in United States dollars and in
accordance with generally accepted accounting principles in Israel ("Isracli GAAP") and
provided reconciliation to US GAAP in the notes to the financial statements. We have recast
the comparative amounts included in our financial statements for periods prior to the fourth
quarter of 2007 to US GAAP.

4.2 Summary I nformation Regar ding the Company

YOU SHOULD READ THE FOLLOWING SUMMARY TOGETHER WITH THE MORE
DETAILED INFORMATION REGARDING THE COMPANY AND THE SECURITIES
BEING OFFERED HEREBY, INCLUDING THE RISKS DISCUSSED UNDER THE
HEADING "RISK FACTORS" SET FORTH IN OR INCORPORATED BY REFERENCE
INTO THIS PROSPECTUS. YOU SHOULD ALSO READ CAREFULLY THE
HISTORICAL CONSOLIDATED FINANCIAL STATEMENTS, THE NOTES THERETO
AND OTHER INFORMATION THAT IS INCORPORATED BY REFERENCE INTO THIS
PROSPECTUS, INCLUDING OUR ANNUAL REPORT ON FORM 20-F FOR THE YEAR
ENDED DECEMBER 31, 2011 WHICH CONTAINS OUR AUDITED FINANCIAL
STATEMENTS FOR THE FISCAL YEAR ENDED DECEMBER 31, 2011, AND OUR
REPORT ON FORM 6-K FILED ON AUGUST 10, 2012 WHICH CONTAINS OUR
UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTH PERIOD ENDED AS OF JUNE 30, 2012.

Tower Semiconductor Ltd. was incorporated in 1993 under the laws of the State of Israel and
is subject to the Israeli Companies Law of 1999 (the "Companies Law"). Our shares are
listed on the NASDAQ Global Market under the ticker symbol "TSEM" and on the Tel Aviv
Stock Exchange in Israel under the symbol "TSEM". Our manufacturing facilities and
executive offices are located in the Ramat Gavriel Industrial Park, Post Office Box 619,
Midgal Haemek, 23105 Israel, and our telephone number is 972-4-650-6611.

We are a pure-play independent specialty foundry dedicated to the manufacture of
semiconductors. Typically, pure-play foundries do not offer products of their own, but focus
on producing integrated circuits, or ICs, based on the design specifications of their customers.
We manufacture semiconductors using production processes for our customers primarily
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based on third party designs and our own proprictary designs. We currently offer the
manufacture of ICs with geometries ranging from 1.0 to 0.095-micron. We also provide
design services and complementary technical services. ICs manufactured by us are
incorporated into a wide range of products in diverse markets, including consumer
electronics, personal computers, communications, automotive, industrial and medical device
products.

We are focused on establishing leading market share in high-growth specialized markets by
providing our customers with high-value wafer foundry services. Our historical focus has
been standard digital complementary metal oxide semiconductor (“CMOS”) process
technology, which is the most widely used method of producing ICs. We are currently
focused on the emerging opportunities in the fields of CMOS image sensors, mixed-signal,
radio frequency CMOS (RFCMOS), bipolar CMOS (BiCMOS), and silicon-germanium
BiCMOS (SiGe BiCMOS or SiGe), high voltage CMOS, radio frequency identification
(RFID) technologies and power management. To better serve our customers, we have
developed and are continuously expanding our technology offerings in these fields. Through
our expertise and experience gained over eighteen years of operation, we differentiate
ourselves by creating a high level of value for our clients through innovative technological
processes, design and engineering support and services, competitive manufacturing indices,
and dedicated customer service.

Tower was founded in 1993, with the acquisition of National Semiconductor’s 150-mm wafer
fabrication facility located in Migdal Haemek, Israel, and commenced operations as an
independent foundry. Since then, we have significantly upgraded our Fab 1 facility,
equipment, capacity and technologies’ capabilities with process geometries ranging from 1.0-
micron to 0.35-micron and enhanced our process technologies to include CMOS image
sensors, embedded flash, advanced analog, RF (radio frequency) and mixed-signal
technologies.

In 2003, we commenced production in Fab 2, a wafer fabrication facility we established in
Migdal Haemek, Israel. Fab 2 supports geometries ranging from 0.35 to 0.13-micron, using
advanced CMOS technology, including CMOS image sensors, embedded flash, advanced
analog, RF (radio frequency), power platforms and mixed-signal technologies.

In September 2008, we merged with Jazz Technologies. Jazz focuses on specialty process
technologies for the manufacture of analog and mixed-signal semiconductor devices. Jazz's
specialty process technologies include advanced analog, radio frequency, high voltage,
bipolar and silicon germanium bipolar complementary metal oxide (“SiGe”) semiconductor
processes. ICs manufactured by Jazz are incorporated into a wide range of products, including
cellular phones, wireless local area networking devices, digital TVs, set-top boxes, gaming
devices, switches, routers and broadband modems. Jazz operates one semiconductor
fabrication facility in Newport Beach, California (“Fab 3”). The merger has provided several
key benefits, including increased global capacity, a larger customer base, a more
comprehensive product portfolio and a stronger financial base.

In June 2011, we acquired a fabrication facility in Nishiwaki City, Hyogo, Japan (Fab 4) from
Micron. The assets and related business that we acquired from Micron are held and conducted
through a wholly owned Japanese subsidiary, TowerJazz Japan Ltd. (TJP). Fab 4 supports
geometries ranging from 0.13 to 0.095-micron to manufacture DRAM and CMOS image
sensor products, and we are currently in the process of bringing in other process technologies
to Fab 4 to enable it to manufacture other products.
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Ratio of Earningsto Fixed Charges

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

Nine Year Ended December 31,
Months = 577 2010 2009 2008 2007
Ended
September
30, 2012
Ratio of earnings to | (1) 1.07 ) 3) 4) (%)
fixed charges ......

1)

2
3)
“4)
()

Earnings as adjusted were inadequate to cover fixed charges by $37.2 million in the nine
months ended September 30, 2012.

Earnings as adjusted were inadequate to cover fixed charges by $29.5 million in 2010.
Earnings as adjusted were inadequate to cover fixed charges by $125.5 million in 2009.
Earnings as adjusted were inadequate to cover fixed charges by $240.2 million in 2008.
Earnings as adjusted were inadequate to cover fixed charges by $144.3 million in 2007.

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

4.4

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 2,000,000,000 ordinary shares of Tower par value NIS 15.00 each;

e Series D debentures which shall be offered by way of expanding the Series D
debentures traded on TASE, par value NIS 1.00 each, in an aggregate par value of up
to NIS 2,000,000,000 (“Debenture Series D”);

e Series F convertible debentures which shall be offered by way of expanding the
Series F debentures traded on TASE, par value NIS 1.00 each, in an aggregate par
value of up to NIS 2,000,000,000 (“Debenture Series F”);

e Up to five series of debentures (series 5-9), par value NIS 1.00 each, in an aggregate
par value for each series of up to NIS 2,000,000,000 (“Debenture Series 5-97);

e Up to five series of convertible debentures (series G-K), par value NIS 1.00 each, in
an aggregate par value for each series of up to NIS 2,000,000,000 (“CD Series G-K”).
Each of the CD Series G-K shall be convertible into Tower ordinary shares. The
conversion of the CD Series G-K shall be at a rate of conversion not less than the par
value of Tower ordinary shares;

e Up to five series of warrants (series 8-12), of up to 2,000,000,000 warrants each.
Every warrant shall be exercisable for Tower ordinary shares;




e Up to five series of warrants (series C-G), of up to 20,000,000 warrants each
(“Warrant Series C-G”). Holders of a Warrant Series C-G shall be eligible to
purchase NIS 100 par value of Series D debentures or Series F convertible
debentures, or another amount of debentures from any of Debenture Series 5-9 or CD
Series G-K.

e Up to five series of commercial papers (series 1-5), par value NIS 1.00 each, in an
aggregate par value for each series of up to NIS 2,000,000,000;

This prospectus provides you with a general description of the securities which we may offer.
Each time we offer to sell securities under this prospectus, we will provide a prospectus
supplement containing specific information about the terms of that offering. The prospectus
supplement may also add, update or change information contained in this prospectus. To the
extent that any information we provide in a prospectus supplement is inconsistent with
information in this prospectus, the information in the prospectus supplement will modify or
supersede this prospectus. You should read this prospectus and any supplement together with
additional information described below under Section 4.13 "Where You Can Find More
Information" carefully 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 shelf offering report.

We may sell 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.

45 Forwar d-L ooking Statements

The statements incorporated by reference or contained in this prospectus discuss our future
expectations, contain projections of our results of operations or financial condition, and
include other forward-looking information within the meaning of Section 27A of the
Securities Act of 1933, as amended. You should not unduly rely on forward-looking
statements contained or incorporated by reference in this prospectus. Such forward-looking
statements do not purport to be predictions of future events or circumstances. As such, our
actual results and performance may differ materially from those expressed in such forward-
looking statements. Forward-looking statements that express our beliefs, plans, objectives,
assumptions, future events or performance may involve estimates, assumptions, risks and
uncertainties. Such risks and uncertainties are discussed in this prospectus under the heading
“Risk Factors”, and in our other filings with the U.S. Securities and Exchange Commission,
which are also filed with the Israel Securities Authority. You should read and interpret any
forward-looking statements together with these documents. Forward-looking statements
often, although not always, include words or phrases such as the following: “will likely

result,” “are expected to,” “will continue,” “is anticipated,” “estimate,” “intends,” “plans,”
“projection” and “outlook.”

EE TS

Any forward-looking statement speaks only as of the date on which that statement is made.
We will not update, and expressly disclaim any obligation to update, any forward-looking
statement to reflect events or circumstances that occur after the date on which such statement
is made.

4.6 Selected Consolidated Financial Data

You should carefully read the following selected Consolidated Financial Data in
conjunction with "Item 5- Operating and Financial Review and Prospects" of our Annual
Report on Form 20-F as of December 31, 2011 which contains our Consolidated Financial



Fixed assets
impairment

Gain on debt
restructuring ............. - -- -- -- 130,698
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Statements as of December 31, 2011 and related notes for the year then ended and in
conjunction with the unaudited condensed interim consolidated financial statements as of
June 30, 2012.

We derived the selected statement of operations data and other financial data for the years
ended December 31, 2011, 2010 and 2009, and selected balance sheet data as of December
31, 2011 and 2010 from the audited financial statements as of December 31, 2011. Those
financial statements were audited by Brightman Almagor & Co., a member firm of Deloitte
Touche Tohmatsu, independent registered public accounting firm. We derived the selected
statement of operations data and other financial data for the years ended December 31, 2008
and 2007 and the selected balance sheet data as of December 31, 2009, 2008 and 2007 from
our audited financial statements that are not included in this prospectus. We derived the
selected statement of operations data for the nine months ended September 30, 2012 and the
selected balance sheet data as of September 30, 2012 from our unaudited condensed interim
consolidated financial statements as of September 30, 2012.

Our management believes that the financial statements contain all adjustments needed to
present fairly the information included therein.

Year Ended December 31,

Statement of
Operations Data:

Operating Costs and

Research and
development
Marketing, general

Write-off of in-

process research and
development
Acquisition related
and reorganization

Financing expense,

Nine Months
Ended
September
30, 2012 2011 2010 2009 2008 2007
(in thousands, except per share data)
...................... $ 491,244 § 611,023 § 509,262 $§ 298812 $§ 251,659 230,853
Cost of revenues .......... 421,029 526,198 402,077 325,310 296,513 284,771
Gross profit (loss) ........ 70,215 84,825 107,185 (26,498) (44,854) (53,918)
................ 23,761 24,886 23,876 23,375 14,969 13,790
and administrative........ 33,658 48,239 39,986 31,943 33,223 31,604
................ - -- -- -- 1,800 --
............................. 5,789 1,493 -- -- 520 --
................... - -- -- - 120,538 --
Operating profit (loss).. 7,007 10,207 43,323 (81,816) (215,904) (99,312)
................................ (43,130) (40,302) (72,925) (45,710) (17,566) (34,976)

Gain on acquisition .... - 19,467 -- - -
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Year Ended December 31,

Nine Months
Ended
September
30, 2012 2011 2010 2009 2008 2007
(in thousands, except per share data)
Statement of
Operations Data:
Other income
(expense), net ........... (1,120) 13,460 65 2,045 (913) 92
Profit (loss) before
income tax
EXPENSES ..vvevververeneens (37,243) 2,832 (29,537) (125,481) (103,690) (134,196)
Income tax benefit
(EXPENSE) ..oovvvrereeen.. (9,637) (21,362) (12,830) 5,022 (1,455) --
Loss for the year-.......... (46,880) $ (18,530) § (42,367) § (120,459) § (105,145) § (134,196)
Basic loss per
()rdinary share (*) ..... $ (219) $ (092) $ (270) $ (1060) $ (1 170) $ (1694)
Other Financial
Data:
Depreciation and
amortization.............. $ 127,600 $ 162,679 § 143,023 § 143,404 $138,808 $154,343
Asof
September
30, Year Ended December 31,
2012 2011 2010 2009 2008 2007
(in thousands)
Selected Balance Sheet
Data:
Cash and cash equivalents,
including short-term
interest-bearing deposits
and designated cash............... $160,973 $101,149 $198,382 $ 81,795 $ 34,905 $ 44,536
Working capital ..................... 129,053 35,830 72,053 70,113 24,133 46,711
Total assets .....ccceeeereereeeneenne. 893,422 857,221 801,728 650,837 706,793 686,782
Short-term bank debt
and current maturities of
debentures............... 56,970 48,255 122,179 7,000 15,330 7,887
Long-term debt from banks... 114,871 103,845 111,882 187,606 222989 379,314
Debentures........ccceceeveereeeenne. 170,263 197,765 247,598 241,207 208,512 117,460
Long-term customers’
AdVANCES ..eveeeeeeeeeeeeeeee 7,415 7,941 9,257 8,262 11,138 27,983
Shareholders’ equity ............ 247,543 174,703 117,782 56,014 111,567 44,709
Weighted average number
of ordinary shares 21,418 20,138 15,688 11,364 8,983 7,924
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As of
September
30, Year Ended December 31,
2012 2011 2010 2009 2008 2007
(in thousands)

Selected Balance Sheet
Data:
outstanding (*) (**)..............
Number of shares issued
and outstanding (*) (**)....... 21,543 21,219 17,703 13,264 10,668 8,282

(*) (**) Includes the effect of the reverse stock split of one-for-fifteen effected on

August 5, 2012.
(**) Net of 86,667 treasury shares

4.7 Risk Factors

An investment in our securities is speculative and involves a high degree of risk. Therefore,
you should not invest in our securities unless you are able to bear a loss of your entire
investment. You should carefully consider the following factors as well as the other
information contained in this prospectus and in the other reports that we file with the U.S
Securities and Exchange Commission and that we incorporate by reference into this
prospectus before deciding to invest in our securities. This prospectus and statements that we
may make from time to time may contain forward-looking information. There can be no
assurance that actual results will not differ materially from our expectations, statements or
projections. Factors that could cause actual results to differ from our expectations,
statements or projections include the risks and uncertainties relating to our business
described below. The information in this prospectus is complete and accurate as of the date of
this prospectus. However, the information may change thereafter. We do not undertake any
obligation to update any forward-looking statements, whether as a result of new information,
further events, or otherwise.

The following is a list of the material risk factors that, upon the occurrence of one or a
combination of such factors, could have a material adverse effect on our business, financial
condition or results of operations.

Risks Affecting Our Business

We have a large amount of debt and our business may be adversely affected if we will not
be able to timely fulfill our debt obligations

We have a large amount of debt and other liabilities. As of December 31, 2012,
Tower had (i) approximately $131 million of outstanding bank loans carrying interest of
LIBOR plus 2.75% to be repaid in quarterly installments between September 2013 through
September 2015, totaling $25 million in 2013, $80 million in 2014 and $26 million in 2015,
and (ii) approximately $256 million of debt in respect of outstanding debentures, mostly
convertible into ordinary shares, to be repaid between December 2013 and December 2016 if
not converted earlier. As of December 31, 2012, Jazz had (i) approximately $19 million of
outstanding borrowings under its up to $45 million Wells Fargo credit line carrying an
interest rate of LIBOR plus approximately 2.5%, due September 2014, and (ii) approximately
$94 million of outstanding debentures due 2015. As of December 31, 2012, TJP had
approximately $13 million of outstanding borrowings under a secured asset-based revolving
credit line of up to 4 billion Japanese Yen (approximately $46 million) provided by GE



Capital. Loans obtained under this credit line carry an interest of the higher of TIBOR rate or
LIBOR rate plus 2.6% per annum.

Carrying such a large amount of debt and other liabilities may have significant
negative consequences, including:

e requiring the use of a substantial portion of our cash flow from operating
activities to service our indebtedness rather than investing our cash flows to fund
our growth plans, working capital and capital expenditures;

e increasing our vulnerability to adverse economic and industry conditions;
e limiting our ability to obtain additional financing;

e limiting our flexibility in planning for, or reacting to, changes in our business and
the industry in which we compete;

e placing us at a competitive disadvantage with respect to less leveraged
competitors and competitors that have better access to capital resources;

e volatility in our non-cash financing expenses due to increase in the fair value of
our debt obligations, which may increase our net loss or reduce our net profits;
and/or

e enforcement by the banks and/or Micron of their liens against Tower, Jazz or
TJP’s respective assets, as applicable (at the occurrence of an event of default).

In order to finance our debt and other liabilities and obligations, in addition to cash on hand
and expected cash flow from our ongoing operations, we continue to explore measures to
obtain funds from additional sources including debt and/or equity restructuring and/or re-
financing, sale of new securities, opportunities for the sale and lease-back of a portion of
Tower’s real estate assets, sale of other assets, intellectual property licensing, as well as
additional financing alternatives. However, there is no assurance that we will be able to
obtain sufficient funding, if at all, from the financing sources detailed above or other sources
in a timely manner or on commercially reasonable terms in order to allow us to fully or
partially repay our short term and long term debt and other liabilities and obligations in a
timely manner and fund our growth plans, working capital needs and capital expenditures.

If we are unable to manage fluctuations in cash flow, our business and financial condition
may be adversely affected.

Our working capital requirements and cash flows are subject to quarterly and yearly
fluctuations due to certain factors, including:

o fluctuations in the level of revenues from our operating activities;
e fluctuations in the collection of receivables;

e timing and size of payables;

e the timing and size of capital expenditures;

e the repayment schedules of our debt obligations; and

e our ability to fulfill our obligations and meet performance milestones under
our facility agreement, foundry agreements and investment center programs.

If we are unable to manage fluctuations in cash flow, our business, operating results and
financial condition may be materially adversely affected.

If Tower fails to comply with the repayment schedule or any other terms of its amended
facility agreement, or if Tower fails to meet any of the covenants and financial ratios



stipulated in its amended facility agreement and Tower's banks do not waive its
noncompliance, Tower business may be adversely affected.

Under Tower's amended facility agreement with Bank Hapoalim B.M. and Bank Leumi Le-
Israel B.M., in the event that Tower fails to comply with the repayment schedule or any other
terms of its amended facility agreement and is unsuccessful in negotiating a revised
repayment schedule or revised terms, or fails to meet any of the covenants and financial ratios
stipulated in the amended facility agreement, and Tower's banks do not waive its
noncompliance, Tower's banks may require Tower to immediately repay all loans made by
them to Tower, plus penalties, and the banks would be entitled to exercise the remedies
available to them under the amended facility agreement, including enforcement of their lien
against Tower's assets. There is no assurance that Tower will be able to generate the cash
necessary to fund the scheduled payments from increased levels of cash from operations or
from additional equity or debt financing or other funding sources. If Tower is not able to
generate increased levels of revenue and cash from operations or raise sufficient funds in a
timely manner, Tower would likely be unable to comply with the repayment schedule and
may fail to meet covenants and financial ratios under the amended facility agreement, which
may have a material adverse effect on Tower.

Israeli banking laws may impose restrictions on the total debt that Tower may borrow from
its banks.

Pursuant to a directive published by the Israel Supervisor of Banks, effective March 31,
2004, Tower may be deemed part of a group of borrowers comprised of the Ofer Brothers
Group, the Israel Corporation Ltd. ("Israel Corp.") and other companies which are also
included in such group of borrowers pursuant to the directive, including companies under the
control or deemed control of these entities. The directive imposes limitations on amounts that
banks may lend to borrowers or groups of borrowers. Should Tower's banks exceed these
limitations, their ability to lend additional money to Tower in the future would be limited and
they may require Tower to return some or all of its outstanding borrowings (which, under
Tower's amended facility agreement with its banks, were approximately $131 million in the
aggregate as of December 31, 2012).

Our success as a specialty foundry depends on our ability to continue to expand our
business, customer base and market presence, including through acquisitions. There is no
assurance that we will be successful in such expansion or finding and successfully
executing acquisitions.

Our financial results depend, to a significant degree, upon our ability to increase our
presence in the specialty foundry field and firmly entrench ourselves as a leading specialty
foundry. In order to do so and thereby improve our financial position and operating cash flow,
we need to expand our business and attract new customers who will utilize our expanded
capacity.

Our success at such expansion is dependent, in part, on finding suitable targets for
acquisitions, successfully consummating such acquisitions and integrating them into our
business.

We cannot assure you that we will be successful in expanding our business, attracting new
customers and increasing our market presence. Further, we cannot assure that we will find
and successfully execute such acquisitions or that they will achieve the expected synergies.
Furthermore, terms of our existing indebtedness, may prohibit or limit our ability to engage in
certain acquisitions.

Our reliance on acquisitions, such as our recent acquisition of TJP in June 2011, as a means
of growth involves risks that could adversely affect our future revenues and operating results.

For example:



10-7

We may fail to identify acquisitions that would enable us to execute our
business strategy.

Other foundries may bid against us to acquire potential targets. This
competition may result in decreased availability of, or increased prices for,
suitable acquisition candidates.

We may not be able to obtain the necessary regulatory approvals, or we may
not be able to obtain the necessary approvals from our lender banks, and as a
result, or for other reasons, we may fail to consummate certain acquisitions.

Potential acquisitions may divert management’s attention away from our
existing business operations, which may have a negative adverse effect on
our business.

We may fail to integrate acquisitions successfully in accordance with our
business strategy or achieve expected synergies.

We may not be able to retain experienced management and skilled employees
from the businesses we acquire and, if we cannot retain such personnel, we
may not be able to attract new skilled employees and experienced
management to replace them.

We may purchase a company with excessive unknown contingent liabilities,
including, among others, patent infringement or product liability.

We may not be able to obtain additional financing on favorable terms, if at
all, which could limit our ability to engage in acquisitions.

Our acquisition of TJP involves risks that may adversely affect our future revenues and
operating results.

Our acquisition of TJP involves known and unknown risks that may adversely affect our
future revenues and operating results, including:

failure to successfully integrate TJP in accordance with our business strategy;

unsuccessful in attracting new customers and products to Fab 4 in a timely
manner and may therefore have to revise our cost structure to reduce the costs
of operations which may result in incurring high one-time costs; and

in the event it takes longer than expected to attain new customers and
products for manufacture at Fab 4, it may adversely affect TJP’s ability to
fund the costs at Fab 4, which may adversely affect TJP’s ability to maintain
its operations.

Historically, Fab 4 served entirely as a fabrication facility for Micron’s
products. We are in the process of bringing various process technologies to
Fab 4 to allow for the manufacture of a wide range of products at this facility
for a broad range of customers. This requires significant capital expenditures
and on site qualification of technologies. There is no assurance that TJP will
be successful in expanding its customer base in a timely manner in order to
cover its manufacturing and operating costs. In the event that TJP is unable
to obtain such funds from its business and operations, the Company’s
financial results may be adversely affected.
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If TJP does not comply with certain covenants, it may be subjected to significant penalties,
which may adversely affect its operations and the Company.

Pursuant to its agreements with Micron, TJP is subject to certain affirmative, financial and
restrictive covenants, and other obligations until June 2013.

If TJP does not comply with such covenants or limitations, Micron will have various
potential remedies depending on the level of breach, and subject to certain arrangements with
the bank lender to TJP detailed in the intercreditor agreement, including:

e The ability to buy back the TJP shares and/or TJP assets (purchase will be at
the fair market value of TJP’s assets and liabilities at the time of the buy
back);

e Ability to foreclose on certain pledged assets of TJP;
e Ability to claim liquidated damages in an amount of up to $100 million.

In the event that TJP does not comply with certain covenants that entitle Micron to
remedies such as those listed above, it may be subjected to significant penalties which may
adversely affect Fab 4 operations and the Company.

If we do not fully equip Fab 2 and complete the equipment installation, and ramp-up of
production in Fab 2 to its full capacity, we will not fully utilize the substantial investment
made in the construction of Fab 2.

The full ramp-up of Fab 2 has not been completed to date. Our determination as to the
timing of the implementation of the ramp-up of Fab 2 and the increase in Fab 2’s production
levels is dependent on prevailing and forecasted market conditions, customer demand,
availability of equipment and our ability to fund such ramp-up. The ramp-up of Fab 2 is a
substantial and complex project. If we cannot fund the further ramp-up of Fab 2 or otherwise
successfully complete the ramp-up of Fab 2, we may be unable to meet our customers’
production demands and as a result may lose customers and may not attract new ones. In
order to fully ramp-up Fab 2, we will need to continue to develop new process technologies in
order to suit our customers’ needs. In addition, we have experienced, and may in the future
experience, difficulties that are customary in the installation, functionality and operation of
equipment. Failures or delays in obtaining and installing the necessary equipment, technology
and other resources may delay the completion of the ramp-up of Fab 2, add to its cost and
result in the Company not fully utilizing the substantial investment made in the construction
of Fab 2, which may adversely affect our future financial results.

Failure to comply with the terms of the Israeli Investment Center regulations may result in
us not receiving the benefits of the approved plans or may subject us to significant penalties
by the Investment Center.

In 2011, we received an approval certificate (“ktav ishur”) from the Israeli Investment
Center, a governmental agency, for our expansion program according to which we received
approximately $36 million to date for investments made commencing 2006. Under our
previous approved program approved in December 2000, we received an additional $165
million of grants for capital expenditure investment made during the years 2001 through
2005.

Eligibility for the above grants and other tax benefits are subject to various conditions
stipulated by the Israeli Law for the Encouragement of Capital Investments - 1959
(“Investments Law”) and the regulations promulgated thereunder, as well as the criteria set
forth in the certificates of approval. In the event we breach the various conditions and terms,
we may not be eligible to receive the benefits of the approved plan and may be exposed to
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significant penalties by the Investment Center, up to the amounts we received in the past. In
order to secure fulfillment of the conditions related to the receipt of investment grants,
floating liens were registered in favor of the State of Israel on substantially all of Tower’s
assets. These liens secure the Investment Center against a breach by us of the terms of the
grant program.

If we do not receive orders from our customers with whom we have signed long-term
contracts, we may have excess capacity.

We have committed a portion of our capacity for future orders to some customers with
whom we have signed long-term contracts. If these customers do not place orders with us in
accordance with their contractual loading and purchase commitments, and if we are unable to
fill such unutilized capacity, our financial results may be adversely affected.

We may incur additional indebtedness.

Although Tower, Jazz and TJP are limited by the covenants in their respective loan
facilities, and TJP is also limited by covenants in its agreements with Micron, Tower and/or
Jazz and/or TJP could find themselves in a position in which they may be required to take on
additional indebtedness in order to fund their operations, which would increase the amount of
our outstanding indebtedness. Any additional indebtedness may increase the risks associated
with servicing our indebtedness.

Adverse global or economic conditions may adversely affect our results and our ability to
Sfulfill our debt obligations and other liabilities.

Market analysts are currently cautious in regard to the forecasted global economic
conditions and it is uncertain when the downturn in the semiconductor industry and global
economy will end. The effects of such downturn in the semiconductor industry and global
economy may include global decreased demand, downward price pressure, excess inventory
and unutilized capacity worldwide which may negatively impact consumer and customer
demand for our products and the end products of our customers, as well as commercial
relationships with our customers. A disruption in the ability of our customers to access
sources of liquidity could lead to the inability or failure on their part to meet their payment
obligations to us. Such downturn may also have a detrimental effect on our commercial
relationships with our suppliers and creditors, including our lenders, as well as our ability to
raise funds in the capital market. The insolvency of key suppliers could lead to product
delays. The downturn in the semiconductor industry and global economy may adversely
affect our plans to continue capacity growth and our future financial results and position,
including our ability to fulfill our debt obligations and other liabilities.

Our operating results fluctuate from quarter to quarter which makes it difficult to predict
our future performance.

Our revenues, expenses and operating results have varied significantly in the past and may
fluctuate significantly from quarter to quarter in the future due to a number of factors, many
of which are beyond our control. These factors include, among others:

e The cyclical nature of the semiconductor industry and the volatility of the
markets served by our customers;

e Changes in the economic conditions of geographical regions where our customers
and their markets are located;
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e Shifts by integrated device manufacturers and customers between internal and
outsourced production;
e Inventory and supply chain management of our customers;

o The loss of a key customer, postponement of an order from a key customer or the
rescheduling or cancellation of large orders;

e The occurrence of accounts receivable write-offs, failure of a key customer to pay
accounts receivable in a timely manner or the financial condition of our
customers;

e The rescheduling or cancellation of planned capital expenditures;

e Our ability to satisfy our customers’ demand for quality and timely production;

e The timing and volume of orders relative to our available production capacity;

e Qur ability to obtain raw materials and equipment on a timely and cost-effective
basis;

e Price erosion in the industry;
e Environmental events or industrial accidents such as fire or explosions;
e  Our susceptibility to intellectual property rights disputes;

e Qur ability to maintain existing partners and to enter into new partnerships and
technology and supply alliances on mutually beneficial terms;

e Interest, price index and currency rate fluctuations that were not hedged;
e Technological changes and short product life cycles;
e Timing for the design and qualification of new products;

e Increase in the fair value of our bank loans, certain of our warrants and
debentures; and

e Changes in accounting rules affecting our results.

Due to the factors noted above and other risks discussed in this section, many of which are
beyond our control, investors should not rely on quarter-to-quarter comparisons to predict our
future performance. Unfavorable changes in any of the above factors may seriously harm our
Company, including our operating results, financial condition and ability to maintain our
operations.

Fluctuations in the market price of our traded securities may significantly affect our
reported GAAP non-cash financing expenses.

Under prevailing accounting standards, we are required, in certain circumstances, to mark
our liabilities, or an embedded feature that is part of a liability, to market, e.g. convertible
debentures, warrants and options. An increase or a fluctuation in such securities’ market price
or our share price may cause a significant increase or fluctuation in our reported GAAP non-
cash financing expenses, net which may harm our ability to accurately forecast our reported
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GAAP non-cash financing expenses, net, our reported net profit or loss and our reported earnings
or losses per share, and may cause our possible gross and operating profits to result in a net loss,
increase our net loss or reduce our net profits. This non-cash appreciation in our obligations and
financing expenses will either eventually be reversed or be converted into equity, or a combination
thereof.

The lack of a significant backlog resulting from our customers not placing purchase orders
far in advance makes it difficult for us to forecast our revenues in future periods.

Our customers generally do not place purchase orders far in advance, partly due to the
cyclical nature of the semiconductor industry. As a result, we do not typically operate with
any significant backlog. The lack of a significant backlog makes it difficult for us to forecast
our revenues in future periods. Moreover, since our expense levels are based in part on our
expectations of future revenues, we may be unable to adjust costs in a timely manner to
compensate for revenue shortfalls. We expect that, in the future, our revenues in any quarter
will continue to be substantially dependent upon purchase orders received in that quarter and
in the immediately preceding quarter. There is no assurance that any of our customers will
continue to place orders with us in the future at the same levels as in prior periods. If orders
received from our customers differ adversely from our expectations with respect to the
product, volume, price or other items, our operating results, financial condition and ability to
maintain our operations may be adversely affected.

We occasionally manufacture wafers based on forecasted demand, rather than actual
orders from customers. If our forecasted demand exceeds actual demand, we may have
obsolete inventory, which could have a negative impact on our results of operations.

We generally do not manufacture wafers unless we receive a customer purchase order. On
occasion, we may produce wafers in excess of customer orders based on forecasted customer
demand, because we may forecast future excess demand or because of future capacity
constraints. If we manufacture more wafers than are actually ordered by customers, we may
be left with excess inventory that may ultimately become obsolete and must be scrapped if it
cannot be sold. Significant amounts of obsolete inventory could have a negative impact on
our results of operations.

We have a history of operating losses. Our facilities must operate at high utilization rates in
order to reduce our losses.

We have operated at a loss for the last number of years. Because fixed costs represent a
substantial portion of the operating costs of semiconductor manufacturing operations, we
must operate our facilities at high utilization rates in order to reduce our losses. A significant
portion of our losses since 2003 have been due primarily to significant depreciation and
amortization expenses related mainly to Fab 2, as well as financing and operating expenses.
These costs and expenses have not been offset by a sufficient increase in the level of
revenues. If we do not operate our facilities consistently at high utilization rates, we will be
unable to achieve and maintain operating profits, which would adversely affect our business.
We cannot assure you that we will be profitable on a quarterly or annual basis in the future.

Our sales cycles are typically long, and orders received may not meet our expectations,
which may adversely affect our operating results.

Our sales cycles, which we measure from first contact with a customer to first shipment of
a product ordered by the customer, vary substantially and may last as long as two years or
more, particularly for new technologies. In addition, even after we make initial shipments of
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prototype products, it may take several more months to reach full production of the product.
As a result of these long sales cycles, we may be required to invest substantial time and incur
significant expenses in advance of the receipt of any product order and related revenue. If
orders ultimately received differ from our expectations with respect to the product, volume,
price or other items, our operating results, financial condition and ability to maintain our
operations may be adversely affected.

Demand for our foundry services is dependent on the demand in our customers’ end
markets. A decrease in demand for, or selling prices of, products that contain
semiconductors may decrease the demand for our services and products and reduce our
margins.

Our customers generally use the semiconductors produced in our fabs in a wide variety of
applications. We derive a significant percentage of our operating revenues from customers
who use our manufacturing services to make semiconductors for communication devices,
consumer electronics, PCs and other computers. Any significant decrease in the demand for
these devices or products may decrease the demand for our services and products. In addition,
if the average selling prices of communication devices, consumer electronics, PCs or other
computers decline significantly, we may be pressured to further reduce our selling prices,
which may reduce our revenues and may reduce our margins significantly. As demonstrated
by downturns in demand for high technology products in the past, market conditions can
change rapidly, without apparent warning or advance notice. In such instances, our customers
may experience inventory buildup and/or difficulties in selling their products and, in turn,
may reduce or cancel orders for wafers from us. The timing, severity and recovery of these
downturns cannot be predicted accurately or at all. When they occur, our business and
profitability may suffer.

In order for demand for our wafer fabrication services to increase, the markets for the end
products utilizing these services must develop and expand. For example, the success of our
imaging process technologies will depend, in part, on the growth of markets for certain image
sensor product applications. Because our services may be used in many new applications, it is
difficult to forecast demand. If demand is lower than expected, we may have excess capacity,
which may adversely affect our financial results. If demand is higher than expected, we may
be unable to fill all of the orders we receive, which may result in the loss of customers and
revenue.

The cyclical nature of the semiconductor industry and any resulting periodic overcapacity
may lead to erosion of sale prices, may make our business and operating results
particularly vulnerable to economic downturns, and may reduce our revenues, earnings
and margins.

The semiconductor industry has historically been highly cyclical and subject to significant
and often rapid increases and decreases in product demand. Traditionally, companies in the
semiconductor industry have expanded aggressively during periods of decreased demand in
order to have the capacity needed to meet expected demand in future upturns. If actual
demand does not increase or declines, or if companies in the industry expand too
aggressively, the industry may experience a period in which industry-wide capacity exceeds
demand. This could result in overcapacity and excess inventories, leading to rapid erosion of
average sale prices. The prices that we can charge our customers for our services are
significantly related to the overall worldwide supply of integrated circuits and semiconductor
products. The overall supply of semiconductor products is based in part on the capacity of
other companies, which is outside of our control. In periods of overcapacity, despite the fact
that we utilize niche technologies and manufacture specialty products. we may have to lower
the prices we charge our customers for our services which may reduce our margins and
weaken our financial condition and results of operations. We cannot give assurance that an
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increase in the demand for foundry services in the future will not lead to under-capacity,
which could result in the loss of customers and materially adversely affect our revenues,
earnings and margins. We expect these patterns to repeat in the future. The overcapacity and
downward price pressure characteristic of a prolonged downturn in the semiconductor market,
such as we experienced several times in the past, may not allow us to operate at a profit. This
may seriously harm our financial results and business if we are unable to take appropriate or
effective actions in a timely manner, such as reducing our costs to sufficiently offset declines
in demand for our services.

If Tower fails to comply with the terms of an agreement under which Tower has to provide
a turn-key solution for the upgrade of a fabrication facility, Tower’s financial condition
may be affected.

In 2009, Tower entered into a definitive agreement with an Asian entity for the provision
by Tower on a turn-key basis of various services and equipment required for the capacity
ramp-up and upgrade of the entity’s currently installed and commissioned eight inch
refurbished wafer fabrication facility. Under said agreement, Tower provides technical
consultation, know-how, training and turn-key manufacturing solutions, including arranging
for the required manufacturing and the transfer of certain equipment required for the fab
ramp-up and upgrade. The total agreement value is approximately $130 million of which
approximately $118 million was received as of December 31, 2012.

Payments are based on performance of milestones and delivery of the deliverables such as,
delivery of detailed working plans; design of clean room; delivery of process equipment;
training and integration; and performance of qualification tests and analyses. If we fail to
meet our obligations under this agreement we may face claims for liability or indemnification
which may have a material effect on our financial condition.

If we do not maintain our current customers and attract additional customers, our
business may be adversely affected.

Loss or cancellation of business from, or decreases in the sales volume or sales prices to,
our significant customers, or our failure to replace them with other customers, could seriously
harm our financial results, revenue and business. Since the sales cycle for our services
typically exceeds one year, if our customers order significantly fewer wafers than forecasted,
we will have excess capacity that we may not be able to fill within a short period of time,
resulting in lower utilization of our facilities. We may have to reduce prices in order to try to
sell more wafers in order to utilize the excess capacity. In addition to the revenue loss that
could result from unused capacity or lower sales prices, we may have difficulty adjusting our
costs to align with the lower revenue in a timely manner, which could harm our financial
results.

We are substantially dependent upon our relationships with certain customers, and the
termination or non-renewal of our agreements or other arrangements with these customers
may materially and negatively impact our financial position and financial results.

We have relationships with several customers that represent a material portion of our
revenues. During the year ended December 31, 2012, we had two customers who contributed
between 6% and 43% of our revenues. During the year ended December 31, 2011, we had
four customers who contributed between 5% to 32% of our revenues. In 2010, we had five
customers who contributed between 5% to 16% of our revenues. The loss of any one of these
customers, whether due to insolvency, their unwillingness or inability to perform their
obligations under their respective relationships with us, or if we are not able to renew on
commercially reasonable terms any of their respective arrangements with us, may materially
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and negatively impact our overall business and our consolidated financial position and
financial results.

If we do not develop and update our technology processes and services, we may lose
customers and may be unable to attract new ones.

The semiconductor market is characterized by rapid change, including the following:

o rapid technological developments;

e cvolving industry standards;

e changes in customer and product end user requirements;

e frequent new product introductions and enhancements; and

e short product life cycles with declining prices as products mature.

Our ability to maintain our current customer base and attract new customers is dependent in
part on our ability to continuously develop and introduce to production advanced specialized
manufacturing process technologies and purchase the appropriate equipment. If we are unable
to successfully develop and introduce these processes to production in a timely manner or at
all and if we are unable to purchase the appropriate equipment required for such processes,
we may be unable to maintain our current customer base and may be unable to attract new
customers.

The semiconductor foundry business is highly competitive; our competitors may have
competitive advantages over us and our results of operations may be adversely affected if
we do not successfully compete in the industry.

The semiconductor foundry industry is highly competitive. We compete with more than ten
independent dedicated foundries, the majority of which are located in Asia-Pacific, including
foundries based in Taiwan, China, Korea and Malaysia, and with over 20 integrated
semiconductor and end-product manufacturers that allocate a portion of their manufacturing
capacity to foundry operations. The foundries with which we compete benefit from their close
geographic proximity to companies involved in the design and manufacture of integrated
circuits.

As our competitors continue to expand their manufacturing capacity, there could be an
increase in specialty semiconductor capacity. As specialty capacity increases, there may be
more competition and pricing pressure on our services, which may result in underutilization
of our capacity, decrease of our profit margins, reduced earnings or increased losses.

In addition, some semiconductor companies have advanced their CMOS designs to 65
nanometer or smaller geometries. These smaller geometries may provide customers with
performance and integration features that may be comparable to, or exceed, features offered
by our specialty process technologies. They may also be more cost-effective at higher
production volumes for certain applications, such as when a large amount of digital content is
required in a mixed-signal semiconductor and less analog content is required. Our specialty
processes will therefore compete with these processes for customers and some of our potential
and existing customers could elect to design these advanced CMOS processes into their next
generation products. We are not currently capable, and do not currently plan to become
capable, of providing CMOS processes at these smaller geometries. If our potential or
existing customers choose to design their products using these advanced CMOS processes,
our business may be negatively impacted.

In addition, many of our competitors may have one or more of the following competitive
advantages over us:
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e greater manufacturing capacity;

e multiple and more advanced manufacturing facilities;

e more advanced technological capabilities;

e amore diverse and established customer base;

e greater financial, marketing, distribution and other resources;
e a better cost structure; and/or

e Dbetter operational performance in cycle time and yields.

If we do not compete effectively, our business and results of operations may be adversely
affected.

Furthermore, integrated device manufacturers continue to design and manufacture
integrated circuits in their own fabrication facilities. There is a possibility that in certain
periods or under certain circumstances such as low demand, they will choose to manufacture
their products in their facilities instead of manufacturing products at external foundries. If
our customers will choose to manufacture internally rather than manufacture at our facilities,
our business may be negatively impacted.

If we experience difficulty in achieving acceptable device yields, product performance and
delivery times as a result of manufacturing problems, our business could be seriously
harmed.

The process technology for the manufacture of semiconductor wafers is highly complex,
requires advanced and costly equipment and is constantly being modified in an effort to
improve device yields, product performance and delivery times. Microscopic impurities such
as dust and other contaminants, difficulties in the production process, defects in the key
materials and tools used to manufacture wafers and other factors can cause wafers to be
rejected or individual semiconductors on specific wafers to be non-functional. We may
experience difficulty achieving acceptable device yields, product performance and product
delivery times in the future as a result of manufacturing problems. Although we have been
enhancing our manufacturing capabilities and efficiency, from time to time we have
experienced production difficulties that have caused delivery delays and quality control
problems, as is common in the semiconductor industry. In the past we have encountered the
following problems:

o difficulties in upgrading or expanding existing facilities;

e unexpected breakdowns in our manufacturing equipment and/or related facility
systems;

o difficulties in changing or upgrading our process technologies;
e raw material shortages or impurities;

e delays in delivery or shortages of spare parts; and

o difficulties in maintenance of our equipment.

Should these problems repeat, we may suffer delays in delivery and performance. Any of
these problems could seriously harm our reputation, operating results and financial condition.
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If we are unable to purchase equipment and raw materials, we may not be able to
manufacture our products in a timely fashion, which may result in a loss of existing and
potential new customers.

To increase the production capability of our facilities and to maintain the quality of
production in our facilities, we must procure additional equipment. In periods of high market
demand, the lead times from order to delivery of manufacturing equipment could be as long
as 12 to 18 months. In addition, our manufacturing processes use many raw materials,
including silicon wafers, chemicals, gases and various metals, and require large amounts of
fresh water and electricity. Manufacturing equipment and raw materials generally are
available from several suppliers. In several instances, however, we purchase equipment and
raw materials from a single source. Shortages in supplies of manufacturing equipment and
raw materials could occur due to an interruption of supply or increased industry demand.
Any such shortages could result in production delays that may result in a loss of existing and
potential new customers which may have a material adverse effect on our business and
financial condition.

Our exposure to inflation and currency exchange and interest rate fluctuations may
increase our cost of operations

Of our revenues for the year ended December 31, 2012, 43% was in Japanese Yen (JPY)
and almost all of the rest of our revenues were in U.S. dollars (USD). Of our revenues for the
year ended December 31, 2011, 32% was in Japanese Yen (JPY) and almost all of the rest of
our revenues were in U.S. dollars (USD).  Our financing and investing activities and our
expenses and costs are denominated in USD, New Israeli Shekels (NIS), JPY and Euros. We
are, therefore, exposed to the risk of currency exchange rate fluctuations.

The dollar amount of our operations, which is denominated in NIS and JPY, is influenced
by the timing of any change in the rate of inflation in Israel and the extent to which such
change is not offset by the change in valuation of the NIS in relation to the US dollar and by
the changes in the exchange rate of the USD in relation to the JPY. Such dollar amount of
operations will increase also if the US dollar devalues against the NIS. Outstanding principal
and interest on some of Tower’s debentures is linked to the Israeli consumer price index (CPI)
and therefore, Tower’s dollar costs will increase if inflation in Israel exceeds the devaluation
of the NIS against the US dollar.

Tower, Jazz, and TJP’s borrowings under their respective credit facilities provide for
interest based on a floating LIBOR rate, thereby exposing us to interest rate fluctuations.
Furthermore, if Tower and/or Jazz and/or TJP's banks incur increased costs in financing the
applicable credit facility due to changes in law or the unavailability of foreign currency, they
may exercise their right to increase the interest rate on the credit facility or require Tower
and/or Jazz and/or TJP to bear such increased cost, as provided for in the respective credit
facility agreement.

Tower regularly engages in various hedging strategies to reduce its exposure to some, but
not all, of these risks and intends to continue to do so in the future. However, despite any such
hedging activity, Tower is likely to remain exposed to interest rate and exchange rate
fluctuations and inflation, which may increase the cost of its operating and financing
activities.

We depend on intellectual property rights of third parties and failure to maintain or acquire
licenses could harm our business.

We depend on third party intellectual property in order for us to provide certain foundry
services and design support to our customers. If problems or delays arise with respect to the
timely development, quality and provision of such intellectual property to us, the design and
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production of our customers’ products could be delayed, resulting in underutilization of our
capacity. If any of our intellectual property vendors goes out of business, liquidates, merges
with, or is acquired by, another company that discontinues the vendor’s previous line of
business, or if we fail to maintain or acquire licenses to such intellectual property for any
other reason, our business may be adversely affected. In addition, license fees and royalties
payable under these agreements may impact our margins and operating results.

Failure to comply with the intellectual property rights of third parties or to defend our
intellectual property rights could harm our business.

Our ability to compete successfully depends on our ability to operate without infringing on
the proprietary rights of others and defending our intellectual property rights. Because of the
complexity of the technologies used and the multitude of patents, copyrights and other
overlapping intellectual property rights, it is often difficult for semiconductor companies to
determine infringement. Therefore, the semiconductor industry is characterized by frequent
litigation regarding patent, trade secret and other intellectual property rights. We have been
subject to intellectual property claims from time to time, some of which have been resolved
through license agreements, the terms of which have not had a material effect on our business.

From time to time, we are a party to litigation matters incidental to the conduct of our
business. Because of the nature of the industry, we may continue to be a party to
infringement claims in the future. In the event any third party were to assert infringement
claims against us or our customers, we may have to consider alternatives including, but not
limited to:

e negotiating cross-license agreements;

e seeking to acquire licenses to the allegedly infringed patents, which may not be
available on commercially reasonable terms, if at all;

e discontinuing use of certain process technologies, architectures, or designs, which
could cause us to stop manufacturing certain integrated circuits if we are unable
to design around the allegedly infringed patents;

e litigating the matter in court and paying substantial monetary damages in the
event we lose; or

e seeking to develop non-infringing technologies, which may not be feasible.

Any one or several of these alternatives could place substantial financial and administrative
burdens on us and hinder our business. Litigation, which could result in substantial costs to
us and diversion of our resources, may also be necessary to enforce our patents or other
intellectual property rights or to defend us or our customers against claimed infringement of
the rights of others. If we fail to obtain certain licenses or if we will be involved litigation
relating to alleged patent infringement or other intellectual property matters, it could prevent
us from manufacturing particular products or applying particular technologies, which could
reduce our opportunities to generate revenues.

As of December 31, 2012, we held 185 patents in force in the United States and 45 patents
in force in foreign countries. We intend to continue to file patent applications when
appropriate. The process of seeking patent protection may take a long time and be expensive.
We cannot assure you that patents will be issued from pending or future applications or that,
if patents are issued, they will not be challenged, invalidated or circumvented or that the
rights granted under the patents will provide us with meaningful protection or any commercial
advantage. In addition, we cannot assure you that other countries in which we market our
services and products will protect our intellectual property rights to the same extent as the
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United States. Effective intellectual property enforcement may be unavailable or limited in
some countries. We cannot assure you that we will at all times enforce our patents or other
intellectual property rights and it may be difficult for us to protect our intellectual property
from misuse or infringement by other companies in certain countries. Further, we cannot
assure you that courts will uphold our intellectual property rights or enforce the contractual
arrangements that we have entered into to protect our proprietary technology, which could
reduce our opportunities to generate revenues. Our inability to enforce our intellectual
property rights in some countries may harm our business and results of operations.

We could be seriously harmed by failure to comply with environmental regulations.

Our business is subject to a variety of laws and governmental regulations in Israel, the U.S.
and Japan relating to the use, discharge and disposal of toxic or otherwise hazardous materials
used in Tower’s production processes in Israel, in Jazz’s production processes in California
and in TJP’s facility in Japan. If we fail to use, discharge or dispose of hazardous materials
appropriately, or if applicable environmental laws or regulations change in the future, we
could be subject to substantial liability or could be required to suspend or adversely modify
our manufacturing operations.

We are subject to the risk of loss due to fire because the materials we use in our
manufacturing processes are highly flammable.

We use highly flammable materials such as silane and hydrogen in our manufacturing
processes and are therefore subject to the risk of loss arising from fire. The risk of fire
associated with these materials cannot be completely eliminated. Although we maintain
insurance policies to reduce potential losses that may be caused by fire, including business
interruption insurance, our insurance coverage may not be sufficient to cover all of our
potential losses due to a fire. If any of our fabs were to be damaged or cease operations as a
result of a fire, and if our insurance proves to be inadequate, it may reduce our manufacturing
capacity and revenues. In addition, a power outage, even of very limited duration, caused by a
fire may result in a loss of wafers in production, deterioration in our fab yield and substantial
downtime to reset equipment before resuming production.

Possible product returns could harm our business.

Products manufactured by us may be returned within specified periods if they are defective
or otherwise fail to meet customers’ prior agreed upon specifications. Although product
returns have historically been less than 1% of revenues, future product returns in excess of
established provisions, if any, may have an adverse effect on our business and financial
condition.

We are subject to risks related to our international operations.

We have generated substantial revenue from customers located in Asia-Pacific and in
Europe. Because of our international operations, we are vulnerable to the following risks:

e we price our products primarily in US dollars; if the Euro, Yen or other
currencies weaken relative to the US dollar, our products may be relatively more
expensive in these regions, which could result in a decrease in our revenue;

e the burdens and costs of compliance with foreign government regulation, as well
as compliance with a variety of foreign laws;
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e general geopolitical risks such as political and economic instability, international
terrorism, potential hostilities and changes in diplomatic and trade relationships;

e natural disasters affecting the countries in which we conduct our business;

e imposition of regulatory requirements, tariffs, import and export restrictions and
other trade barriers and restrictions, including the timing and availability of
export licenses and permits;

e adverse tax rules and regulations;

e weak protection of our intellectual property rights;

e delays in product shipments due to local customs restrictions;

e laws and business practices favoring local companies;

e (difficulties in collecting accounts receivable; and

e difficulties and costs of staffing and managing foreign operations.

In addition, Israel, the United States, Japan and other foreign countries may implement
quotas, duties, taxes or other charges or restrictions upon the importation or exportation of our
products, leading to a reduction in sales and profitability in that country. The geographical
distance between Israel, the United States, Japan and the rest of Asia and Europe also creates
a number of logistical and communication challenges. We cannot assure you that we will be
able to sufficiently mitigate the risks related to our international operations.

Our business could suffer if we are unable to retain and recruit qualified personnel.

We depend on the continued services of our executive officers, senior managers and skilled
technical and other personnel. Our business could suffer if we lose the services of some of
these personnel and we cannot find and adequately integrate replacement personnel into our
operations in a timely manner. We seek to recruit highly qualified personnel and there is
intense competition for the services of these personnel in the semiconductor industry.
Competition for personnel may increase significantly in the future as new fabless
semiconductor companies as well as new semiconductor manufacturing facilities are
established. Our ability to retain existing personnel and attract new personnel is in part
dependent on the compensation packages we offer. As demand for qualified personnel
increases, we may be forced to increase the compensation levels and to adjust the cash, equity
and other components of compensation we offer our personnel.

Our business plan is premised on the increasing use of outsourced foundry services by both
fabless semiconductor companies and integrated device manufacturers for the production
of semiconductors using specialty process technologies. Our business may not be successful
if this trend does not continue to develop in the manner we expect.

We operate as an independent semiconductor foundry focused primarily on specialty
process technologies. Our business model assumes that demand for these processes within the
semiconductor industry will grow and follow the broader trend towards outsourcing foundry
operations. Although the use of foundries is established and growing for standard CMOS
processes, the use of outsourced foundry services for specialty process technologies is less
common and may never develop into a significant part of the semiconductor industry. If
fabless companies and vertically integrated device manufacturers opt not to, or determine that
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they cannot, reduce their costs or allocate resources and capital more efficiently by accessing
independent specialty foundry capacity, the manufacture of specialty process technologies
may not follow the trend of standard CMOS processes. If the broader trend to outsourced
foundry services does not prove applicable to the specialty process technologies that we are
focused on, our business, results of operations and cash flow may be harmed.

If we are unable to collaborate successfully with electronic design automation vendors and
third-party design service companies to meet our customers’ design needs, our business
could be harmed.

We have established relationships with electronic design automation vendors and third-
party design service companies. We work together with these vendors to develop complete
design kits that our customers can use to meet their design needs using our process
technologies. Our ability to meet our customers’ design needs successfully depends on the
availability and quality of the relevant services, tools and technologies provided by electronic
design automation vendors and design service providers, and on whether we, together with
these providers, are able to meet customers’ schedule and budget requirements. Difficulties or
delays in these areas may adversely affect our ability to meet our customers’ needs, and
thereby harm our business.

Failure to comply with existing or future governmental regulations could reduce our sales
or increase our manufacturing costs.

The semiconductors we produce and the export of technologies used in our manufacturing
processes may be subject to U.S., Israeli and/or Japanese export control and other regulations
as well as various standards established by authorities in other countries. Failure to comply
with existing or evolving U.S., Israeli, Japanese or other governmental regulation or to obtain
timely domestic or foreign regulatory approvals or certificates, could materially harm our
business by reducing our sales, requiring modifications to processes that we license to foreign
third parties, or requiring too extensive modifications to the products of our customers.
Neither we nor our customers may export products using or incorporating controlled
technology without obtaining an export license. Governmental restrictions may make foreign
competitors facing less stringent controls on their processes and their customers’ products
more competitive in the global market than us or our customers.

In the event that Jazz engages in a Special Security Agreement with the United States
Department of Defense, it may limit the synergies and other expected benefits of the merger
with Jazz.

In connection with Jazz’s aerospace and defense business, its facility security clearance and
trusted foundry status, we are working with the Defense Security Service of the United States
Department of Defense ("DSS") to develop an appropriate structure to mitigate any concern
of foreign ownership, control or influence over the operations of Jazz specifically relating to
protection of classified information and prevention of potential unauthorized access thereto.
In order to safeguard classified information, it is expected that the DSS will require adoption
of a Special Security Agreement ("SSA"). The SSA may include certain security related
restrictions, including restrictions on the composition of the board of directors, the separation
of certain employees and operations, as well as restrictions on disclosure of classified
information to Tower or TJP. The provisions contained in the SSA may also limit the
projected synergies and other benefits to be realized from the merger. There is no assurance
when, if at all, an SSA will be reached.
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If the integrated circuits we manufacture are integrated into defective products, we may be
subject to product liability or other claims which could damage our reputation and harm
our business.

Our customers integrate our custom integrated circuits into their products which they then
sell to end users. If these products are defective or malfunction, we may be subject to product
liability claims, as well as possible recalls, safety alerts or advisory notices relating to the
product. We cannot assure you that our insurance policies will be adequate to satisfy claims
that may be made against us. Also, we may be unable to obtain insurance in the future at
satisfactory rates, in adequate amounts, or at all. Product liability claims or product recalls in
the future, regardless of their ultimate outcome, may have a material adverse effect on our
business, reputation, financial condition and our ability to attract and retain customers.

A significant portion of Fab 3’s workforce is unionized, and its operations may be adversely
affected by work stoppages, strikes or other collective actions which may disrupt its
production and adversely affect the yield of its fab.

A significant portion of Fab 3’s employees at the Newport Beach, California fab are
represented by a union and covered by a collective bargaining agreement that is scheduled to
expire in March 2015. We cannot predict the effect that continued union representation or
future organizational activities will have on Fab 3’s business. We cannot assure you that Fab
3 will not experience a material work stoppage, strike or other collective action in the future,
which may disrupt its production and adversely affect its customer relations and operational
results.

The production yields and business of our fabs could be significantly harmed by natural
disasters, particularly earthquakes.

Fab 1 and Fab 2 are located in an area near the Syrian-African rift valley, which is known
to have seismic activity. Fab 3 is located in southern California, a region known for seismic
activity. Fab 4 is located in Japan, in a region that was not affected by the 2011 earthquake in
Japan but is generally susceptible to seismic activity. Due to the complex and delicate nature
of our manufacturing processes, our facilities are particularly sensitive to the effects of
vibrations associated with even minor earthquakes. Our business operations depend on our
ability to maintain and protect our facilities, computer systems and personnel. We cannot be
certain that precautions that any of our fabs have taken to seismically upgrade the fabs will be
adequate to protect our facilities in the event of a major earthquake, and any resulting damage
could seriously disrupt production and result in reduced revenues. During March 2011, an
earthquake off the eastern coast of Japan triggered a devastating tsunami tidal wave causing
vast damage. Although Fab 4 was unaffected, the effects of this tsunami continue to weigh on
the economy of Japan and it is difficult to predict the continued long-term impact of this
disaster. In addition, we have no insurance coverage which may compensate us for losses that
may be incurred as a result of earthquakes, and any such losses or damages incurred by us
may have a material adverse effect on our business.

Climate change may negatively affect our business.

There is increasing concern that climate change is occurring and may have dramatic effects
on human activity if no aggressive remediation steps are taken. Public expectations with
respect to reductions in greenhouse gas emissions may result in increased energy,
transportation and raw material costs.

Scientific examination of, political attention to and rules and regulations on, issues
surrounding the existence and extent of climate change may result in increased production
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costs due to increase in the prices of energy and introduction of energy or carbon tax. A
variety of regulatory developments have been introduced that focus on restricting or
managing emissions of carbon dioxide, methane and other greenhouse gases. Enterprises may
need to purchase new equipment at higher costs or raw materials with lower carbon
footprints. These developments and further legislation that is likely to be enacted may
adversely affect our operations. Changes in environmental regulations, such as those on the
use of per fluorinated compounds, may increase our production costs, which may adversely
affect our results of operation and financial condition.

In addition, more frequent droughts and floods, extreme weather conditions and rising sea
levels may occur due to climate change. For example, transportation suspension caused by
extreme weather conditions may harm the distribution of our products. We cannot predict the
economic impact, if any, of disasters or climate change.

Compliance with the US Conflict Minerals Law may affect our ability or the ability of our
suppliers to purchase raw materials at an effective cost.

Many industries rely on materials which are subject to regulation concerning certain
minerals sourced from the Democratic Republic of Congo ("DRC") or adjoining countries,
which include Sudan, Uganda, Rwanda, Burundi, United Republic of Tanzania, Zambia,
Angola, Congo, and Central African Republic. These minerals are commonly referred to as
conflict minerals. Conflict minerals which may be used in our industry or by our suppliers
include Columbite-tantalite (derivative of tantalum [Ta]), Cassiterite (derivative of tin [Sn]),
gold [Au], Wolframite (derivative of tungsten [W]), and Cobalt [Co]. In August 2012, the
SEC adopted annual disclosure and reporting requirements for companies that use conflict
minerals mined from the DRC and adjoining countries in their products. These new
requirements will require due diligence efforts in fiscal year 2013, with initial disclosure
requirements beginning in May 2014. There will be costs associated with complying with
these disclosure requirements, including for diligence to determine the sources of conflict
minerals used in our products and other potential changes to products, processes or sources of
supply as a consequence of such verification activities. Although we expect that we and our
vendors will be able to comply with the requirements, there is no assurance that we will be
able to gather all of the information required from our vendors. In addition, there is increasing
public sentiment that companies should avoid using conflict materials from the DRC and
adjoining countries. Although we believe our suppliers do not rely on such conflict materials,
there is no assurance that we will continue to be able to obtain adequate supplies of materials
needed for our production from supply chains outside the DRC and adjoining countries. A
failure to obtain necessary information or to maintain adequate supplies of materials from
supply chains outside the DRC and adjoining countries may delay our production, increasing
the risk of losing customers and business.

Risks relating to construction activities adjacent to Fab 3.

In 2010, the properties which Jazz leases for its fabrication facilities and headquarters were
sold to a real estate investment firm based in Irvine, California. In connection with the sale,
Jazz negotiated amendments to its operating leases that confirm its ability to remain in the
fabrication facilities through 2017 and to exercise options to extend that lease through 2027.
The new owner has expressed its intention to begin development of a portion of the property
adjacent to Fab 3, with the first phase of development of mixed use townhouses, midrise and
hi-rise condominiums potentially beginning in 2014 or thereafter. In the amendments to its
leases, Jazz secured various contractual safeguards designed to limit and mitigate any adverse
impact of construction activities on its fabrication operations. Although Jazz does not
anticipate a material adverse impact to its operations, it is possible that construction activities
adjacent to its fabrication facility may result in temporary reductions or interruptions in the



2671

supply of utilities to the property and that a portion or all of the fabrication facility may need
to be idled temporarily during development. If construction activities limit or interrupt the
supply of water, gas or electricity to Fab 3 or cause significant vibrations or other disruptions,
it may limit or delay Fab 3’s production, which may adversely affect its business and
operating results. In addition, an unplanned power outage caused by construction activities,
even of very limited duration, may result in a loss of wafers in production, deterioration of
our fab yield and substantial downtime to reset equipment before resuming production.

Risks relating to vacating headquarters building in Fab 3 and relocating personnel and
operations into the fabrication facility.

Under Jazz’s amended leases, the landlord has notified Jazz that it is exercising its right to
terminate the lease for Jazz’s headquarters building effective January 1, 2014, but not Jazz’s
fabrication facility. Although Jazz does not anticipate a material adverse impact to its
operations as a result of this move, it is possible that the process of relocating personnel
associated telephone and data lines as well as computer equipment could result in some
temporary disruptions to normal business operations, which could adversely affect our
business and operating results.

Risks Related to Our Securities

The repayment of Tower's outstanding debentures is subordinated to Tower's indebtedness
to its banks and obligations to secured creditors and Jazz’s repayment of its notes is
subordinated to Jazz's secured indebtedness to its banks.

The repayment of Tower's outstanding debentures is subordinated to (i) the prior payment
of approximately $131 million in the aggregate payable to the banks as of December 31, 2012
under Tower’s amended facility agreement and (ii) any obligations to the Investment Center
of the Israeli Ministry of Industry, Trade and Labor under the Investment Center’s “Approved
Enterprise” program in relation to Fab 2. Tower has not guaranteed any of Jazz's debt,
including Jazz's debt under its bank loan and Jazz's debt to its note holders. In addition,
repayment of Jazz's notes is subordinated to the prior payment of approximately $19 million
payable in regard to Jazz's secured bank loans as of December 31, 2012. As a result, upon any
distribution to Tower or Jazz’s creditors, as applicable, in liquidation or reorganization or
similar proceedings, these secured creditors will be entitled to be paid in full before any
payment may be made with respect to Tower or Jazz’s outstanding debentures or note
holders, as applicable. In any of these circumstances, Tower, or Jazz, as applicable, may not
have sufficient assets remaining to pay amounts due on any or all of their respective
debentures or notes then outstanding. In addition, neither Tower nor Jazz, as applicable, is
permitted under the terms of their respective facility agreements to make a payment on
account of their respective debentures or notes, as applicable, if on the date of such payment
an “Event of Default” exists under the applicable facility agreement.

Tower’s stock price may be volatile in the future.

The stock market, in general, has experienced extreme volatility that often has been
unrelated to the operating performance of particular companies. In particular, the stock prices
for many companies in the semiconductor industry have experienced wide fluctuations, which
have often been unrelated to the operating performance of such companies. These broad
market and industry fluctuations may adversely affect the market price of Tower’s ordinary
shares, regardless of Tower’s actual operating performance.

In addition, it is possible that Tower’s operating results may be below the expectations of
public market analysts and investors, in which case, the price of Tower’s securities may
underperform or fall.
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Market sales of large amounts of Tower’s shares or securities, or even the perception that
such sales may occur, may depress the market price of Tower’s share, impair our ability to
raise capital through the sale of Tower securities and limit our ability to find financing
sources to fund our long-term debt and other liabilities.

Market sales of large amounts of Tower’s shares or securities, or even the perception that
such sales may occur, may lower the price of Tower’s ordinary shares. Of Tower’s
approximately 22.3 million outstanding ordinary shares as of December 31, 2012,
approximately 19.5 million are held by non-affiliates and are freely tradable under US
securities laws. The balance is held by affiliates of Tower. Some of these shares are or may
be registered for resale and therefore are or could be freely tradable under US securities laws,
and the balance are eligible for sale subject to the volume and manner of sale limitations of
Rule 144 promulgated under the US Securities Act of 1933. In addition, as described below, a
substantial number of Tower ordinary shares are issuable under capital notes, options,
warrants and convertible debentures, primarily the bonds series F.

A conversion or exercise of a material portion of such convertible securities, or even the
perception that such a conversion or exercise may occur, may depress the market price of
Tower ordinary shares and may impair our ability to raise capital through the sale of Tower
securities.

Issuance of ordinary shares may dilute the percentage of current and future shareholders.

As of December 31, 2012, we had approximately 22.3 million ordinary shares outstanding.
We may issue additional ordinary shares that may result in dilution of the percentage of our
ordinary shares held by current and future shareholders. If certain convertible securities are
converted or exercised, we will be obligated to issue up to 55.9 million shares to our banks,
employees, CEQO, directors, bond holders, warrant holders and Israel Corp. In addition, we
may execute on additional financings in the future, which may involve the issuance of
additional ordinary shares or securities that are convertible into or exercisable for the
purchase of ordinary shares, which may materially dilute the holdings of our shareholders.

Any inability to comply with Section 404 of the Sarbanes—Oxley Act of 2002 regarding
internal control attestation may negatively impact the report on our financial statements to
be provided by our independent auditors, thereby potentially adversely affecting our
financial position.

We are subject to the reporting requirements of the United States Securities and Exchange
Commission ("SEC"). The SEC, as directed by Section 404(a) of the United States
Sarbanes—Oxley Act of 2002, adopted rules requiring public companies to include a
management report assessing the company’s effectiveness of internal control over financial
reporting and an attestation thereof by its auditors in its annual report. Our management
and/or our auditors may conclude that our internal controls over financial reporting are not
effective. Such a conclusion could result in a loss of investor confidence in the reliability of
our financial statements, which could negatively impact the market price of our shares and
our ability to access the capital markets.
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Risks Related to Our Operationsin Israel
Instability in Israel may harm our business.

Fab 1 and Fab 2 manufacturing facilities and certain of its corporate and sales offices are
located in Israel. Accordingly, political, economic and military conditions in Israel may
directly affect our business.

Since the establishment of the State of Israel in 1948, a number of armed conflicts have
taken place between Israel and its Arab neighbors. In addition, Israel and companies doing
business with Israel have, in the past, been the subject of an economic boycott. Although
Israel has entered into various agreements with Egypt, Jordan and the Palestinian Authority,
Israel has been and is subject to terrorist activity, with varying levels of severity. Parties with
whom we do business have sometimes declined to travel to Israel during periods of
heightened unrest or tension, forcing us to make alternative arrangements where necessary. In
addition, the political and security situation in Israel may result in parties with whom we have
agreements claiming that they are not obligated to perform their commitments under those
agreements pursuant to force majeure provisions. We can give no assurance that security and
political conditions will not adversely impact our business in the future. Any hostilities
involving Israel or the interruption or curtailment of trade between Israel and its present
trading partners could adversely affect our operations and make it more difficult for us to
raise capital. Furthermore, Fab 1 and Fab 2 manufacturing facilities are located exclusively in
Israel. We could experience serious disruption to our manufacturing in Israel if acts
associated with this conflict result in any serious damage to said manufacturing facilities. In
addition, our business interruption insurance may not adequately compensate us for losses
that may incur, and any losses or damages incurred by us could have a material adverse effect
on our business.

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

In the event of severe unrest or other conflict, Israeli personnel could be required to serve in
the military for extended periods of time. In response to increases in terrorist activity, there
have been periods of significant call-ups of Israeli military reservists, and it is possible that
there will be additional call-ups in the future. Many male Israeli citizens, including most of
Tower's male employees under the age of 40, are subject to compulsory military reserve
service and may be called to active duty under emergency circumstances. Our operations in
Israel could be disrupted by the absence for a significant period of time of one or more of our
key employees or a significant number of our other employees due to military service. Such
disruption could harm our operations.

If the exemption allowing us to operate our Israeli manufacturing facilities seven days a
week is not renewed, our business will be adversely affected.

We operate our Israeli manufacturing facilities seven days a week pursuant to an exemption
from the law that requires businesses in Israel to be closed from sundown on Friday through
sundown on Saturday. This exemption expires by its terms on December 31, 2014. If the
exemption is not renewed in the future and we are forced to close either or both of the Israeli
facilities for this period each week, our financial results and business will be harmed.

It may be difficult to enforce a US judgment against us, our officers, directors and advisors
or to assert US securities law claims in Israel.
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Tower is incorporated in Israel. Most of Tower’s executive officers and directors and our
Israeli accountants and attorneys are nonresidents of the United States, and a majority of
Tower’s assets (excluding its foreign subsidiaries and their assets) and the assets of these
persons are located outside the United States. Therefore, it may be difficult to enforce a
judgment obtained in the United States, against Tower or any of these persons, in US or
Israeli courts based on the civil liability provisions of the US federal securities laws, except to
the extent that such judgment could be enforced in the U.S. against Tower’s U.S. subsidiaries.
Additionally, it may be difficult to enforce civil liabilities under US federal securities laws
claimed in original actions instituted in Israel.

4.8 Material Changes

No other material changes have occurred since December 31, 2011 that are not included in
our annual report on Form 20-F for the year ended December 31, 2011, or in a report on Form
6-K filed between the date we filed our annual report and the date of this prospectus, all of
which are incorporated herein by reference.

4.9 Capitalization and I ndebtedness

The following table sets forth our long-term debt, debentures and capitalization as of
December 31, 2012 on an actual basis.

Actual
(USdollarsin
thousands)
Bank loans (including current maturities) .... 139,092
Debentures (including current maturities) .... 199,785
Long-term customers’ advances ................... 7,407
Other long-term-
liabilities. ...oovvvi i 128,935
Shareholders’ equity:
Ordinary Shares, NIS 15.00 par value per
share; 120,000,000 authorized shares,
22,398,180 issued shares* and 22,311,513
outstanding Shares...........cccoceeevveereecreenieennen. 87,280
Additional paid-in capital............cceeevverrurennnn 937,814
Capital NOLES......eevceveerrieeiieeieeeee e 305,262
Cumulative stock based compensation ......... 42,826
Accumulated other comprehensive loss........ 1,893
Foreign currency translation adjustments (5,368)
Accumulated deficit.........ccceevvieiieecciieiiieen (1,140,610)
Treasury stock, 86,667 shares............ccccveneen. (9.072)
Total shareholders’ equity..........cceeevvreennnn 220,025
Total capitalization...........c.cceveeerveercreeennneennn 814,640

* Includes 86,667 treasury shares.
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The information set forth on an actual basis in the foregoing table excludes the following
securities as of December 31, 2012:

(1)

(ii)

(iii)

(iv)

™)

(vi)

(vii)

(viii)

(ix)

)

approximately 1.8 million ordinary shares issuable upon exercise of
options granted to employees and directors at a weighted average exercise
price of approximately $18;

approximately 1.8 million ordinary shares issuable upon exercise of
options granted to our Chief Executive Officer at a weighted average
exercise price of $17.28;

approximately 0.8 million ordinary shares issuable upon exercise of
options granted to our Chairman of the Board at an exercise price of
$4.35;

approximately 0.2 million ordinary shares issuable upon exercise of
warrants issued to our banks with an exercise price of $30.6 per share
exercisable until December 2015;

approximately 0.1 million ordinary shares issuable upon exercise of
warrants issued to our banks in connection with our credit facility with an
exercise price of $92.55 per share exercisable until December 2015;

approximately 0.1 million ordinary shares issuable upon exercise of
warrants issued to our banks in connection with our credit facility with an
exercise price of $11.78 per share exercisable until December 2015;

approximately 6.4 million ordinary shares issuable upon conversion of the
equity equivalent convertible capital notes we issued to Bank Leumi,
approximately 5.7 million shares issuable upon conversion of such notes
issued to Bank Hapoalim and approximately 13.7 million shares issuable
upon conversion of such notes issued to Israel Corp.;

approximately 1.7 million ordinary shares issuable upon exercise of
warrants series J, with an exercise price of $25.5 per share and exercisable
until June 2015.

approximately 22 million ordinary shares issuable upon conversion of our
convertible debentures Series F, 50% until December 2015 and 50% until
December 2016 at a conversion rate of NIS 38.21

approximately 1.8 million ordinary shares issuable upon exercise of Series
7 Warrant during the two year period which starts on March 2014. The
Series 7 Warrants will be exercisable into our ordinary shares during the
period set forth above at an exercise price to be based on our share price in
TASE prior to March 2014, however not more than NIS 63.75 and not less
than NIS 30.0

This information does not take into account potential dilutive issuances of securities pursuant
to our credit facility agreement according to which securities are issuable to our banks since
the number of securities issuable will depend upon future market price of our shares and/or

other conditions.

410 Useof Proceeds

The net proceeds from any offering, after deduction of the arranger's fee and other expenses
and commissions of the offering, will be published in the supplemental shelf offering reports
which will offer securities pursuant to this prospectus.
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Unless we state otherwise in a supplemental shelf offering report, we may use the net
proceeds from the sale of securities under this prospectus for general corporate purposes as
well as repayment of our indebtedness, subject to the terms of our facility agreement with our
banks. From time to time, we may evaluate the possibility of acquiring businesses, products,
equipment and technologies, and we may use a portion of the proceeds as consideration for
these purposes.

4.11 Expensesof the Offering

The aggregate amount that we will pay for arrangement fees in connection with the filing of
this prospectus is detailed on the cover page of this prospectus and our other commissions and
expenses will be published in the supplemental shelf offering reports.

412  Incorporation of Certain Information by Reference

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

. Annual report on Form 20-F for the year ended December 31, 2011,
filed on April 30, 2012;

. Report on Form 6-K dated May 9, 2012;

. Report on Form 6-K dated June 12, 2012;

. Report on Form 6-K dated July 11, 2012;

. Report on Form 6-K dated August 2, 2012;

. Report on Form 6-K dated August 10, 2012;

. Report on Form 6-K dated September 7, 2012;

. Report on Form 6-K dated September 19, 2012;

. Report on Form 6-K dated October 23, 2012;

. Report on Form 6-K dated November 6, 2012;

. Any report on Form 6-K, or parts thereof, filed or furnished after the date of this

prospectus, which states that it, or any part thereof, is being incorporated by reference in
our registration statements; and
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. The description of Tower’s ordinary shares which is contained in its Registration
Statement on Form 8-A declared effective on October 25, 1994.

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:

Tower Semiconductor Ltd.
P.O. Box 619
Migdal Haemek, Israel, 23105
Tel: 972-4-650-6611
Fax:
Attention: Investor Relations

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

413 WhereYou Can Find More Information

Tower’s ordinary shares are listed on the NASDAQ Global Market and Tower is subject to
the reporting requirements of the Exchange Act that are applicable to a foreign private issuer.
In accordance with the Exchange Act, Tower files reports with the SEC, including its annual
report on Form 20-F and its interim financial information on Form 6-K on a quarterly basis.
Tower also furnishes certain other material information to the SEC on Form 6-K. You may
read and copy documents Tower has filed at the Securities and Exchange Commission,
including any exhibits and schedules, at the Securities and Exchange Commission’s public
reference room at 100 F Street N.E., Washington, D.C. 20549. You may call the Securities
and Exchange Commission at 1-800-SEC-0330 for further information on this public
reference room.

As a foreign private issuer, all documents which were filed after November 4, 2002 on the
Securities and Exchange Commission’s EDGAR system are available for retrieval on the
Securities and Exchange Commission’s website at http://www.sec.gov. These Securities and
Exchange Commission filings are also available to the public on the Israel Securities
Authority’s Magna website at http://www.magna.isa.gov.il and from commercial document
retrieval services. Tower also generally makes available on its web site
(http://www.towerjazz.com) its quarterly and year-end financial statements as well as other
information. The information available on Tower’s website is not a part of this prospectus.

Tower’s ordinary shares are also listed on the Tel Aviv Stock Exchange. Tower files reports
in Israel pursuant to the rules of the Israeli Securities Law for companies that are listed both
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on the TASE and the NASDAQ. These reports, and any additional Hebrew language reports
that Tower may file, are available for public view on the website of the Israel Securities
Authority at http://www.magna.isa.gov.il. We undertake no obligation to the holders of the
securities being offered by this prospectus to publish any reports that are not required by
applicable law.

414 Legal Matters

Certain legal matters with respect to this offering are being passed upon for us by Yigal
Arnon & Co., our Israeli counsel.

415 Experts

The financial statements, incorporated in this prospectus by reference from Tower’s Annual
Report on Form 20-F and the effectiveness of Tower’s internal control over financial
reporting have been audited by Brightman Almagor Zohar & Co., a member of Deloitte
Touche Tohmatsu, an independent registered public accounting firm, as stated in its reports,
which are incorporated herein by reference. Such financial statements have been incorporated
in reliance on the reports of such firm, given upon its authority as an expert in accounting and
auditing.
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Rights Attached to the Shar es of the Company

Below are excerpts of provisions of the Articles of Association of the Company, in
accordance with the provisions as numbered in the Articles. You may view the full,
valid and binding Articles of the Association of the Company on the United States
Securities and Exchange Comission’s website at www.sec.gov. The following is a
summary and does not replace the full, valid and vinding version of the Company's
Articles of Association.

The Shar es

12. Subject to article 13 hereinafter, each ordinary share in the Company’s capital
shall have the right to dividend, bonus shares and to participate in a distribution
of the Company’s surplus assets on winding up, pro rata to the nominal value of
each share, without having regard to any premium paid thereon, and all subject
to the provisions hereof.

13. Each of the ordinary shares shall vest the holder thereof with the right to
participate in the Company’ s general meeting and to one vote thereat.

14. 14.1 1411 A shareholder in the Company is a person who is
registered as a shareholder in the shareholders' register, a
person in whose favor a share is registered with a stock
exchange member, where such share is included amongst
the shares recorded in the Company’s shareholders
register in the name of anominees company.

14.1.2 A shareholder who is a trustee shall be recorded in the
shareholders' register, whilst noting his trusteeship, and he
shall be deemed a shareholder for the purposes of the
Companies Law. Without derogating from the aforesaid,
the Company shall recognize a trustee, as a shareholder,
for al intents and purposes, and shall not recognize any
other person, including the beneficiary, as holding any
right in the share.

14.2  Without derogating from the aforesaid and subject to the provisions
hereof, save for the Company’s shareholders, as mentioned in article
14.1 above, no person shall be recognized by the Company as holding
any right to a share and the Company shall not be bound by and shall
not recognize any equitable benefit, fiduciary relationship, contingent,
future or partial, interest in any share or any benefit in a fraction of a
share or any other interest in respect of a share, save for theright of a
shareholder as mentioned in article 14.1 above in ashare in its entirety,
unless a competent court otherwise directs.



Transfer and Transmission of Shares

22.  Any share transfer recorded in the shareholders register in the name of a
registered shareholder, including a transfer by or to the nominees company, shall be
effected in writing, as provided in article 23 below, provided that the transfer
instrument is signed by hand alone, by the transferor and the transferee, or on their
behalf, and sent to the registered office or any other place determined by the board of
directors for such purpose. Subject to the provisions of the Companies Law, a share
transfer shall not be recorded in the shareholders’ register until a transfer instrument
has been sent to the Company as provided above; the transferor shall continue to be
deemed the holder of the transferred shares until the transferee’s name is recorded in
the shareholders’ register as the holder of the transferred shares.

23. A sharetransfer instrument shall be drawn up in writing, in the following form
or in aform as similar thereto as possible, or in another form approved by the board of
directors:

“I of , ID NO. (hereinafter
referred to as “the transferor”) transfer to Mr. , ID NO. of
(hereinafter referred to as “the transferee”), in consideration for NIS

which he has paid me, the shares of class of NIS n.v. each which

are marked with the numbers to (inclusive) of

Ltd. and they shall be held by the transferee pursuant to the same terms
on which | held them at the time of signing thisinstrument, and |, the transferee, agree
to accept the aforementioned shares on these terms.

Aswitness our hands this day of

The Transferor’s Signature The Transferee' s Signature

Witness to Transferor’s Signature  Witnessto Transferee’ s Signature”

24, The Company may close the shareholders’ register for a period of time
determined by the board of directors, provided that it does not exceed, in total, 30
days in any year. Share transfers shall not be recorded in the register whilst it is
closed.

25.  Subject to the provisions of these articles or the issue terms of shares of any
class, the share may be transferred without the need for the board of directors
approval.

26. Every transfer instrument shall be submitted to the office or any other place
determined by the board of directors for registration, together with the share
certificates in respect of the shares to be transferred and any other proof required by
the board of directors regarding the transferor’s proprietary right to transfer the
shares. Transfer instruments that are registered shall be kept by the Company but any



transfer instrument which the board of directors refuses to register shall be returned to
the person who submitted it, on his request.

27. If the board of directors refuses to approve a share transfer, as stated in article
26, it shal notify the transferor thereof no later than one month from the transfer
instrument’ s receipt.

28. A transfer shall only relate to one class of shares, unless the board of directors
otherwise determines.

29. The Company shal be entitled to collect payment for the transfer's
registration, in the amount determined by the board of directors, from time to time,
which shall be reasonable having regard the circumstances of the case.

30. Subject to the provisions of the Companies Law and these articles, if it is
proved to the Company to the board of directors satisfaction and in ways determined
by it that the legal conditions for the transmission of the right to shares recorded in the
register have been fulfilled, the Company shall recognize the transmitee, and him
alone, as holding the right to the said shares,

31. 311 Subject to the provisions of these articles, the Company shall ater the
registration of title to shares in the shareholders' register if the Company is given a
court order to amend the register or if it is proved to the Company, to the board of
directors satisfaction and in the manner determined by it, that the legal conditions for
transmission of the right to the shares have been fulfilled, and the Company shall not
recognize any right of a person in shares before his right has been proved as
aforesaid.

31.2 Without derogating from the aforesaid, the board of directors may refuse to
effect registration or delay it, as it might have done had the registered holder of the
share transferred the share himself prior to the right’ s transmission.

32.  Subject to the provisions of the Companies Law and these articles, a person
becoming entitled to a share as provided in article 30 above shall be entitled to
dividends and other rights in respect of the share as though he were the registered
holder of the share, even if he has not yet been recorded as such; however, prior to
being recorded in the shareholders register in respect of the share, he shall not be
entitled by virtue of the share to benefit from any right of a shareholder with regard to
the Company’ s meetings.

33. Notwithstanding the aforesaid, the board of directors may, at any time, make
demand of the person entitled to a share as mentioned in articles 30 or 31 above to
himself be registered in the register or to transfer the share to another. If the said
demand is not complied with within 60 days of being sent, the board of directors may
withhold dividends or other rights in respect of the share, until the demand is
complied with. If a demand is made as aforesaid, such shall be deemed the board of
directors approval to register the person entitled to the share as the holder thereof in
the Company's shareholders' register; however, the directors shal retain their right to
refuse to approve the share's transfer to another in accordance with the provisions of
article 31.2 above.



34.  The Company may destroy share transfer instruments after seven years have
elapsed from the registration; the Company may also destroy share certificates which
have been cancelled, after seven years have elapsed from the cancellation thereof, and
there shall be a prima facie presumption that al the transfer instruments and
certificates destroyed as aforesaid were fully valid and that the transfers, cancellations
and registrations, as the case may be, were duly effected.

35. The board of directors may recognize a waiver of a share allotment by the
alotteein favor of another, on such terms asit determines.

Alterationsto Capital

36. The Company may, in a resolution passed at the general meeting by an
ordinary majority, increase the Company’ s authorized share capital, in such classes of
shares, asit determines.

37.  Subject to the provisions of the Companies Law, the Company may, in a
resolution passed at the general meeting by an ordinary majority:

37.1 consolidate all or any of its shares and divide them into shares of a
nominal value greater than the nominal value of its existing shares;

37.2 sub-divide al or any of its shares into shares of a nominal value
smaller than the nominal value of its existing shares,

37.3 reduce the Company’s capital.

For the purpose of implementing any resolution as aforesaid, the board of
directors may settle any difficulty arising in such regard in its discretion.

38.  Without derogating from the generality of the board of directors authority, as
mentioned above, if shareholders are left with fractions of a share as a result of a
consolidation or sub-division as aforesaid, the board of directors may, in its
discretion, act as follows:

38.1 alot each shareholder who has been left with afraction of ashare, asa
result of the consolidation or sub-division, shares of the class of shares
which would have existed in the Company’s capital prior to the
consolidation or sub-division, in such number consolidation of which
with the fraction would create one whole share, and an allotment as
aforesaid shall be deemed to take effect just before the consolidation or
sub-division, as the case may be;

38.2 determine the manner of paying the amounts payable for the shares
allotted as provided in article 38.1 above, including the manner of
paying the amounts on account of bonus shares,



38.3 determine that the holders of fractions of shares shall not be entitled to
receive awhole share in respect of afraction of a share;

38.4 determine that shareholders shall be entitled to receive awhole share in
respect of afraction of awhole share of a certain nominal value or less
and shall be entitled to receive a whole share in respect of afraction of
a whole share whose nomina value is greater than the said nominal
value;

38.5 determine that fractions of shares that do not entitle the holders thereof
to a consolidated share shall be sold by the Company and the sale
proceeds shall be paid to the entitles, on the terms and in the manner
specified in the resolution.

39. The Company may, in a resolution passed at the general meeting by an
ordinary majority, cancel authorized share capital not yet allotted, provided that the
Company has not undertaken, including conditionally, to allot the shares.

Alteration of Rights

40. At any time the share capital is divided into various classes, the Company
may, in a resolution passed at the general meeting by an ordinary majority, convert,
expand, add to, reduce or otherwise alter the rights attached to a particular class of
shares, provided that the written agreement of all the holders of the shares of such
classisreceived or that the resolution is approved in a general meeting of the holders
of the shares of such class by an ordinary majority or, where the issue terms of a
particular class of the Company’s shares otherwise provide, as provided in the issue
terms of such class.

41.  The provisions herein regarding general meetings shall apply mutatis mutadis
to any class meeting, provided that a quorum at a class meeting shall be constituted in
the presence at the time the meeting proceeds to business, in person or by proxy, of at
least two shareholders holding at least fifty one percent of the issued shares of such
class; if no quorum is constituted as aforesaid, the class meeting shall be adjourned to
another time and at the adjourned meeting a quorum shall be constituted in the
presence of any number of participants, regardiess of the number of shares held by
them.

42.  Therights vested in the shareholders or the holders of a class of shares issued
with ordinary, preferred or other specia rights shall not be deemed to have been
converted, reduced, impaired or otherwise atered by the creation or issue of
additional shares of any class, whether ranking equally with them or of a preferred or
different rank, and shall not be deemed to have been converted, reduced impaired or
otherwise altered by the alteration of the rights attached to shares of any other class,
unless expressly otherwise provided in the issue terms of such shares.



The lssue of Shares and Other Securities

43.  The board of directors may issue shares and other securities convertible or
exercisable into shares, up to the limit of the Company’s authorized share capital; in
such regard, convertible securities which are convertible or exercisable into shares
shall be deemed to have been converted or exercised on the issue date. Without
derogating from the generality of the aforesaid, the board of directors may issue the
shares and other securities, as aforesaid, grant options for the purchase thereof or vest
them in another manner, to such persons as determined by it, and at the times and
prices and on the terms determined by it, and it may make any other provision in
connection therewith, including provisions regarding the manner of distributing the
shares and securities issued by the Company amongst the purchasers thereof,
including in the case of over-subscription, in the board of directors' discretion.

44,  Without derogating from the generality of the aforesaid, and subject to the
provisions of the Companies Law and these articles, the board of directors may
determine that the consideration for the shares shall be paid in cash or by way of
assets in specie, including by way of securities or in any other manner, in its
discretion, or that the shares shall be allotted as bonus shares or that the shares shall
be allotted for a consideration equal to or higher then their nominal value, in units or
in series, on the terms and at the times determined by the board of directors, in its
discretion.

45.  The Company shall not be required to offer any new shares to any existing
shareholders of any class.

46.  The board of directors may resolve to pay commission underwriting fees to
any person at the time of subscribing or agreeing to subscribe or procuring
subscriptions or assuring subscriptions for shares or debentures or other securities of
the Company. The board of directors may resolve that brokerage fees shall be paid on
an issue of securities of the Company, in cash, in shares of the Company or in other
securities issued by the Company, or in any other way, or partly in one way and partly
in another, and all subject to the provisions of any law.

Redeemable Securities

47.  Subject to the provisions of the Companies Law, the Company may issue
redeemable securities on the terms and in the manner determined by the board of
directors, inits discretion.

Registers

48. 48.1 The Company shall keep a shareholders register and shall record
therein the names of the shareholders and other details required pursuant to the
Companies Law, shortly after the allotment of any shares in the Company. Subject to
the provisions of the law, upon registration in the register, a registered shareholder
shall be deemed to the owner of the shares recorded on his name, even if no share
certificate has been issued in respect of these shares.



48.2 The Company shall keep a material shareholders’ register, as required by the
Companies Law.

48.3 The Company may keep an additional shareholders’ register outside Israel in
accordance with the provisions of the Companies Law.

484 The Company shall keep aregister of the holders of debentures and securities
convertible into shares of the Company, regarding the registration in the register,
issuance of certificates, exchange of certificates, transfer and transmission, mutatis
mutandis, subject to the terms of allotment of the securities.

General Meetings

49. The Company’s resolutions on the following matters shall be passed at the
general meeting by an ordinary majority:

49.1

49.2
if

49.3

49.4

49.5

49.6

49.7

49.8

amendments to the Company’ s articles or memorandum of association;
the exercise of the board of directors powers by the general meeting,
the board of directors is unable to exercise its powers and the exercise
of any of its powers is essential for the Company’s proper

management, as provided in section 52(a) of the Companies Law;

the appointment of the Company’s auditors and the termination of its
employment;

the appointment and dismissal of the Company’s directors;

approval of acts and transactions requiring the general meeting’s
approval pursuant to the provisions of sections 255 and 268 to 275 of
the Companies Law;

an increase and reduction in the authorized share capital in accordance
with the provisions of sections 286 and 287 of the Companies Law and
alterations to capital as mentioned in article 42 above;

amerger as mentioned in section 320 (a) of the Companies Law;

any resolution which, pursuant to these articles, must be passed by the
general meeting.

50. The Company shall hold an annual general meeting each year by no later than
the end of 15 months from the last annual meeting, at the time and place
determined by the board of directors.

51. Theagendaat the annual general meeting shall include the following matters:

511

adiscussion on the Company’s financial statements and the board of
directors’ report on the state of the Company’s affairs, whichis



52.

53.

submitted to the general meeting;

51.2  the appointment of directors and the determination of
their employment terms;

51.3  theappointment of an auditor;

51.4  the board of directors report on the auditor’'s remuneration for the
audit and for other services, if any;

515 in addition to the aforesaid, any other matter specified on the agenda
may be included on the annual meeting’s agenda, as provided in article
54 below.

A general meeting as aforesaid shall be called “annual meeting” and any other
general meeting shall be called a* special meeting”.

The Company’s board of directors shall convene a special meeting, pursuant to
its resolution, and on the requisition of any of the following:

52.1 two directors;

52.2 one or more shareholders holding at least 5% of the
Company’s issued share capital and 1% of the voting
rights in the Company, or one or more shareholders
holding at least 5% of the voting rightsin the Company.

If the board of directors is requisitioned to convene a special meeting, as
mentioned above, it shal do so within 21 days of the requisition being
submitted, at the time determined in the notice of the specia meeting, as
provided in article 55 below, provided that the meeting shall not be held later
than 35 days from the notice's publication, and al subject to the provisions of
the Companies Law.

If the board of directors does not convene a specia meeting pursuant to a
requisition as provided in article 52 above, the person(s) requisitioning the
meeting may convene the meeting themselves, provided that such meeting shall
not be held after three months have elapsed from the date the requisition was
submitted as aforesaid, and it shall be convened, insofar as possible, in the same
manner in which special meetings are convened by the board directors.

541  The agenda at a general meeting shall be determined by the board of
directors and it shall also include the matters for which a specia
meeting is requisitioned pursuant to article 52 above and a matter
requested as provided in article 54.2 below.

54.2  One or more shareholders holding at least 1% of the voting rights at
the general meeting may request that the board of directors include a
matter on the agenda of a general meeting, provided that the matter is
suitable for discussion at a general meeting.



55.

56.

57.

58.

59.

54.3 A request as mentioned in article 54.2 above shall be submitted to the
Company in writing before notice is given of the general meeting and
shall include the form of the resolution proposed by the shareholder.

55.1  Not less than twenty-one (21) days prior notice shall be given of every
general meeting.

55.2 The accidental omission to give notice of a meeting to any
shareholder, or the non-receipt of notice sent to such shareholder, shall
not invalidate the proceedings at such meeting.

56.1 Notice of a general meeting shall include the place, date and time at
which the meeting will convene and shall include the agenda, a
summary of the proposed resolutions, the record date, as stated in
Section 182 of the Companies Law and any other details required
pursuant to the Law.

56.2 In its resolution to convene a meeting, the board of directors may
determine the manner of detailing the matters on the meeting’s agenda,
which shall be sent to the shareholders entitled to participate in the
meeting, in the board of directors discretion and subject to the
provisions of the Companies Law.

56.3  Without derogating from the board of directors powers as mentioned in
this article 56.2 above and without derogating from the generality of the
provisions of these articles regarding the delegation of powers by the
board of directors, the board of directors may delegate its powers as
mentioned in this article 56.2 above to a board of directors committee
or to an officer of the Company, for the purpose of a particular genera
meeting or for a particular period.

A defect in good faith in convening the general meeting or in the conduct
thereof, including a defect deriving from non-compliance with a provision or
condition laid down in the Law or these articles, including with regard to the
manner of convening or conducting the general meeting, shall not invalidate any
resolution passed at the genera meeting and shall not impair discussions held
thereat, subject to the provisions of any law.

The board of directors may ater the place and date of a genera meeting,
provided that such alteration does not contradict the provisions of these articles
regarding the minimum periods of time which must elapse between the date of
the notice and the date of the general meeting, and provided that the notice of
such ateration is given in the same manner in which notice of the genera
meeting whose place or date is being altered was given.

No discussion may be commenced at the general meeting unless a quorum is
present at the time of the meeting proceeds to business. A quorum shall be
constituted in the presence, in person or by proxy, of two or more shareholders



60.

61.

62.

63.

64.
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holding at least 33% of the voting rights, within half an hour of the time fixed
for the meeting’ s commencement, unless the articles otherwise provide.

If aquorum is not present at the general meeting within half an hour of the time
fixed for the meeting’s commencement, the meeting shall be adjourned for one
week, to the same day, time and place, without it being necessary to notify the
shareholders thereof, and if a quorum is not present, as aforesaid, a the
adjourned meeting within half an hour of the time fixed for the commencement
thereof, the persons present shall constitute a quorum.

Notwithstanding the provisions of article 60 above, if the general meeting is
convened pursuant to a requisition by shareholders as mentioned in article 52.2
above, the adjourned meeting shall only be held if attended by shareholders in
the number required for the purpose of convening the meeting as provided in
article 56.2 above.

The chairman of the board of directors or any other person appointed for such
purpose by the board of directors shall chair any genera meeting of the
Company. If there is no such chairman, or if he is not present at any meeting
within 15 minutes of the time fixed for the meeting’'s commencement or he
refuses to chair the meeting, the directors present may, by a majority, elect a
chairman from amongst them, and if they do not do so then the shareholders
present, themselves or by proxy, shall elect one of the directors present to chair
the meeting. If no director is present or if all the directors refuse to chair the
meeting, they shall elect one of the shareholders or his proxy to chair the
meeting.

The Company shall keep minutes of the proceedings at the general meeting,
which shall include the following details:

63.1 the names of the shareholders participating in the general meeting and
the number of shares held by them,

63.2 the matters discussed at the general meeting and the resol utions passed
thereat.

Minutes signed by the meeting’s chairman shall constitute prime facie proof of
the matters stated therein.

Voting and Passing Resolutions at General M eetings

65.

A shareholder wishing to vote at a general meeting shall prove his title to a

share to the Company as required by the Companies Law. Without derogating from
the aforesaid, the board of directors may prescribe regulations and procedures with
regard to proof of title to the Company’ s shares.

66.

A shareholder may vote at a general meeting or at a class meeting himself or

by proxy, in accordance with the provisions of these articles and subject to the
provisions of the Companies Law. A proxy need not be a shareholder in the
Company.
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67. A proxy may participate in discussions at the general meeting and be €elected
as the meeting’'s chairman in the same way as the appointing shareholder would have
been entitled thereto, unless otherwise stated in the appointment instrument.

68.  Subject to the provisions of the Law, in the case of joint shareholders, each of
them may vote at any meeting, himself or by proxy, in relation to such share, as
though he were the sole person entitled. If more than one joint shareholder attends a
meeting, himself or by proxy, the vote shall be cast by the joint shareholder whose
name appears first in the shareholders register in relation to the share, or in a
certificate of the stock exchange member regarding his title to the share (hereinafter
referred to as “ certificate of title”) or in another document determined by the board of
directors for such purpose, as the case may be. Separate guardians or separate
executors of estates of a deceased registered shareholder shall be deemed, for the
purposes of this article as joint shareholders in such shares.

69. A shareholder lacking legal capacity may vote through his guardians or
another person appointed by the court, and any guardian or other person as aforesaid
may vote through a proxy.

70.  Theinstrument appointing a proxy (hereinafter referred to as “the appointment
instrument”) and the power of attorney by virtue whereof the appointment instrument
is signed (if any), or a suitable copy thereof, to the board of directors satisfaction,
shall be deposited at the registered office of the Company or at any other place or
place, in Israel or aboard — as determined by the board of directors from time to time,
in genera or in relation to a particular case at any time prior to the commencement of
the meeting at which the proxy intends voting in reliance upon such appointment
instrument. Notwithstanding the aforesaid, the meeting’'s chairman may, in his
discretion, accept an appointment instrument and a power of attorney, as aforesaid,
also after the said time, if he deemsfit, in his discretion. If the appointment instrument
and power of attorney is not received as provided above, they shall not be valid as
such meeting.

The appointment instrument shall be drawn up in writing and signed by the
appointor or by the person duly authorised therefor in writing, and by awitness to his
signature, if so required by the board of directors. If the appointor is a corporation, the
appointment instrument shall be drawn up in writing and signed in the manner
binding the corporation. The board of directors may demand that the Company be
given written confirmation, to the board of directors satisfaction, of the signatories
authority to bind the corporation.

71. 711 Theappointment instrument shall be drawn up in the following form of
wording or in aform of wording as similar thereto as possible:

“I , of , a a shareholder of Tower
Semiconductor Ltd, hereby appoint of orin
his absence of as my proxy, to vote in my name
and stead in respect of * shares of ** class which

are held by me, at the (annual/special) general meeting of the Company
to be held on and at any adjourned meeting thereof.
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Aswitness my hand on

signature”

*  gtate the number of shares.
** gtate the class of shares.

71.2  The appointment instrument shall state the class and number of the
sharesin respect of which it is being given. If the appointment
instrument does not state the number of sharesin respect of which it is being given or
if it states a number of shares higher than the number of shares registered in the
shareholder’s name or specified in the certificate of title, as the case may be, the
appointment instrument shall be deemed to have been given in respect of all the
shareholder’ s shares.

71.3 If the appointment instrument is given in respect of a number of shares
lower than the number of shares registered in the shareholder’s name or specified in
the certificate of title, as the case may be, the shareholder shall be deemed to have
abstained from voting in respect of the balance of his shares and the appointment
instrument shall be valid in respect of the number of shares specified therein.

72.  Without derogating from the provisions of these articles regarding the
appointment of a proxy, a shareholder holding more than one share shall be entitled to
appoint more than one proxy, subject to the following provisions:

72.1  each appointment instrument shall state the class and number of shares
in respect of which it isbeing given;

72.2 if the overall number of shares of any class specified in the
appointment instruments given by one shareholder exceeds the number of shares of
such class registered in his name or specified in the certificate of title, as the case may
be, al the appointment instruments given by such shareholder shall be void.

73. A shareholder or proxy may vote by virtue of some of the shares held by him
or in respect of which he is acting as proxy and he may vote one way by virtue of
some of the shares and a different way by virtue of others.

74. A vote given by virtue of an appointment instrument shall be valid even if
there is a defect in the appointment instrument and even if prior to the vote the
appointor passes away or becomes legally incapacitated or the appointment
instrument is cancelled or the share in respect of which it was given is transferred,
unless written notice is received at the office prior to the meeting regarding the defect,
death, incapacitation, cancellation or transfer, as the case may be.
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75.  The appointment instrument also shall be valid in respect of any adjourned
meeting of the meeting to which the appointment instrument relates, unless otherwise
stated in the appointment instrument.

76. A shareholder may not participate in or vote at any general meeting, himself or
by proxy, save by virtue of the shares the consideration for which has been fully paid
to the Company.

77. Each of the ordinary shares vests the holder thereof with the right to
participate in the Company’ s general meeting and to one vote.

78. A resolution put to the vote at a general meeting shall be decided on the basis
of a poll; the vote on a poll shall be effected in the manner determined therefor by the
meeting’s Chairman.

In the event of disputes whether to accept or disqualify any vote, the meeting's
chairman shall decide the matter, and his decision in good faith shall be final and
binding.

79.  The chairman’s declaration that a resolution at the general meeting has been
passed or defeated, unanimously or by any majority, shall be prima facie proof of the
matters stated therein, and is shall not be necessary to prove the number of votes (or
their proportional part) for or against the proposed resolution.

80.  Subject to the provisions of the Companies Law or these articles regarding
another majority, the general meeting’s resolutions shall be passed by an ordinary
majority.

8l 811 The general meeting’s chairman may, with the agreement of the
meeting at which a quorum is present, adjourn the meeting or the discussion on a
particular matter on the agenda to another time and place determined by him, and he
must do so on the meeting’s demand. No matter shall be discussed at an adjourned
meeting as aforesaid save for a matter that was on the agenda and in respect of which
a resolution was not passed at the meeting at which the adjournment was decided
upon. It is not necessary to give notice of the adjourned meeting unlessit is adjourned
for a period of time exceeding 21 days, and in such case notice shall be given of the
adjourned meeting as provided in article 55 above.

81.2 A proposed resolution placed for a vote, shall be decided by a poll by a show
of hands unless a vote by ballot is requested prior to the vote by no less than three
persons. If there will not be a demand for vote by ballot - then the declaration of the
chairman of the meeting that the resolution was passed by a show of hands or
unanimously or by certain mgjority, or was rejected and a note was made in this
regard in the book of minutes of the Company, shall serve as conclusive evidence of
this fact, and it shall not have to be proved the number of votes for or against the
proposed resolution.

81.3 If a vote was duly requested by ballot, the vote shall be done in a manner
instructed by the chairman of the meeting, and the declaration of the chairman that the
resolution was passed by the required mgority or was rejected, shall serve as
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conclusive evidence of this fact, and it shall not have to be proved the number of
votes for or against the proposed resolution.

Dividends, Funds and Capitalization of Funds and Pr ofits

142. The board of directors may, before resolving on the distribution of a dividend,
as provided in article 152 below, set aside any amounts from the profits, as it deems
fit, to agenera fund or reserve fund for any requirements or objects, as determined by
the board of directorsin its discretion.

143.  Until use is made of the said funds, the board of directors may invest the
amounts set aside as aforesaid and the funds' monies in any investment whatsoever,
as it deems fit, and attend to, alter or otherwise use these investments, and it may
divide the reserve fund into specia funds and use any fund or part thereof for the
purpose of the Company’s business, without keeping it separately from the
Company’ s other assets, and all at the board of directors' discretion and on such terms
asit determines.

144.  Subject to the provisions of any law, the board of directors may, from time to
time, revalue the Company’s assets and property, or any part thereof, and if the new
value exceeds the value specified in the Company’s last balance sheet preceding the
revaluation — the board of directors may credit the difference, or any part thereof, to a
revaluation fund.

145. Subject to the provisions of the Companies Law, the board of directors may
pass a resolution to distribute a dividend. The board of directors resolving on the
distribution of a dividend may determine that the dividend, or any part thereof, shall
be paid in cash or by way of a distribution of assets in specie, including by way of
securities or in any other manner, in the board of directors' discretion.

146. 146.1 @ Subject to the provisions of the Companies Law, the
board of directors may resolve to alot bonus shares and to
convert part of the Company’s profits, within the meaning
thereof in section 302(b) of the Companies Law, into share
capital, from premium on shares or from any other source
included in its equity, which are mentioned in its last financial
statements, in an amount determined by the board of directors,
which shall not be less than the nominal value of the bonus
shares.

(b) Bonus shares allotted pursuant to this article shall be
deemed fully paid up.

146.2 The board of directors resolving on an alotment of bonus
shares may determine that the Company shall transfer to a
special fund designated for a distribution of bonus shares in the
future such amount that its conversion into share capital shall
be adequate for the allotment to anyone who at such time for
any reason, has the right to purchase shares in the Company
(including a right which may only be exercised only at a later
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date) bonus shares which would have been due to him, had he
exercised the right to purchase the shares prior to the date
determining the right to receive the bonus shares (in this article
— “the determining date”). If after the determining date the
holder of the said right exercises his right to purchase the
shares or part thereof, the Company shall allot him bonus
shares of such nominal value as would have been due to him
had he exercised, prior to the determining date, the right to
purchase the shares which he actually purchased, by converting
into share capital an appropriate part from the said special
fund.

The bonus shares shall entitle the holders thereof to participate in a
distribution of dividends in cash or bonus shares commencing from the date
determined by the board of directors. With regard to determination of the amount to
be transferred to the said special fund, any amount transferred to such fund in respect
of previous distributions of bonus shares shall be treated as though already capitalized
and as though shares entitling the holders of the right to purchase shares to bonus
shares have already been alotted therefrom.

147. Subject to the rights attached to the classes of shares issued by the Company
and to the provisions of these articles, dividend or bonus shares shall be distributed to
the shareholders pro rata to the nominal value of each share, without having regard to
any premium paid thereon.

148.  For the purpose of implementing a resolution regarding the distribution of a
dividend or an allotment of bonus shares, the board of directors may:

148.1 settle any difficulty arising in connection therewith as it deems fit and
take all the steps it deems it to overcome such difficulty;

148.2 resolve that fractions or fractions in an amount lower than a particular
amount determined by the board of directors, shall not be taken into
account for the purpose of adjusting the right of the shareholders or to
sell fractions of shares any pay the consideration (net) to those entitled
thereto;

148.3 authorize to sign on the shareholders behalf any contract or other
document required for the purpose of granting validity to the allotment
or distribution, and in particular to authorize, to sign and submit for
registration a written document as mentioned in section 291 of the
Companies Law;

148.4 make any arrangement or settlements which in the board of directors
opinion isrequired in order to enable the allotment.

149. Dividends or other benefits in respect of shares shall not bear interest.

150. Without derogating from the provisions of these articles, the board of directors
may withhold any dividend or bonus shares or other benefits in respect of a share all
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or part of the consideration for which has not been paid to the Company, and collect
any amount as aforesaid or proceeds received from the sale of any bonus shares or
other benefits on account of the debts or obligations in respect of the said share.

151. The board of directors may, but is not obliged to, as it deems beneficial and
correct, appoint trustees or nominees for the holders of share deeds who for such
period as determined by the board of directors have not approached the Company in
order to receive dividends, shares or other securities or other benefits, and for those
registered shareholders who have not performed their duty to notify the Company of a
change in their address and who have not approached the Company in order to receive
dividends, shares, other securities or other benefits during such period. Such nominees
or trustees shall be appointed in order to realize, collect or receive dividends, shares or
other securities or other benefits and to subscribe for shares which have not yet been
issued which are offered to the shareholders, but may not transfer the original shares
in respect of which they were appointed or vote by virtue thereof. In the conditions of
any trust or nominee appointment, the Company shall stipulate that on the first
demand of the shareholder in respect of which the trustees or nominees are holding
office, the trustees or nominees shall be obligated to return to such shareholder the
relevant share or al the rights held by them for him, as the case may be. Any act and
arrangement done or reached by such nominees or trustees and any agreement
between the board of directors and such nominees or trustees shall be valid and bind
al the relevant parties.

152. The board of directors may from time to time determine the manner of paying
dividends or allotting the bonus shares or transferring them to those entitled thereto,
and may determine regulations, procedures and arrangements in such regard, in
respect of the registered shareholders, the unregistered shareholders and shareholders
holding a share deed. Without derogating from the generality of the aforesaid, the
board of directors may determine as follows:

152.1 @ Subject to the provisions of sub-article (b) below,
dividends or monies distributed to registered shareholders shall
be paid to the registered shareholder by sending a cheque in the
mail to his address as recorded in the shareholders register.
The dispatch of a cheque as aforesaid shall be carried out at the
risk of the registered shareholder. Without derogating from the
aforesaid, the board of directors may determine that a dividend
of less than a certain amount, as determined by the board of
directors, shall not be sent by cheque as mentioned above, and
the provisions of sub-article (b) below shall apply in respect
thereof.

(b) The board of directors may determine that the payment
of dividends or monies distributed to registered shareholders
shall be effected at the office or any other place determined by
the board of directors.

152.2 Dividends distributed to unregistered shareholders shall be
transferred to the said shareholders through the nominee
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company or in any other manner determined by the board of
directors.

153. In cases where the board of directors determines the payment of a dividend,
the alotment of shares or securities or the grant of a right to subscribe for securities
which have not yet been issued and are offered to shareholders, against the delivery of
an appropriate voucher attached to any share deed, such payment, allotment or grant
of aright of subscription against an appropriate voucher shall constitute an exemption
of a debt to the Company in relation to such act vis-a-vis any person claiming a right
to such payment, allotment or grant of the right of subscription, as the case may be.

154. If two or more persons are recorded in the register as the joint holders of a
share, each of them may give a valid receipt for any dividend, share or other security
or other monies or benefits due in respect of the share, and the cheque or payment
order may be made out to the order of one of them and the cheque may be sent by
registered mail to his address as recorded in the register.

The Company’s Documents

155. 155.1 The shareholders shall have aright to inspect the Company’s
documents specified in section 184 of the Companies Law, upon
fulfillment of the conditions determined therefor.

155.2  Without derogating from the provisions of article 155.1 above, the
board of directors may, at its own discretion, resolve to grant aright to
inspect the Company’ s documents, or any of them, including to the
shareholders, or any of them, asit deemsfit.

155.3 The shareholders shall not have aright to inspect the Company’s
documents or any of them, unless they are granted a right as aforesaid
pursuant to legislation or these articles or if they are so permitted by
the board of directors, as provided in article 155.2 above.

156. Subject to the provisions of the law, every book or registration register which
the Company is required to keep pursuant to the law or these articles shall be
kept under those technical, mechanical or other means, as the board of directors
resolves.

Notices
161. The grant of notices or the delivery of documents to the shareholders and the

nominee company pursuant to the provisions of the Law or these articles shall
be effected in one of the following ways described in this“Notices’ section.

162. Notice of a general meeting shall be provided in accordance with article 55
above.

163. 163.1 Without derogating from the aforesaid, the Company may give a notice
or document to a shareholder through personal delivery or by facsimile
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or by mail dispatch or by e-mail; dispatch by mail shall be carried out
in accordance with the shareholder’ s address as recorded in the register
or if there is no such address, in accordance with the address given by
him to the Company for the purpose of sending notices to him. Any
shareholder whose address is not described in the register, and who
shall not have designated in writing an address for the receipt of
notices, shall not be entitled to receive any notice from the Company.
Notice sent by facsimile shall be sent to the shareholder in accordance
with the facsimile number given by him to the Company. Notice sent
by e-mail shall be sent to the shareholder in accordance with the e-mail
address provided by the shareholder to the Company.

163.2 (a) A notice or document personaly delivered to a shareholder shall
be deemed to have been delivered on the date of delivery to him.

(b) A notice or document sent by mail shall be deemed to have been
duly delivered if delivered for dispatch at the post office bearing
the correct address and properly stamped. Delivery shall be
deemed to have taken place at the time the letter would have been
delivered in the ordinary course by mail, and no later than two
days from the date on which the letter containing the notice as
aforesaid was delivered to the post office.

(c) Notice sent by facsimile or e-mail shall be deemed to have been
delivered 24 hours transmission.

164. Any written notice or other document may be served by any shareholder upon

165.

166.

the Company by tendering the same in person to the Secretary or the Chief
Executive Officer of the Company at the principa office of the Company or by
sending it by prepaid registered mail (airmail if posted outside Isragl) to the
Company at its Registered Address. Any such notice or other document shall be
deemed to have been served three (3) business days after it has been posted [ten
(10) business days if sent to a place not located on the same continent as the
place from where it was posted], or when actually received by the addressee if
sooner than three (3) days or ten (10) days, as the case may be, after it has been
posted, or when actually tendered in person, to such shareholder (or to the
Secretary or the Chief Executive Officer); provided, however, that notice may be
sent by e-mail, facsimile or other electronic means and confirmed by registered
mail as aforesaid, and such notice shall be deemed to have been given twenty-
four (24) hours after such e-mail, facsimile or other electronic communication
has been sent or when actualy received by such shareholder (or by the
Company), whichever is earlier.

The Company may give notice of the delivery of a document at the office or at
any other place determined by the board of directors, or in any other manner,
including through the Internet.

In the case of joint holders of a share, the Company may send a notice or
document by dispatching it to the joint shareholder whose name is mentioned
first in the shareholders' register in respect of such share.
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167. The delivery of a notice or document to a family member living with the person
for whom it isintended shall be deemed delivery to such person.

168. Any document or notice sent to a shareholder of the Company in accordance
with the provisions of these articles shall be deemed to have been duly sent
despite the death, bankruptcy or winding up of such shareholder or the legal
transmission of the right in the shares (whether or not the Company was aware
thereof), so long as nobody else is recorded in his stead as the holder of the
shares, and dispatch or delivery as aforesaid shall be deemed for al intents and
purposes as adequate in respect of any person interested in such shares or
entitled thereto by virtue of the legal transmission of the right, either together
with such shareholder or on his behalf or in his name.

169. Subject to the provisions of any law, a shareholder, director or any other person
entitled to receive notice pursuant hereto or pursuant to the Law may waive the
receipt thereof, in advance or retroactively, for a particular case or in general,
and once he has done so the notice shall be deemed to have been duly given,
and any proceedings or act in respect of which the notice should have been
given shall be deemed valid and abiding.

170. Written confirmation signed by a director or by the Company’s secretary
regarding the dispatch of a document or the grant of notice in one of the
manners specified herein shall be deemed conclusive proof in respect of any
detail included therein.

171. Whenever is it necessary to give prior notice of a number of days or notice
which is valid for a particular period, the day of delivery shal be taken into
account in reckoning the number of days or the period, unless otherwise
determined. If notice is given in more than one of the manners specified above,
it shall be deemed to have been received on the earliest date on which it is
deemed to have been delivered, as provided above.

Re-Organization

173. Subject to the provisions of any law, whenever the Company wishes to sell its
enterprise, or any part thereof (hereinafter referred to as “the enterprise”) to another
company (hereinafter referred to as “the other company”), the board of directors or
the liquidators — where the Company is in liquidation — may, with the approval of the
Company’s general meeting, in a resolution passed by a special mgority, accept in
consideration for the enterprise shares which have been fully or partially paid up or
other securities of the other company, whether the other company exists at such time
or is founded for the purpose of purchasing the enterprise as aforesaid, and the board
of directors or the liquidators — in the case of liquidation — may, subject to the
provisions of any law, distribute amongst the shareholders (or deposit for them with
trustees) shares, securities, collateral or any other property of the Company without
realizing them.
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Capitalization

174. Subject to the provisions of any law, if the enterprise or any part thereof is
transferred to another Company as provided in article 173 above, the Company may,
with the approval of the Company’s general meeting, by a special mgjority, distribute
or allocate the shares, securities, collateral, cash, benefits or other property of the
Company in a manner different to that in which they should have been distributed or
allocated in accordance with the precise legal rights of the Company’s shareholders.
However, where shares of the Company, all of them or any part thereof, are bearer
shares or shares listed for trade on a stock exchange, the distribution or allocation
shall be effected in accordance with the legal rights of the shareholders, as precisely
as possible.

175. In order to perform the provisions of articles 173 and 174 above, the general
meeting may, in a resolution passed by a specia majority, instruct that the shares,
other securities, collateral, benefits and other property of the Company, be valued in
the manner and at the price resolved by the Company.

Winding Up

176. Without derogating from the liquidator’s authority pursuant to section 334 of
the Ordinance and subject to the rights attached to the classes of shares issued
by the Company, if the Company is wound up, voluntarily or otherwise, its
assets remaining after the discharge of al its obligations shall be distributed
amongst the shareholders pro rata to the nominal value of their shares without
having regard to any premium paid thereon.

177. With regard to article 176 above, anyone who has submitted an application for
shares and the shares have not yet been allotted to him, shall be deemed to have
been allotted, prior to the winding up, the shares included in his application, and
the amount paid on account of the nominal value of such shares shall be deemed
to have been paid in respect thereof.

178. Subject to the provisions of any law, the liquidator may, pursuant to a resolution
of the general meeting passed by a special majority, distribute the surplus assets
or any part thereof amongst the shareholders in specie, and the liquidator may,
pursuant to a resolution of the general meeting passed by a specia majority,
deposit any part of the surplus assets with trustees who shall hold them on trust
in favor of the shareholders, as the liquidator deems fit. For the purpose of
distributing the surplus assets in specie, the liquidator may determine the proper
value of the assets available for distribution and decide how the distribution will
be effected amongst the shareholders having regard to the rights attached to the
various classes of sharesin the Company which are held by them.
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