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CHAPTER 3

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.

3.1 General

29 e 29 <

In this prospectus, as of any particular date, “we,” “us,” “our,” and “the Company” and words of similar import, refer
collectively to Tower Semiconductor Ltd. and its then owned and/or consolidated subsidiaries. The term "NIS" refers to new
Israeli shekel, and "dollar", "USD" or "$" refer 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").

3.2 Summary Information Regarding 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,
2014 AND OUR SUBSEQUENTLY FILED AUDITED FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED
DECEMBER 31, 2015.

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 for our customers primarily based on third party designs.
We currently offer to manufacture process geometries of (i) 0.35, 0.50, 0.55, 0.60, 0.80-micron and above on 150-mm wafers;
@i1) 0.35, 0.18, 0.16, 0.13 and 0.11-micron on 200-mm wafers; and (iii) 65 nanometer and 45 nanometer on 300-mm
wafers. We also provide design support 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 specialized technologies, including 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 experience and expertise
gained over more than twenty years of operation, we differentiate ourselves by creating a high level of value for our
customers through innovative technological processes, design and engineering support, 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 technological 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 process geometries ranging from 0.35 to 0.13-micron, using advanced CMOS technology, including CMOS image
sensors, embedded flash, advanced analog, RFCMOS, RFID, power platforms and mixed-signal technologies.

In September 2008, we merged with Jazz Technologies, Inc ("Jazz"). Jazz focuses on specialty process technologies for the
manufacture of analog and mixed-signal semiconductor devices, and supports process geometries ranging from 0.50 to
0.13-micron. Jazz's specialty process technologies include advanced analog, RFCMOS, SOI RF switch, high voltage,
BiCMOS and SiGe. 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”).

In March 2014, we acquired from Panasonic 51% of a newly established company, TowerJazz Panasonic Semiconductor Co.,
Ltd., (“TPSCo”), that manufactures products for Panasonic and other third parties, using three semiconductor manufacturing
facilities located in Hokuriku Japan (Uozu E, Tonami CD and Arai E). Pursuant to the transaction, Panasonic transferred its
semiconductor wafer manufacturing process and capacity tools (8 inch and 12 inch) at said three fabs to TPSCo, and entered
into a five-year manufacturing agreement for the manufacture of products for Panasonic by TPSCo.

In February 2016, we acquired a fabrication facility in San Antonio Texas, USA (“Fab 9”) from Maxim. The assets and
related business that we acquired from Maxim are held and conducted through a wholly owned US subsidiary, TowerJazz
Texas Inc. ("TJT"). Fab 9 supports process geometries ranging from 0.18 to 0.8-micron for the manufacture of products using
CMOS and analog based technologies.

Our executive offices and Israeli manufacturing facilities are located in the Ramat Gavriel Industrial Park, Shaul Amor Street,
Post Office Box 619, Migdal Haemek, 23105 Israel, and our telephone number is 972-4-650-6611. Our agent for service of
process in the United States is Tower Semiconductor USA, Inc. located at 2570 North First Street, Suite 480 San Jose,
CA 95131.



33 Ratio of Earnings to Fixed Charges

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

Year Ended December 31,
2015 2014 2013 2012 2011
Ratio of earnings to fixed charges 0.60 0.68 (D (2) 107

(1) Earnings as adjusted were inadequate to cover fixed charges by $117.1 million for 2013.
(2) Earnings as adjusted were inadequate to cover fixed charges by $62.9 million for 2012.

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 financing expenses component which is included in total rental expense (calculated based on a reasonable
approximation of the interest factor).

34 Summary Terms of the Offer

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

According to this shelf prospectus, the Company may offer to the public its ordinary shares, non-convertible
debentures, debentures convertible into ordinary shares of the Company, warrants exercisable into ordinary
shares of the Company, warrants exercisable for non-convertible debentures, warrants exercisable for
convertible debentures, and other commercial securities (collectively, the "securities"). The Company may
also offer to exchange any of its outstanding securities for any of the above-mentioned securities, extend
time to maturity of any outstanding securities or redeem them prior to their respective maturity dates.

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 3.13 "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.

3.5 Forward-Looking 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. Our actual results may differ materially from those expressed in
forward-looking statements made or incorporated by reference in this prospectus. Forward-looking statements that express
our beliefs, plans, objectives, assumptions, future events or performance may involve estimates, assumptions, risks and
uncertainties. Therefore, our actual results and performance may differ materially from those expressed in the
forward-looking statements. Forward-looking statements often, although not always, include words or phrases such as the
following: "will likely result,"” "are expected to," " plans," "projection”
and "outlook."

will continue," "is anticipated," "estimate," "intends," " "



You should not unduly rely on forward-looking statements contained or incorporated by reference in this
prospectus. Various factors discussed in this prospectus, including, but not limited to, all the risks discussed in "Risk
Factors," and in our other U.S. Securities and Exchange Commission (“SEC”) filings may cause actual results or outcomes to
differ materially from those expressed in forward-looking statements. You should read and interpret any forward-looking
statements together with these documents.

Any forward-looking statement speaks only as of the date on which that statement is made. We will not update any
forward-looking statement to reflect events or circumstances that occur after the date on which such statement is made except
as required by law.



3.6

Selected Consolidated Financial Data

You should carefully read the following selected Consolidated Financial Data in conjunction with “Item 5-
Operating and Financial Review and Prospects” of our Annual Report on Form 20-F as of December 31, 2014
and our subsequently filed Consolidated Financial Statements as of December 31, 2015 and related notes for the
year then ended.

We derived the selected statement of operations data and other financial data for the years ended December
31, 2015, 2014 and 2013, and selected balance sheet data as of December 31, 2015 and 2014 from the audited
financial statements as of December 31, 2015. Those financial statements were audited by Brightman
Almagor & Co., a member firm of Deloitte, an independent registered public accounting firm. We derived the
selected statement of operations data and other financial data for the years ended December 31, 2012 and
2011 and the selected balance sheet data as of December 31, 2013, 2012 and 2011 from our audited financial

statements that are not included in this prospectus.

Our management believes that the financial statements contain all adjustments needed to present fairly the

information included therein.

Statement of Operations Data (in thousands) :
Revenues

Cost of revenues

Gross profit

Research and development

Marketing, general and administrative
Acquisition related and reorganization costs
Amortization related to a lease agreement early
termination

Nishiwaki Fab restructuring costs and impairment
Operating Profit (loss)

Financing expense, net

Gain from acquisition, net

Other income (expense), net

Profit (loss) before income tax expenses
Income tax benefit (expense)

Loss before non controlling interest

Net loss (income) attributable to non controlling
interest

Net profit (loss)

Basic earnings (loss) per ordinary share

Other Financial Data (in dollar thousands):

Depreciation and amortization

Year ended December 31,

2015 2014 2013 2012 2011
$960,561  $828,008 $505,009 $638,831 $611,023
755,196 764,220 476,900 560,046 526,198
205,365 63,788 28,109 78,785 84,825
61,669 51,841 33,064 31,093 24,886
62,793 58,783 42,916 44,413 48,239
- 1,229 == 5,789 1,493
-- -- 7,464 -- -
(991) 55,500 - -- -
81,894 (103,565) (55,335) (2,510) 10,207
(123,109)  (88,813) (60,809)  (59,391) (40,302)
-- 166,404 - - 19,467
(190) (140) (904) (1,042) 13,460
(41,405) (26,114) (117,048) (62,943) 2,832
12,278 24,742 9,388 (7,326) (21,362)
(29,127) (1,372) (107,660) (70,269) (18,530)
(520) 5,635 - -- -
$(29,647) $ 4,263 $(107,660) $(70,269) $(18,530)
(0.40) 0.08 (2.72) 3.17) 0.90)
168,032 203,868 151,711 173,585 162,679



As of December 31,

2015 2014 2013 2012 2011

Selected Balance Sheet Data (in thousands):

Cash and cash equivalents, including short-term

interest-bearing deposits and designated cash $205,575 $187,167 $122,871 $133,398 $101,149
Working capital 235,608 93,759 150,498 128,787 35,830
Total assets 966,224 884,146 705,887 814,241 857,221
Short-term bank debt and current maturities of loans

and debentures 33,259 119,999 36,441 49,923 48,255
Long-term debt from banks 211,049 159,776 108,739 94,992 103,845
Long-term debentures 45,826 107,311 208,146 193,962 197,765
Long-term customers’ advances 21,102 6,272 7,187 7,407 7,941
Shareholders’ equity $385,586  $195,561 $141,248  $220,025 $174,703
Number of shares issued and outstanding 82,058 58,033 47,869 22,312 21,219

3.7 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

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

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 electronic devices. 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 electronic devices decline
significantly, we may be pressured to reduce our selling prices, which may reduce our revenues and 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, which may harm our



business and profitability. The timing, severity and recovery of these downturns cannot be predicted accurately or at all.

In order for demand for our wafer fabrication services to increase, the markets for the end products utilizing the
integrated circuits that we manufacture 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 revenues, which may adversely affect our
profitability and business.

Over-demand for our foundry services and/or products may result in a loss of customers, which may adversely affect our
profitability and business.

In periods during which demand for our foundry services exceeds our capacity and manufacturing capabilities, we
may be (i) unable to fulfill customer demand in whole or in part, in a timely manner or at all; (ii) incapable to assure
production of customers’ next generation of products; and/or (iii) unable to provide additional capacity from any of our
geographic facilities through transfer of process technologies, successful implementation and timely qualification. As a
result, we could lose one or more of our current or potential customers, which may adversely affect our revenues, profitability
and business.

If we do not maintain our current customers and attract additional customers, our business and profitability 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 lost business with new customers, could seriously harm our financial results, revenues and business.

We have relationships with several customers that represent a material portion of our revenues. During the year
ended December 31, 2015, we had three customers that contributed between 6% to 40% of our revenues. During the year
ended December 31, 2014, we had four customers that each contributed between 7% to 38% of our revenues. During the year
ended December 31, 2013, we had three customers that each contributed between 7% to 27% of our revenues. The loss of any
one of these customers, whether due to their insolvency or their unwillingness or inability to perform their obligations under
their respective relationships with us, or if we are unable to renew our engagements with them on commercially reasonable
terms, or attract additional customers to replace such lost business, may materially negatively impact our overall business and
our consolidated financial position.

Panasonic Semiconductor Solutions Co., Ltd. ("PSCS"), a wholly-owned subsidiary of Panasonic Corporation,
entered into a five year volume manufacturing agreement with us in 2014, is a significant customer of TPSCo and Tower on
a consolidated basis and is expected to continue to comprise a major portion of TPSCo's revenues. Our ability to successfully
operate TPSCo is essentially dependent on PSCS ordering a sufficient number of wafers and manufacturing services from
TPSCo. While we have commenced engagements with third party foundry customers to initiate manufacturing at TPSCo and
certain foundry customers have begun process transfers and ramp up for production, implementation of new customer
processes may take between one to three years to reach the mass production stage, as customary in our industry. Failure to
generate sufficient revenues from PSCS and/ or new customers in an amount which will cover TPSCo’s costs may adversely
affect TPSCo’s profitability and operations and may adversely impact our consolidated financial results.

Maxim is expected to be a significant customer of TJT, based on the long term volume manufacturing agreement
signed with it, at least during the initial five year period following its acquisition, and is expected to comprise a major portion
of TJT’s revenues during such period. While we have commenced discussions with potential third party foundry customers
to initiate manufacturing at TJT, and have begun certain process technology transfers to enable ramp of customer products
which currently require additional demand which cannot be fulfilled in our other facilities, implementation of new customer
processes may take between one to three years to reach the mass production stage, as is customary in our industry. Failure to
generate sufficient revenues from Maxim and/ or new customers in an amount which will cover TJT’s costs would adversely
affect TJT’s profitability and operations and may adversely impact our consolidated financial results. .



The production lines of our manufacturing fabrications may stop for short or long periods of time due to high utilization
in certain areas, bottlenecks, power outages, water leaks, chemical leaks or other issues, which may adversely affect our
cycle time, yield, and on schedule delivery. In addition, affected customers may elect to transfer their product orders to
other fabs, thereby potentially causing an immediate loss of a potentially material amount of revenues for the applicable
period, which would adversely affect our revenue, profitability and financial position.

There are many events that may occur which may adversely affect the manufacturing process running in a facility. From time
to time, we experience high utilization rates in certain of our manufacturing lines and/ or areas, which cause bottlenecks in the
lines and/or specific areas and/or specific machines, power outages, water leaks, chemical leaks or other issues that may
adversely affect our cycle time, yield and on schedule delivery. We try to mitigate any potential damage caused by such
events and have insurance coverage, which we believe to be sufficient. However, we cannot ensure that such events will not
have a negative effect on the Company, such as late deliveries, which may cause customers to elect to transfer their product
orders to other fabs, thereby potentially causing an immediate loss of a material amount of revenues for the applicable period,
which may adversely affect our profitability and financial position.

Our operating results may fluctuate from quarter to quarter which makes it difficult to predict our future performance
and such fluctuations may ultimately negatively affect our financial position.

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, a portion of which are beyond our control. These factors
include, among others:

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

[1 Changes in the economic conditions of geographical regions where our customers and their markets are located;

[1 Inventory and supply chain management of our customers;

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

[1  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;

[J The occurrence of an unexpected event, such as environmental events or industrial accidents such as fire or
explosions, electricity outage or misprocess, affecting the manufacturing process and our ability to recover the
lost or damaged products and provide quality and timely production to our customers without charging them
significant additional costs;

[ Completing capacity expansions and recruitment of personnel in a timely manner to address product demands
by our customers;

[ Our ability to satisfy our customers’ demand for quality and timely production;
[]  The timing and volume of orders relative to our available production capacity;
[ Our ability to obtain raw materials and equipment on a timely and cost-effective basis;

[ Price erosion in the industry and our ability to negotiate prices with our current customers and new customers;



[1 Our susceptibility to intellectual property rights’ disputes;
[J Our dependency on export licenses and other permits required for our operations and the sale of our products;

[J Our ability to maintain existing partners and to enter into new partnerships and technology and supply alliances
on mutually beneficial terms;

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

[1 The possibility that integrated device manufacturers continue to design and manufacture integrated circuits in
their own fabrication facilities or 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; and

] Changes in accounting rules affecting our results.

Due to the factors noted above and other risks discussed in this section, a portion of which are beyond our control, it
may be difficult to predict our future performance and any such fluctuations may ultimately negatively affect our operating
results and our financial position.

Our financial position and operations may be affected as a result of our debt and other liabilities.

As of December 31, 2015, we had approximately $311 million of consolidated debt outstanding, comprised as
follows: Tower had (i) approximately $83 million of outstanding secured bank loans, maturing through October 2018 in
installments amounting to $6 million during 2016, $56 million during 2017 and the remainder during 2018; and (ii)
approximately $7 million of unsecured outstanding debentures due in December 2016. As of December 31, 2015, Jazz had (i)
approximately $19 million of outstanding borrowings under its up to $70 million Wells Fargo credit line due December 2018,
and (ii) approximately $58 million of outstanding debentures, convertible into our ordinary shares, payable in December
2018, unless converted earlier. As of December 31, 2015, TPSCo had loans amounting to approximately $144 million
comprised of approximately $73 million provided by JA Mitsui Leasing, Ltd. and Bank of Tokyo Lease Co., Ltd. (BOT), to
be repaid in seven semi-annual equal installments starting in 2016 and ending June 2019 and approximately $71 million
provided by JA Mitsui Leasing, Ltd. Sumitomo Mitsui Trust Bank Limited and Showa Leasing Co., Ltd., to be repaid in
seven semi-annual equal installments starting December 2017 and ending December 2020. Carrying such amount of debt and
other liabilities may have significant negative consequences on our business, including:

[ limiting our ability to fulfill our debt obligations and other liabilities;

[] 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;

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

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

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



[ volatility in our non-cash financing expenses due to increases in the fair value of our debt obligations;
[ fluctuations of the payable amounts in USD of TPSCo loans or other expenses which are denominated in JPY;

[ enforcement by the banks and other financing entities of their liens against Tower or Jazz’s respective assets, as
applicable at the occurrence of an event of default.

In order to service our debt and other liabilities and obligations and/or improve its terms and conditions, in addition to
our cash on hand and expected cash flow generation from operating activities, we continue to explore measures to obtain
funds from additional sources including debt 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 intellectual property and/or 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 fund our growth plans and/or cover, in a timely manner, all our costs, capital expenditure investments and all of
our scheduled debt detailed above, liabilities and obligations, which may adversely affect our financial position and
operations.

Our success as a leading specialty foundry depends on our ability to continue to expand our business, customer base and
market presence, including through acquisitions which involve various risks. There is no assurance that we will be
successful in executing our acquisitions and integrating them into our business, utilizing our expanded capacity and
finding new business, including successfully operating TPSCo and TJT and integrating our foundry business
opportunities into TPSCo and TJT fabs.

Our Company’s growth as a leading specialty foundry depends, to a significant degree, upon our ability to increase
our presence in the specialty foundry field and gain more market share across the various specialty segments. In order to do so
and thereby improve our financial position and operations, we need to expand our business, including through acquisitions,
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
financing and consummating such acquisitions, loading the acquired facilities and integrating them into our business.

Our reliance on acquisitions as a means of growth involves risks that may adversely affect our future revenues and
operating results. For example:

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

[1 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.

[J 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.

[1 Potential acquisitions and integration requires the dedication of substantial management effort, time and
resources which may divert management’s attention, focus and resources from our existing business
operations or other strategic opportunities, which may have a negative adverse effect on our business.

[1 We may fail to integrate acquisitions successfully in accordance with our business strategy, achieve
anticipated benefits depending in part on successfully consolidating functions and integrating operations,
procedures and personnel in a timely and efficient manner, expected synergies, attract sufficient business to
newly acquired facilities in a timely manner or realize the anticipated growth opportunities from integrating
an acquired business into our existing business.

[1 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 sufficient financing which could limit our ability to engage in certain
acquisitions.

[J The amount or terms of financing actually required before and after acquisition may vary from our
expectations.

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 you that we will find and successfully execute such acquisitions or that they
will achieve the expected synergies. With respect to our acquisition of the 51% equity stake in TPSCo in March 2014, and
acquisition of TJT’s fab in February 2016, we cannot assure that we will successfully transfer and ramp up new foundry
business and new customers into those fabs. In addition, the integration process may result in the loss of key employees, the
disruption of ongoing business, supplier, customer, employee, labor union, and/or governmental relationships, and other
difficulties that may adversely affect our ability to achieve the anticipated benefits of acquisition and may negatively impact
our financial position.

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

Our working capital requirements and cash flows are subject to quarterly and yearly fluctuations, depending on a
number of factors. If we are unable to manage fluctuations in cash flow, our business, operating results and financial
condition may be materially adversely affected. Factors which could lead us to suffer cash flow fluctuations include:

[ fluctuations in the level of revenues from our operating activities;

[] fluctuations in the collection of receivables;

[J timing and size of payables;

[] the timing and size of capital expenditures;

[1 the net impact of JPY/ USD fluctuations on our JPY income and JPY expenses;
[ the repayment schedules of our debt service obligations;

[] our ability to fulfill our obligations and meet performance milestones under our facility agreement and
foundry agreements;

[1  fluctuations in the LIBOR or TIBOR (Tokyo Interbank Offered Rate) rates which apply to our banks’ loans;
and

] fluctuations in the USD to NIS exchange rate.

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’s business and financial position 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, including
certain limitations on changes of ownership as defined therein, 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, or if there is an event of default, and Tower's banks do not waive its noncompliance, Tower's banks may require
Tower to immediately repay all loans due to them by Tower totaling approximately $83 million, 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.

We may be harmed by pending litigation.

In January 2016, a short-selling focused firm issued a short sell thesis report which the Company believes contains false and
misleading information about the Company's strategy, business model and financials. Following this short sell thesis report,
putative shareholder class actions were filed against the Company, certain officers, its directors and/or its external auditor in
the US and Israel. This short sell thesis analyst acknowledged at the time of the report that he shall be assumed to be in a short
position in Tower’s shares. The Company believes the alleged claims are without merit and intends to vigorously defend the
actions. In addition, in February 2016, the Company received a request for information from the Financial Industry
Regulatory Authority in the United States asking the Company to provide information relating to certain financial and
accounting matters referenced in the short sell thesis report, which the Company provided during March 2016. No assurance
can be given regarding the outcomes from such litigation. These claims and related matters may divert management's
attention from the Company's business and may harm the Company’s image, valuation and the ability to raise funds.

Our acquisition of a majority stake in TPSCo and the acquisition of TJT involve risks that may adversely affect our
future financial performance and position.

Our acquisition of a majority stake in TPSCo and acquisition of TJT involve known and unknown risks that may
adversely affect our future financial performance and position, including:

[ Failure to successfully integrate these acquisitions in accordance with our business strategy;

[l Historically, TPSCo’s fabs solely manufactured Panasonic Corporation’s and its customers’ products and
TJT’s fab solely manufactured Maxim’s and its customers’ products. Both TPSCo and TJT intend to bring
various process technologies to their fabs to enable the manufacture of a wide range of products at these
facilities for a broad range of customers. This requires significant capital expenditures and on-site
qualification of technologies. There is no assurance that they will be successful in expanding their customer
base in a timely manner in order to cover their manufacturing, operating and technology ramp costs. In the
event that they are unable to generate sufficient additional revenues from third party customers, we may not
meet our future revenues expectations and may not achieve such levels of utilization in certain of said fabs in
order to cover its respective, which may negatively affect our future revenues growth and financial
performance.

The cessation of Fab 4 operations in the course of restructuring our activities and business in Japan involves risks that
may negatively impact TJP’s financial position.

The cessation in 2014 of the Nishiwaki fab operations in the course of restructuring our activities and business in
Japan, also included the sale of TowerJazz Japan (“TJP”) assets in order to fund TJP’s liabilities. If TJP will be required to
pay more in the future to settle claims and/or any potential claims from vendors or other third parties, it may adversely harm
TJP’s financial position.

We are required to the comply with the terms of the Israeli Investment Center approved plan and regulations.

In 2011, we received an official approval certificate (“ktav ishur”) from the Israeli investment center (“Investment
Center”), a governmental agency, for our expansion program pursuant to which we have received approximately $36 million
to date for investments made commencing 2006 and through 2012. The final investments report detailing all investments
made in accordance with the approval has been filed with the Investment Center. Under our previous program approved in



December 2000, we received $165 million of grants for capital expenditure investments made during the years 2001 through
2005. This plan was completed and approved by the Investment Center.

Eligibility for the above grants is 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 related thereto, we may be exposed to
significant penalties by the Investment Center. 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 investments 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 from 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 in a timely manner, our financial results may be adversely
affected.

We may incur additional indebtedness.

Although we are limited by the covenants in our loan facilities, we could find ourselves in a position in which we may
incur additional indebtedness in order to fund our growth strategy, debt, capital expenditures and/or other expenses, which
would increase the amount of our outstanding indebtedness. Any additional indebtedness may increase the risks associated
with serving our indebtedness as described above.

A global recession, unfavorable economic conditions and/or credit crisis may adversely affect our results and our ability
to fulfill our debt obligations and other liabilities.

The effects of a downturn or a weakness in the semiconductor industry and/or in the 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 the Company’s products and the end products of the Company’s
customers. Such a downturn or a weakness may adversely affect the Company's customer base and/or customers' products
base by adversely affecting the Company’s ability to attract new customers and new business to its fabs. Such a downturn or
weakness may also adversely affect the Company’s ability to increase the utilization rates in its manufacturing facilities and
maintain them at a high level that would suffice to cover its substantial fixed costs, maintain commercial relationships with its
customers, suppliers, and creditors, including its lenders, and continue its capacity growth. In addition, such a downturn or
weakness may negatively impact the Company’s ability to improve its future financial results and position, including its
ability to raise funds in the capital markets, fulfill its debt obligations and other liabilities, refinance its debt and other
liabilities and/or pay them in a timely manner, comprised mainly of bank loans and debentures. There is no assurance that
such downturn will not occur.

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 revenues
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. We cannot assure you 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 the number of wafers forecasted to be ordered, our operating results may be adversely affected.

We may 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 may have a negative impact on our financial



results.

We target manufacturing wafers in an amount matching each customer’s specific purchase order. On occasion, we
may produce wafers in excess of a customer's 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 or sold at a
significant discount. Significant amounts of obsolete inventory may have a negative impact on our financial results.

Our financial results may be adversely affected if we are unable to operate our facilities at utilization rates that are high
enough to reach revenue levels that would cover our costs

As is common in our industry, a large portion of our total costs is comprised of fixed costs, associated mainly with
our manufacturing facilities, while our variable costs are relatively small. Therefore, during periods when our facilities
manufacture at high utilization rates, we are able to cover our costs. However, at times when the utilization rate is low, the
reduced revenues may not cover all of the costs since a large portion of them are fixed costs which remain constant,
irrespective of the fact that fewer wafers were manufactured. In addition, our depreciation costs and capital expenditure
investments, as common in our industry, are high. If customer demand for our products is not sufficient to enable us to
operate our facilities consistently at high utilization rates, we may not be able to fully cover all of our costs, debt and others
liabilities which would affect our financial results.

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 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 revenues. If orders ultimately received are significantly lower than our
expectations, 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. This may adversely affect our operating results and financial condition considering that in
addition to the revenues loss, we may be unable to adjust our costs in a timely manner to align with the lower revenue, since
a large portion of our cost is fixed cost which remains constant irrespective of the number of wafers actually manufactured.

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, potentially
leading to rapid erosion of average sales 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 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. Analysts believe that such patterns may repeat in the future. The overcapacity, under-utilization and downward
price pressure characteristic of a downturn in the semiconductor market and/or in the global economy, as experienced several
times in the past, may negatively impact consumer and customer demand for the Company’s products, the end products of the
Company’s customers and the financial markets, which may adversely affect our business, our ability to raise funds,
restructure and/or re-finance our debt and service our debt and other liabilities.



If we do not maintain and develop 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:
[ rapid technological developments;

[] evolving industry standards;

| changes in customer and product end user requirements;

[] frequent new product introductions and enhancements; and

| 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, or 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 financial results 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, manufacture and sale of semiconductor products.

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 smaller process geometries than
45 nanometer. These smaller process geometries may provide customers with performance and integration features that may
be comparable to, or exceed, features offered by our specialty process technologies. The smaller process geometries 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 then required. Our specialty processes will therefore
compete with these more advanced CMOS processes 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 process 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:
[ greater manufacturing capacity;

[1  more advanced technological capabilities;

[l amore diverse and established customer base;

[ greater financial, marketing, distribution and other resources;



[l a better cost structure; and/or
[ better operational performance, including cycle time and yields.
If we do not compete successfully, our business and financial results may be adversely affected.

If we experience difficulty in achieving acceptable device yields, product performance and delivery times as a result of
manufacturing problems, our business may be adversely 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 continuously
enhance our manufacturing capabilities and efficiency, from time to time we have experienced production difficulties that
have caused delivery delays and quality control problems. Manufacturing issues we may face include the following:

[] difficulties in upgrading or expanding existing facilities;

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

[J unexpected events, such as an electricity outage or misprocess, affecting the manufacturing process;
[ difficulties in changing or upgrading our process technologies;

[1 raw material shortages or impurities;

[] delays in delivery or shortages of spare parts; and

[ difficulties in maintenance and upgrade of our equipment.

Should such problems occur to a material degree, we may suffer delays in delivery, loss of reputation and/or a loss of
customers, any of which could adversely impact our business, revenues and financial condition.

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 and may have an adverse affect on our
business and financial results.

To increase the production capability and 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. We also procure used equipment which can take longer to qualify into the manufacturing
process, hence we may not be able to manufacture our products in a timely manner. 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 results.

Our exposure to currency exchange and interest rate fluctuations may impact our costs and financial results.
Of our revenues for the year ended December 31, 2015 and 2014, approximately 40% were in Japanese Yen (JPY)

and most of our remaining revenues were in U.S. dollars (USD). Our financing and investing activities and our expenses and
costs are denominated mainly in USD, with a smaller portion in New Israeli Shekels (NIS) (mainly payroll and utilities costs



for the Israeli site) and JPY (solely in TPSCo). Therefore, we are exposed to the risk of currency exchange rate fluctuations to
this extent.

The dollar amount of our operations, which is denominated in NIS, 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. The dollar amount of our operations, which is denominated in JPY, is influenced by the timing of any change
in the USD to JPY exchange rate. Such dollar amount of operations will increase if the US dollar devalues against the NIS or
the JPY. Outstanding principal and interest on some of Tower’s debentures is linked to the Israeli consumer price index
(CPI) and therefore, Tower’s US dollar costs will increase if inflation in Israel exceeds the devaluation of the NIS against the
US dollar.

The US dollar amounts of revenues and costs of our operations in Japan are influenced by the changes in valuation of
the Japanese Yen (JPY) in relation to the US dollar, however, on a net basis, currency exchange rate fluctuations had
essentially no impact on our consolidated statements of operations and financial results, since such fluctuations were
naturally hedged by the revenues denominated in JPY against the costs denominated in JPY. The higher that TPSCo’s
revenues from third party revenues grow, the more we may be exposed to changes in the USD/JPY exchange rate as a higher
portion of TPSCo’s revenues will be denominated in USD while the higher costs remain denominated in JPY. With regards to
the balance sheet, since our assets and liabilities in TPSCo are linked to the JPY, increases in the USD to JPY exchange rate
cause a decrease in our net assets amount in TPSCo. Tower, Jazz and TPSCo’s borrowings under their respective credit
facilities provide for interest based on a floating LIBOR rate or TIBOR rate, thereby exposing us to interest rate fluctuations.
Furthermore, if any of the respective banks incurs increased costs in financing the applicable credit facility due to changes in
law or the unavailability of foreign currency, such bank may exercise its right to increase the interest rate on the credit facility
or require us to bear such increased cost as provided for in the respective credit facility agreement.

We regularly engage in various hedging strategies to reduce our exposure to some, but not all, of these risks and
intend to continue to do so in the future. However, despite any such hedging activity, we are likely to remain exposed to
interest rate increases (mainly LIBOR and TIBOR rates), and to exchange rate fluctuations (mainly NIS & JPY rates as
compared to the US dollar), and inflation, which may impact our cost and financial results in a material manner.

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 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.

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 in part 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 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:

[J negotiating cross-license agreements;



[] acquiring licenses to the allegedly infringed patents, which may not be available on commercially reasonable
terms, if at all;

[J 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;

[ litigating the matter in court, incurring substantial legal fees and paying substantial monetary damages in the
event we lose; or

[1 developing non-infringing technologies, which may not be feasible.

Any one or several of these alternatives could place substantial financial and other burdens on us and hinder our
business. Litigation, which could result in substantial costs to us and diversion of our resources, may 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 in litigation relating to alleged patent infringement or
other intellectual property matters, it may prevent us from manufacturing particular products or using particular technologies,
which may reduce our opportunities to generate revenues.

As of December 31, 2015, we held 226 patents in force. We intend to continue to file patent applications when
appropriate. The process of applying for patents to obtain 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 respect our intellectual property rights to the same extent as the 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 may reduce our opportunities to generate revenues. In the event that we are unable to enforce our
intellectual property rights, our business may be harmed.

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 TPSCo’s facilities 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 may be subject
to substantial liability or may be required to suspend or significantly modify our manufacturing operations.

We are subject to 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 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 and/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 greater amounts may have an adverse effect on our business and financial results.

We are subject to risks related to our international operations.

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

[1 JPY and NIS fluctuations against the USD, see above “Our exposure to currency exchange and interest rate
fluctuations may increase our cost of operations”;

[J the burden and cost of compliance with foreign government regulation, as well as compliance with a variety of
foreign laws;

[] general geopolitical risks, such as political and economic instability, international terrorism, potential hostilities
and changes in diplomatic and trade relationships;

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

[1 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;

[] adverse foreign and international tax rules and regulations, such as withholding taxes deducted from
amounts due to us may not be refunded to us by the tax authorities since we are not entitled to foreign tax credit
in Israel;

[1  weak protection of our intellectual property rights in certain foreign countries;
[] delays in product shipments due to local customs’ restrictions;

[ laws and business practices favoring local companies;

[ difficulties in collecting accounts receivable; and

[] 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 all
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 senior executive officers, senior managers and skilled technical and other
personnel. Our business could suffer if we lose the services of some of these personnel due to resignation, medical absence,
illness or other reasons, and cannot find and integrate adequate replacement personnel into our senior management, business
or operations in a timely manner. In particular with respect to our acquired TPSCo and TJT fabs, there is no assurance that the
employees will successfully integrate and adjust to the new business and working requirements which are relevant to an
independent manufacturing company, including transfer and ramp up of new technologies, engagement with new customers
and compliance with manufacturing and service commitments to a diversified customer base. 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 forecasts are premised on the increasing use of outsourced foundry services by both fabless semiconductor
companies and integrated device manufacturers. Our business may not meet our forecasts 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. If the broader trend to outsourced foundry services does not prove applicable
to the specialty process technologies that we are focused on, our business and financial results may not meet our forecasts.

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 may 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, including their
schedule and budget requirements, depends on the availability and quality of the relevant services, tools and intellectual
property provided by electronic design automation vendors and design service providers. 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 established by other countries. Failure to comply with
existing or evolving U.S., Israeli, Japanese or other applicable governmental regulation or to obtain timely domestic or
foreign regulatory approvals or certificates could materially harm our business by reducing our sales, requiring extensive
modifications to processes that we use in our product manufacturing, or requiring extensive modifications to our customers’
products. We may not export products using or incorporating controlled technology without obtaining an export license.
These restrictions may make foreign competitors facing less stringent controls on their processes and their customers’
products more competitive in the global market. The relevant government may not approve any pending or future export
license requests. In addition, the list of products and countries for which export approval is required, and the regulatory
policies with respect thereto, could be modified from time to time.

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, with adequate
coverage, 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 and TPSCo’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, which was renewed for three additional years, effective as of July 1, 2015.
Similarly, a significant portion of TPSCo’s employees at its fabs in Japan are represented by a union and covered by a
collective bargaining agreement. We cannot predict the effect that continued union representation or future organizational
activities will have on these fabs’ business. Specifically under TPSCo’s collective bargaining agreement, the union and the
company are required to first negotiate any points of dispute before taking any action such as work stoppages, strikes or other



collective actions. We cannot assure you that Jazz and TPSCo’s fabs will not experience a material work stoppage, strike or
other collective action in the future, which may disrupt their production and adversely affect our customer relations and
operational results.

Our production yields and business 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. TPSCo fabs are located in Japan, which 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 an earthquake. Earthquakes may lead to fire in the fabs or other material damage, and any resulting damage could
seriously disrupt production and result in reduced revenues. Although we maintain insurance policies to reduce potential
losses that may be caused by earthquakes and other natural disasters, including business interruption insurance, our insurance
coverage may not be sufficient to cover all of our potential losses. If any of our fabs were to be damaged or cease operations
as a result thereof, and if our insurance proves to be inadequate, it may reduce our manufacturing capacity and revenues and
may expose us to liability for third party claims. A power outage, even of very limited duration, caused by an earthquake or
other natural disaster may result in a loss of wafers in production, deterioration in our fab yield and substantial downtime to
reset equipment before resuming production, 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. Legislative developments 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 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, including snow storms, may
harm the distribution of our products. We cannot predict the economic impact, if any, of disasters resulting from 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]. We comply with the annual disclosure and reporting requirements adopted by the SEC with respect to use of
conflict minerals mined from the DRC and adjoining countries. There may be costs associated with complying with these
disclosure requirements (for example, if supplier changes become necessary), 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 continue to comply



with these requirements, there can be no guarantee that we will be able to gather all the information required from our
vendors. In addition, there is increasing public sentiment that companies should avoid using conflict minerals from the DRC
and adjoining countries. Although we believe our suppliers do not rely on such conflict minerals, either because the suppliers
are located outside of the DRC and adjoining countries, or because our suppliers have been certified as “conflict-free” by an
internationally-recognized validation scheme, there can be no guarantee that we will continue to be able to obtain adequate
supplies of materials needed for our production from such suppliers. A failure to obtain necessary information or to maintain
adequate supplies of materials from supply chains outside the DRC and adjoining countries, or that have been certified as
“conflict-free” by an internationally-recognized validation scheme, may delay our production, increasing the risk of losing
customers and business.

Risks relating to construction activities adjacent to Fab 3 and its fabrication facility lease.

Jazz leases its fabrication facilities and offices under lease contracts that Jazz can extend until 2027, through the
exercise of an option at Jazz’s sole discretion to extend the lease period from 2022 to 2027. A few years ago, the landlord
began a construction project adjacent to the fabrication facility. Although Jazz does not anticipate an adverse impact to its
operations, it is possible that construction activities adjacent to Jazz’s fabrication facility could result in temporary reductions
or interruptions in the 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 could limit or delay Fab 3’s production, which may adversely affect our
business and operating results. In addition, an unplanned power outage caused by construction activities, even of very limited
duration, could result in a loss of wafers in production, deterioration in Fab 3’s yield and on schedule delivery and substantial
downtime to reset equipment before resuming production, which may cause customer dissatisfaction and cause customers to
contemplate transferring their product orders to other fabs, which may adversely affect our revenues and financial results. In
addition, the lease amendment sets forth certain obligations of Jazz and the landlord, including certain noise abatement
actions at the fabrication facility.

Risks Related to Our Securities

Tower's outstanding debentures are subordinated to Tower's indebtedness to its banks and other obligations to secured
creditors and Jazz’s notes are subordinated to Jazz's secured indebtedness to its bank.

Tower's outstanding debentures (Series D and F totaling $7 million as of December 31, 2015, which are due for
payment in December 2016) are subordinated to (i) approximately $83 million in the aggregate payable to the banks as of
December 31, 2015 under Tower’s facility agreement; and (ii) any obligations to the Investment Center of the Israeli Ministry
of Economy under the Investment Center’s “Approved Enterprise” program in relation to Fab 2. Tower has not guaranteed
any of TPSCo or Jazz's debt, including Jazz's debt under its bank loan and Jazz's debt to its note holders. Jazz's notes (totaling
$58 million as of December 31, 2015) are subordinated to approximately $19 million outstanding as of December 31, 2015
under Jazz's bank credit line of up to $70 million.

Fluctuations in the market price of our traded securities may significantly affect our ability to raise new capital.

The stock market and the Israeli convertible debentures’ and straight bonds’ markets, in general, have experienced
volatility that often has been unrelated to the operating performance of the related companies. The share price for many
companies in the semiconductor industry has experienced wide fluctuations, which has 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 equity and debt securities, regardless of Tower’s actual operating performance.

In addition, it is possible that Tower’s operating results may differ from the expectations of public market analysts
and investors, which may adversely affect the price of Tower’s securities.



Such adverse fluctuations in the market price of our equity and debt securities may also negatively impact our ability
to raise new capital in order to finance our growth plans, obligations and liabilities and/or re-finance our debt, and/or may
cause us to receive less favorable terms than expected.

Market sales of Tower’s shares or conversion or exercise of a material portion of securities into shares or issuance of new
ordinary shares, or even the perception that such may occur, may depress the market price of Tower’s shares, impair our
ability to raise future capital through the financial markets and may limit our ability to fund our growth plans, our debt
and other liabilities, which may have adverse effects on our business and financial position.

Market sales of Tower’s shares, or a conversion or exercise of a material portion of our convertible securities
(including notes, warrants and options), or issuance of new ordinary shares, or even the perception that such sales,
conversions, exercises or issuances may occur, could depress the market price of Tower’s ordinary shares, may impair our
ability to raise capital, may limit our ability to fund our growth plans and to service our debt and other liabilities, which may
have an adverse effect on our business and financial position.

Any inability to comply with Section 404 of the Sarbanes—Oxley Act of 2002 regarding internal control attestation or any
SEC filing requirement may adversely affect our financial position.

We are subject to the reporting and filing 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 may negatively impact us and our ability to access the capital
markets. In addition, we are required to file reports and other information with the SEC under the Securities Exchange Act of
1934 and the regulations thereunder applicable to foreign private issuers. Failure by us to file reports and other information
with the SEC under the Securities Exchange Act of 1934 and the regulations thereunder may result in a deficiency and may
negatively impact our financial position.

Risks Related to Our Operations in Israel
Instability in Israel may harm our business.

Fab 1 and Fab 2 manufacturing facilities, Tower’s design center and certain of Tower’s 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, Israel has been and is subject to armed conflict with
neighboring states and 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 may adversely affect our operations and make it more difficult for us to do business and raise capital. Furthermore,
we could experience serious disruption to our manufacturing in Israel if acts associated with said 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 incurred, and any losses or damages incurred by us may have a material adverse effect on our business.

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 may harm our operations and/ or our business.

If the exemption allowing us to operate our Israeli manufacturing facilities seven days a week is not renewed, our
business may 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 on
December 31, 2016. If the exemption is not renewed in the future, as it has been regularly in past years, and we are forced to
close either or both of the Israeli facilities for this period each week, our financial results and business may 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.

Tower is incorporated in Israel. Most of Tower’s executive officers and directors are nonresidents of the United
States, and a majority of Tower’s assets (excluding its U.S. subsidiaries and their assets) and the assets of these persons are
located outside the United States. Therefore, a judgment obtained against Tower or any of our executive officers and directors
in the United States, including one based on the civil liability provisions of the U.S. federal securities laws, may not be
collectible in the United States (except to the extent that it relates to one of Tower’s US subsidiaries) and may not be enforced
by an Israeli court. Additionally, it may be difficult to enforce civil liabilities under U.S. federal securities laws claimed in
original actions instituted in Israel.

Provisions of Israeli law may delay, prevent or otherwise impede a merger with, or an acquisition of, our company, which
may prevent a change of control, even when the terms of such a transaction are favorable to us and our shareholders.

Israeli corporate law regulates mergers, requires tender offers for acquisitions of shares above specified thresholds, requires
special approvals for transactions involving directors, officers or significant shareholders and regulates other matters that
may be relevant to such types of transactions. For example, a merger may not be consummated unless at least 50 days have
passed from the date on which a merger proposal is filed by each merging company with the Israel Registrar of Companies
and at least 30 days have passed from the date on which the shareholders of both merging companies have approved the
merger. In addition, a majority of each class of securities of the target company must approve a merger. Moreover, a tender
offer for all of a company’s issued and outstanding shares can only be completed if the acquirer receives positive responses
from the holders of at least 95% of the issued share capital. Completion of the tender offer also requires approval of a majority
of the offerees that do not have a personal interest in the tender offer, unless, following consummation of the tender offer, the
acquirer would hold at least 98% of Tower’s outstanding shares. Furthermore, the shareholders, including those who
indicated their acceptance of the tender offer, may, at any time within six months following the completion of the tender offer,
claim that the consideration for the acquisition of the shares does not reflect their fair market value, and petition an Israeli
court to alter the consideration for the acquisition accordingly, unless the acquirer stipulated in its tender offer that a
shareholder that accepts the offer may not seek such appraisal rights, and the acquirer or the company published all required
information with respect to the tender offer prior to the tender offer’s response date. Furthermore, Israeli tax considerations
may make potential transactions unappealing to Tower or to its shareholders whose country of residence does not have a tax
treaty with Israel exempting such shareholders from Israeli tax. These and other similar provisions may delay, prevent or
impede a merger with or an acquisition of our company, even if such a merger or acquisition would be beneficial to Tower or
its shareholders.

The rights and responsibilities of Tower's shareholders will be governed by Israeli law which differs in some material
respects from the rights and responsibilities of shareholders of U.S. companies.

The rights and responsibilities of the holders of Tower's ordinary shares are governed by its articles of association
and by Israeli law. These rights and responsibilities differ in some material respects from the rights and responsibilities of
shareholders in typical U.S.-registered corporations. In particular, a shareholder of an Israeli company has certain duties to
act in good faith and fairness towards the company and other shareholders, and to refrain from abusing its power in the
company. There is limited case law available to assist Tower shareholders in understanding the nature of this duty or the
implications of these provisions. These provisions may be interpreted to impose additional obligations and liabilities on
holders of Tower's ordinary shares that are not typically imposed on shareholders of U.S. corporations.
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Material Changes

No other material changes have occurred since December 31, 2014 that are not included in this
prospectus or in our annual report on Form 20-F for the year ended December 31, 2014, 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.



Capitalization and Indebtedness

The following table sets forth our long-term debt (including current maturities), debentures and
capitalization as of December 31, 2015 on an actual basis.

As of December 31, 2015
(US dollars in thousands)

Bank Loans 237,730

Debentures 52,404

Customers’ advances 44,475
her lone- liabilit;

Other long-term liabilities 91,542

Shareholders’ equity:

Ordinary Shares, NIS 15.00 share par

value* 326,572

Additional paid-in capital 1,273,545

Capital notes 48,553

Cumulated stock based compensation 58,209

Accumulated other comprehensive loss (26,810)

Accumulated deficit (1,273,654)

Treasury stock, 86,667 shares (9,072)

Total shareholders’ equity 397 343

Non controlling interest 1,757)

Total equity 385,586

Total capitalization 811,737

*150 million authorized shares; approximately 82.1 million issued and outstanding ordinary
shares;
The approximately 82.1 million issued and outstanding ordinary share count on an actual
basis excludes the following securities as of December 31, 2015:

(1 Approximately 6.7 million ordinary shares issuable upon exercise of
outstanding options and RSUs;

(i1) Approximately 5.9 million ordinary shares issuable upon exercise of
outstanding warrants;

(111) Approximately 5.9 million ordinary shares issuable upon conversion of
outstanding debentures; and

(1v) Approximately 3.0 million ordinary shares issuable upon conversion of

equity equivalent capital notes.



3.10

3.11

3.12

3.13

Dividends

Under the credit facility agreements made between the Company and the financial institutions
providing it credit, the Company is not permitted to undertake to declare or pay a dividend or to
make any other distribution or to redeem any of the shares or convertible securities, unless such
financial institutions specifically grants the Company this right.

Use of 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.

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 business 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.

Expenses of 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.

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, 2014,
filed on May 14, 2015;

Report on Form 6-K dated February 29, 2016.

Report on Form 6-K furnished to the SEC on May 9, 2016 (only with
respect to the US GAAP information set forth in the Interim
Consolidated Balance Sheets, Interim Consolidated Statements of
Operations and Interim Consolidated Statements of Cash Flows)
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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

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: 972-4-654-6510
Attention: Chief Legal Officer

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.

Where You 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
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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 on the
TASE and on 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.

Legal Matters

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

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., Certified Public Accountants, a
member of Deloitte Touche Tohmatsu Limited, 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 Shares 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
Commission’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 Shares

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. 141 14.1.1 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
a nominees’ 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 all 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 the right of a shareholder as mentioned in article
14.1 above in a share in its entirety, unless a competent court otherwise directs.

Share Certificates

15.  The certificates attesting to a proprietary right in shares shall bear the Company’s stamp
and the signatures or facsimile signature lawfully stamped of two directors, together
with the Company’s secretary or any other person who has signatory authority on behalf
of the Company.



16.

17.

18.

19.

The board of directors may resolve that the signature shall be effected mechanically, as
determined by the board of directors.

Save where the issue terms of shares otherwise provide:

16.1. every registered shareholder is entitled to receive from the Company, on his
request, without payment, within six months of the allotment or registration of
the transfer, one certificate attesting to his title to the shares registered in his
name. The Company shall not refuse the demand of a registered shareholder to
receive a number of certificates instead of one certificate, unless the demand is
unreasonable, in the board of directors’ opinion. A shareholder that has sold or
transferred some of his shares shall be entitled to receive, without payment, a
certificate in respect of his remaining shares;

16.2. a nominee’s company is entitled to receive from the Company, on its request,
without payment, within six months of the allotment or registration of the
transfer, a certificate attesting to the number of shares and the class of shares
recorded in its name in the shareholders’ register.

Subject to the provisions of the Companies Law, each certificate shall detail the quantity
of shares in respect which it has been issued, their nominal value and their serial
numbers.

A certificate relating to a share registered in the name of two or more persons shall be
delivered to the person whose name appears first in the shareholders’ register in relation
to such share, unless all the registered holders of the share instruct the Company in
writing to deliver it to another registered holder.

If a share certificate is defaced, spoiled, lost or impaired, the board of directors may issue
a new certificate in its stead, provided that the share certificate is furnished to the
Company and destroyed by it, or it is proved to the board of directors’ satisfaction that
the certificate has been lost of destroyed and the Company receives guarantees to the
board of directors’ satisfaction for any possible damage. The board of directors may
require payment determined thereby from a person who has requested a new share
certificate be issued as stated in this article.

Payments for Shares

20.

All the shares in the Company’s issued capital shall be fully paid up shares.

Forfeiture of Shares

21.

21.1 If a shareholder did not pay the consideration or part thereof he undertook
to pay upon the date and the terms stipulated by the Company upon
allotment of the share, the board of directors may at any time, deliver to him
a notice and demand to pay the consideration or part thereof which was not
paid as aforesaid, including any interest and linkage or exchange rate
differentials accrued on the said amount.

21.2. The notice shall fix an additional day, which shall not be earlier that the
expiry of thirty days from the date of the notice, and it shall specify that in



the event of failure to pay upon the date specified or prior thereto, the shares
in respect of which the notice is given may be forfeited.

21.3. If the demands of the notice are not met, each share in respect of which the
notice was given may be forfeited in accordance with a resolution of the
board of directors in this regard, at any time after the notice was given and
prior to the payment demanded in the notice having been made.

21.4. A share which was forfeited shall be deemed to be the property of the
Company and it shall not grant any rights whatsoever until it has been sold
by the Company. The board of directors may, subject to the provisions of
these articles, to sell the share, deliver it or allot it in another manner on the
terms and in the manner the board of directors deems fit, and at any time
prior to the sale or delivery, the board of directors may cancel the forfeiture
upon the terms it deems fit.

21.5. A person whose shares have been forfeited shall cease to be a shareholder in
respect of the forfeited shares, but shall remain liable to pay to the Company
all the amounts due therefrom at the time of the forfeiture, plus expenses
involved in the sale of the forfeited shares.

21.6. An affidavit in writing, with the declarant being a director, that a share has
been duly forfeited on the date specified in the declaration, shall be
conclusive evidence of the facts specified therein against all persons
claiming a right in the share, and the said declaration, along with a receipt of
the Company on the price, shall be conclusive evidence of the title to the
share and the person to whom the share is sold or delivered, shall be
recorded as the shareholder and shall not be obligated to inquire for which
purpose, if any, the sale proceeds were applied, and shall not derogate from
his right to a share if any flaw or defect in the proceedings for the forfeiture,
sale or delivery of the share.

Transfer and Transmission of Shares

22.

23.

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.

A share transfer instrument shall be drawn up in writing, in the following form or in a
form as similar thereto as possible, or in another form approved by the board of

directors:

“I of , ID NO. (hereinafter




24,

25.

26.

27.

28.

29.

30.

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 I held them at the time of signing
this instrument, and I, the transferee, agree to accept the aforementioned shares on these
terms.

As witness our hands this day of

The Transferor’s Signature The Transferee’s Signature

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

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.

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.

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.

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

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

The Company shall 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.

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.

32.

33.

34.

35.

31.1 Subject to the provisions of these articles, the Company shall alter 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.

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.

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 shall retain their right to refuse to approve
the share's transfer to another in accordance with the provisions of article 31.2 above.

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 all 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.

The board of directors may recognize a waiver of a share allotment by the allottee in
favor of another, on such terms as it determines.

Alterations to Capital

36.

37.

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, as it
determines.

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 all 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. allot each shareholder who has been left with a fraction of a share, as a 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 a whole share in respect of a fraction of a share;

38.4. determine that shareholders shall be entitled to receive a whole share in
respect of a fraction of a whole share of a certain nominal value or less and
shall be entitled to receive a whole share in respect of a fraction of a whole
share whose nominal 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 class is received 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.

42.

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, regardless of the number of shares held by them.

The rights vested in the shareholders or the holders of a class of shares issued with
ordinary, preferred or other special rights shall not be deemed to have been converted,
reduced, impaired or otherwise altered 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 Issue of Shares and Other Securities

43.

44.

45.

46.

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.

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.

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

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, in its

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.

48.3.

48.4.

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

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

The Company shall keep a register 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.

49.3.

49.4.

49.5.

49.6.

49.7.

amendments to the Company’s articles or memorandum of association;
the exercise of the board of directors' powers by the general meeting, if

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;

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



50.

51.

52.

53.

54.

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

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.

The agenda at the annual general meeting shall include the following matters:

51.1. a discussion on the Company’s financial statements and the board of
directors’ report on the state of the Company’s affairs, which is submitted to
the general meeting;

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

51.3. the appointment of an auditor;

51.4. the board of directors' report on the auditor’s remuneration for the audit and

for other services, if any;

51.5. 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 rights in the Company.

If the board of directors is requisitioned to convene a special meeting, as mentioned
above, it shall do so within 21 days of the requisition being submitted, at the time
determined in the notice of the special 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 all
subject to the provisions of the Companies Law.

If the board of directors does not convene a special 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.

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



55.

56.

57.

58.

59.

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.

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 general 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 general
meeting and shall not impair discussions held thereat, subject to the provisions of any
law.

The board of directors may alter the place and date of a general 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 alteration is given in the
same manner in which notice of the general 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
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61.

62.

63.

64.

presence, in person or by proxy, of two or more shareholders 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 a quorum 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, at 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 general 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 resolutions 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 Meetings

65.

66.

67.

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.

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.

A proxy may participate in discussions at the general meeting and be elected as the
meetings chairman in the same way as the appointing shareholder would have been
entitled thereto, unless otherwise stated in the appointment instrument.
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69.

70.

71.

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.

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.

The instrument 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 general 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 deems fit, 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 authorized therefor in writing, and by a witness 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.

71.1 The appointment instrument shall be drawn up in the following form of
wording or in a form of wording as similar thereto as possible:

“1 , of , as a shareholder of Tower Semiconductor
Ltd, hereby appoint __of or in 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.
As witness my hand on signature”
* state the number of shares.
** gtate the class of shares.

71.2. The appointment instrument shall state the class and number of the shares in
respect of which it is being given. If the appointment instrument does not
state the number of shares in respect of which it is being given or if it states a
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77.

78.

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.

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 is being 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, all the appointment instruments given by such shareholder shall be
void.

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.

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.

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.

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.

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

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.



79.

80.

81.

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.

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.

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.

81.1 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 unless it 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 majority, 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 majority or was
rejected, 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.

Dividends, Funds and Capitalization of Funds and Profits

142.

143.

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
a general fund or reserve fund for any requirements or objects, as determined by the
board of directors in its discretion.

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 special 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 as it determines.
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147.

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.

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.

146.1

146.2.

(a) Subject to the provisions of the Companies Law, the board of directors
may resolve to allot 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.

The board of directors resolving on an allotment 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 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 allotted
therefrom.

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
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151.

152.

shareholders pro rata to the nominal value of each share, without having regard to any
premium paid thereon.

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 fit 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 is required in order to enable the allotment.

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

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 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.

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 all 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 all the relevant parties.

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



153.

154.

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. (a) 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 company or in any other manner
determined by the board of directors.

In cases where the board of directors determines the payment of a dividend, the
allotment 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 a
right 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.

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 a right 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 a right to inspect the
Company’s documents, or any of them, including to the shareholders, or any
of them, as it deems fit.

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

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.

162.

163.

164.

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.

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

163.1 Without derogating from the aforesaid, the Company may give a notice or
document to a shareholder through personal delivery or by facsimile 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 personally 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.

Any written notice or other document may be served by any shareholder upon the
Company by tendering the same in person to the Secretary or the Chief Executive
Officer of the Company at the principal office of the Company or by sending it by
prepaid registered mail (airmail if posted outside Israel) 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
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171.

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 actually 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.

The delivery of a notice or document to a family member living with the person for
whom it is intended shall be deemed delivery to such person.

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 all 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.

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.

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.

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 shall 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 majority, 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.

Capitalization

174.

175.

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 majority, 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.

In order to perform the provisions of articles 173 and 174 above, the general meeting
may, in a resolution passed by a special 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.

177.

178.

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 all 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.

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.

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 special 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 shares in the Company which are held by
them.
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