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Public Company Limited by Shares
Companies Law, 5759-1999

Articles of Association
Internet Gold - Golden Lines Ltd.

1. Interpretation

Unless the context otherwise requires, in these Articles the following terms shall
have the meaning ascribed to them below:

“These Articles” or “the Shall mean these Articles of Association as set
Articles” forth herein or as amended by the shareholders
from time to time;

"Administrative A proceeding instituted pursuant to (a) Chapter

Proceeding” H3 of the Securities Law, “Imposition of
Monetary  Sanctions by the  Securities
Authority”; (b) Chapter H4 of the Securities
Law, “Imposition of Administrative
Enforcement Sanctions by the Enforcement
Committee”; (c) Chapter 11 of the Securities
Law, “Arrangement for the Avoidance of
Proceedings or Termination of Proceedings,
which is Subject to Conditions” or (d) Chapter
14(d) of the Companies Law ;

The “Company” Shall mean Internet Gold - Golden Lines Ltd.

The “Board of Directors” Shall mean the Board of Directors of the
Company, appointed in accordance with the
provisions of these Articles;

The “Companies Law” or ~ The Companies Law 5759-1999, as amended
the “Law” from time to time;

The "Communications Law" The Israeli Communications Law
- (Telecommunications and Broadcasting), 1982

The "Communications The Israeli Communications Order
Order™ (Telecommunication and Broadcasting)
(Determination of Essential Service Provided by
"BEZEQ" - the Israel Telecommunication Corp.,
Limited), 5757-1997, issued by the Israeli
Minister of Communications, as amended from



time to time

The “Securities Law” Shall mean the Securities Law, 5728-1968, as
amended from time to time;

The “Office” Shall mean the office of the Company, as
registered from time to time;

The “Shareholders Register” Shall mean the shareholders register that should
be maintained in accordance with the Law and
the provisions of these Articles;

“Writing” Shall mean print, photocopy, telegram, telex,
facsimile, email and any other form of writing,
creation or imprint of words in a visible form;

“Ordinary Resolution” A resolution adopted at a general meeting
(whether annual or extraordinary) by a majority
of the voters (without taking into account
abstentions);

"Bezeq" the Israeli  Telecommunications

Bezeq Corporation Ltd.;

“Exceptional Holdings (or ~ Shall have the meaning assigned to such term in

Excess Holdings)” the Communications Order, for so long as the
(Hakhzakot Khorgot) Communications Order applies to the Company;
“Means of Control” Any of the following: (1) the right to vote at a

General Meeting of the Company; (2) the right
to appoint a Director or General Manager of the
Company; (3) the right to participate in the
profits of the Company; or (4) the right to a
share of the remaining assets of the Company
after payment of its debts upon liquidation.

The "Ministers" Shall have the meaning assigned to such term in
- the Communications Order;

"Principal Shareholder" A Person holding, directly or indirectly, 5% or
- more of the issued share capital of the Company.

Unless the context otherwise requires and subject to the provisions of this Article,
terms defined in the Companies Law shall have the meaning ascribed to them therein;
words and expressions importing the singular shall include the plural and vice versa;
words and expressions importing the masculine gender shall include the feminine
gender; and words referring to individuals shall include corporate entities.



2.

3.

4.

5.

Company Purposes

The Company purposes shall be as set forth in the Company's Memorandum of
Association, as amended from time to time.

Limitation of Liability

(a) The liability of a shareholder of the Company shall be limited to the amount
due by such holder in respect of his shares, and in any event no less than the
nominal value of each of such holder’s shares.

(b) In the event that the Company issues shares for a consideration lower than their
nominal value, as stipulated in Section 304 of the Law (the “Reduced
Consideration”), the holder of such shares shall only be liable for payment of
the Reduced Consideration with respect to shares issued to him as mentioned
above.

Articles of Association

(@) The Company may amend the Articles by an Ordinary Resolution at the
general meeting of the Company, subject to Article 20(1).

(b) Any amendment of the Articles abrogating the rights of any particular class of
shares shall require consent of the meeting of shareholders of such class.
Notwithstanding the provisions of this section, an alteration of the Articles
requiring a shareholder to purchase further shares or to increase the scope of
his liability shall not bind the shareholder without his consent.

Share Capital

(a) The registered share capital of the Company is NIS 5,010,000, divided into
501,000,000 ordinary shares, nominal value NIS 0.01 each (the “Shares” or
“Ordinary Shares”™).

(b) All Ordinary Shares rank pari passu with one another for all intents and
purposes, and each Ordinary Share confers upon its holder the following rights:

[1] The right to be invited to and participate in the general meetings of
shareholders of the Company, and the right to one vote with respect to
every Ordinary Share at each general meeting of the Company in which
the holder participates;

[2] The right to receive dividends and bonus shares if and when distributed,
pro rata to the nominal value of the Shares, and regardless of any premium
paid with respect thereto;

[3] The right to participate in the distribution of the Company’s assets after
liquidation, according to such holder’s pro rata holding out of the
Company’s issued and outstanding share capital,

(c) Notwithstanding the above, the Company may create shares of different classes
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as provided in these Articles and in accordance with the law.

6. Recapitalization; Change in Rights

(a) The general meeting of shareholders of the Company may, by an Ordinary
Resolution, and subject to the provisions of Section 46B of the Securities Law
and subject to any other applicable law:

[1]

[2]

[3]

[4]

[5]

[6]

Increase its share capital by an amount as may be resolved, by the creation
of new shares, under the terms and which will confer the rights as may be
resolved. Such a resolution may be adopted regardless of whether all the
existing shares have been issued or resolved to have been issued.

Unless otherwise resolved in the resolution of the general meeting to
increase the share capital, any new share capital shall be deemed part of
the Company’s original share capital and shall be subject to the same
Articles with regard to calls on shares, liens, transfer, ownership,
forfeiture or any other provisions governing the original share capital,

To consolidate any or all of the share capital of the Company and to divide
it into shares of larger nominal value, and if the Shares have no nominal
value — into a smaller number of Shares, provided however that this does
not alter the proportion of the holdings of issued share capital;

To divide any or all of the share capital of the Company into Shares of
smaller nominal value, and if the Shares have no nominal value — into a
smaller number of Shares, provided however that this does not alter the
proportion of the holdings of issued share capital;

Change, cancel, convert, extend, add to or otherwise alter the rights,
preferences, privileges, restrictions and provisions, whether attached at
such time to Company Shares or not;

Cancel unissued registered share capital, provided that there is no
obligation by the Company, including a conditional obligation, to issue
any of these Shares;

To reduce the share capital in the manner, under the terms and subject to
the authorizations as required by the Law;

(b) The creation or issuance of additional Shares of the same class shall not be
deemed an abrogation or change of the rights of such particular class of Shares,
except as provided in the terms of issuance of such Shares.

(c) Any amendment, conversion, cancellation, expansion, addition to or other
change in the rights, preferences, privileges, restrictions or provisions attached
to any particular class of shares issued to shareholders of the Company, shall
require the written consent of holders of all issued shares of such particular
class, or authorization by an Ordinary Resolution adopted at an Extraordinary
Meeting of such class.



(d) The provisions of these Articles relating to general meetings shall, mutatis

mutandis, apply to any general meeting of the holders of a particular class of
shares.

(e) In order to effectuate any such resolution, the Board of Directors may settle

(f)

any difficulty that may arise, at its discretion. Without derogating from the
powers of the Board of Directors as mentioned above, in the event that a
capital consolidation creates fractional shares, the Board of Directors may:

[1] Sell all the fractional shares, and for this purpose appoint a trustee in
whose name the share certificates with respect to such fractional shares
shall be issued and who will sell these shares, and the proceeds of the sale,
less commission and expenses, shall be divided among the entitled
shareholders;

[2] To issue to each shareholder who would have, after the consolidation, been
entitled to a fractional share, paid-up shares of the class that such holder
had prior to the consolidation, in such number that together with the
fractional share, will create one whole share, and such issuance shall be
deemed to have been effected immediately prior to the consolidation;

[3] To determine that the shareholders shall not be entitled to receive a
consolidated share with respect to a fractional consolidated share arising
from the consolidation of half (or less) the number of shares whose
consolidation creates one whole consolidated share, and that they shall be
entitled to receive a consolidated share with respect to a fractional
consolidated share arising from the consolidation of more than half of the
number of shares whose consolidation creates one whole consolidated
share;

[4] In the event that action in accordance with Sections (2) or (3) above
requires the issuance of additional shares, the payment with respect to such
shares shall be effected in the same manner as the payment of bonus
shares. Consolidation and subdivision as stated above shall not be deemed
alteration of the rights attached to the consolidated or subdivided shares.

In the event of consolidation of shares into shares of greater nominal value, the
Board of Directors may determine arrangements in order to settle any difficulty
that may arise in connection with such consolidation, and in particular may
determine which shares shall be consolidated into any particular share, and in
the event of consolidation of shares that are owned by several holders, the
Board of Directors may determine the arrangements for the sale of the
consolidated share, the method of sale and the method in which the net
proceeds shall be divided, and to appoint a person who will effect the transfer,
and any action carried out by such person shall have full force and effect and
may not be challenged.

(9) The Board of Directors shall be responsible for the securities of the Company

and may issue or grant such securities at its discretion, subject to the law and
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the provisions of these Articles. The Board of Directors may:

[1] Issue or grant shares and other securities, convertible or exercisable into
shares, up to the Company’s registered share capital, including the
issuance (or otherwise handle them) for cash or non-cash consideration,
subject to such conditions and terms, and whether at a premium, nominal
value or discount, and at such dates as the Board of Directors may see fit;

[2] Resolve to issue a series of debentures, as part of the power of the Board
of Directors to take loans on behalf of the Company, and up to the limit of
such power;

(h) Unless the Company otherwise resolves in an Ordinary Resolution, in the event
that a private placement is offered to a shareholder of the Company, there is no
obligation to make a similar offer to all other shareholders of the Company.
The Board of Directors may offer securities of the Company to any person at
its discretion, whether or not any or all of the Offerees are holders of securities
of the Company, and all in accordance with the provisions of the law, these
Articles and the agreements by which the Company is bound at the time of
such issuance.

(i) Upon issuance of shares, the Board of Directors may designate different terms
for different shareholders with respect to the consideration, the calls on shares
and/or the dates of payment.

7. Ownership of Shares

(a) The Company shall be entitled to treat the person registered as the holder of
any share, as the absolute owner thereof, and accordingly, shall not be bound to
acknowledge any trust or other right, whether at law or in equity, of any other
person to or in respect of such share, except subject to an order by a competent
court or as otherwise required by law. The foregoing shall not apply to a
nominee company, as defined by law.

(b) In the event that the Company receives an application to be registered as a
shareholder from a person who has shares registered to his name with a
member of the stock exchange, and such shares are registered in the Register of
Shareholders in the name of a nominee company, the Company shall register
such person in the Register of Shareholders subject to all of the following
conditions:

[1] The applicant provided the Company with an undertaking from such stock
exchange member to notify the Company of the applicant’s new holdings
immediately upon performance of any action that alters his holdings in the
relevant shares;

[2] The applicant has provided the Company with a written undertaking to
notify the Company of any such actions;

(c) If two or more persons are registered together as holders of a share, each one of
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them shall be permitted to give receipts binding all the joint holders for
dividends, shares, bonus shares, share certificates, debentures, warrants or
other monies or rights received from the Company in connection with the
share, even if such dividends, shares, bonus shares, share certificates,
debentures, warrants or other monies or rights were delivered to another of the
joint holders.

(d) The Company may at any time pay commission to any person with respect to
his conditional or unconditional signature or agreement sign on any share,
debenture or series of debentures of the Company or with respect to his
conditional or unconditional consent to cause any third party to sign any share,
debenture or series of debentures of the Company, all in accordance with the
provisions of the law.

(€)

[1] The executors or administrators of a deceased shareholder, or in the
absence of same, his entitled heirs, shall be the only persons recognized by
the Company as having any title to or interest in the shares registered in
the name of such holder.

[2] In case of a share jointly registered to several holders, then, subject to the
provisions of the law, the surviving joint holders alone shall be recognized
by the Company as having any title to or interest in the share.

[3] A joint holder may transfer his joint-ownership in accordance with the
provisions of these Articles.

[4] In case of a shareholder that is a corporate entity under receivership or
liquidation, the Company may recognize the receiver or liquidator of such
shareholder as having title or interest in such holder’s shares, and in the
case of a legally incompetent, the Company may recognize his guardian,
or, if such person who is in bankruptcy, his trustee.

(F) Any person becoming entitled to a share in consequence of the death of a
shareholder, upon producing evidence of the grant of probate or letters of
administration or declaration of succession, demonstrating that such person is
entitled to the shares of the deceased shareholder, may elect either to be
registered himself as the holder of the share or, subject to Board of Directors
approval in accordance with these Articles, transfer such shares.

8. Share Certificates

(a) Each share certificate issued by the Company shall bear the seal of the
Company and the signatures of two directors, or the signature of the general
manager of the Company and one director or such other person as the Board of
Directors may designate.

(b) Each shareholder shall be entitled to receive from the Company, within six
months from the date of issuance or registration of transfer, one share
certificate in respect of all of the shares registered in his name and fully paid
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9.

up, or, if approved by the Board of Directors, several share certificates, each
for one or more of such shares.

(c) Each share certificate shall denote the serial numbers of the shares represented
thereby and any other detail that the Board of Directors may deem important or
that must be denoted in accordance with the law.

(d) A share certificate denoting two or more persons as joint owners of the shares
represented thereby shall be delivered to the person first named on the Register
of Shareholders in respect of such joint ownership, and the Company shall not
be obligated to issue more than one certificate to all joint holders; a certificate
delivered to any one of the joint holders shall be deemed to have been
delivered to all of them.

(e) A share certificate defaced, lost or destroyed may be replaced upon furnishing
of evidence to the satisfaction of the Board of Directors, proving such
defacement, loss or destruction and subject to the submission to the Company
of securities against all possible damages as the Board of Directors may think
fit, and all against payment, if imposed.

(F) The Company may issue share warrants in place of registered shares. Where a
share warrant is issued in place of a share registered under a person’s name, the
share shall be registered in the Register of Shareholders as a bearer share, and
the name of the shareholder shall be removed from the Register of
Shareholders.

(9) A shareholder in lawful possession of a share warrant may return the warrant
to the Company for the purpose of its cancellation and conversion into a share
registered under his name; upon cancellation, the name of the shareholder shall
be entered in the Register of Shareholders, noting the number of shares
registered under his name.

Transfer and Transmission of Shares

(@) No transfer of shares of the Company shall be entered in the Register of
Shareholders except subject to one of the alternatives stipulated in Section 299
of the Companies Law, as provided in Article 36(d) herein.

(b) A deed of transfer with respect to a share of the Company shall be signed by
the transferor and the transferee, and the transferor shall be deemed the
shareholder as long as the transferee has not been entered in the Register of
Shareholders with respect to the transferred share.

(c) The deed of transfer shall be in the following form or in any form as similar to
the following as possible, or in any other form as may be approved by the
Board of Directors:

I, , of (“Transferor”), in consideration of the sum of NIS
, do hereby transfer to the (“Transferee”)
shares, nominal value NIS __ each, numbered __ to __, inclusive, of

Internet Gold - Golden Lines Ltd., to hold unto the transferee, his executors,
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administrators and assigns, subject to the several conditions on which I held
the same immediately before the execution hereof; and | the transferee do
hereby agree to take the said shares subject to the conditions aforesaid.

As witness our hands, this __ day of

Transferor Transferee

Witness Witness

(d) Together with the deed of transfer, the Company should also receive any other
document (including the certificate of the transferred share) as the Board of
Directors may require for this purpose. In the event that the transfer is
approved, all such documents shall remain with the Company.

(e) A transfer of shares that have not been fully paid up shall have no effect unless
authorized by the Board of Directors. The Board of Directors may, at its
absolute discretion and without being required to provide any explanation,
withhold its consent to a transfer of shares that have not been fully paid up.

(f) Every deed of transfer shall be submitted to the Office for registration.
Registered deeds of transfer shall remain in the hands of the Company; deeds
of transfer that the Board of Directors shall refuse to register due to reasons
stipulated in these Articles or by law, shall be returned, upon demand, to the
person that submitted them, together with the share certificate (if submitted).

10. Rights Attached to Shares

In addition to the rights of shareholders as stipulated in Article 5(b) above, each
shareholder of the Company shall be entitled to the following:

(a) Shareholders shall have the right to inspect the following documents of the
Company:

[1] Minutes of the general meetings;

[2] The Register of Shareholders and the register of substantial shareholders of
the Company;

[3] These Articles, as amended from time to time;

[4] Any document which the company is required to file under the Law and
under any law with the Companies Registry or the Securities Authority,
available for public inspection at the Companies Registry or the Securities
Authority, as the case may be;

(b) A shareholder shall be entitled to require from the Company inspection of any
document in its possession, indicating for what purpose, in event that the
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document relates to an act or transaction requiring the consent of the general
meeting under the provisions of sections 255 and 268 to 275 of the Law.

(c) The Company may refuse the request of the shareholder if in its opinion the
request was not made in good faith or the documents requested contain a
commercial secret or a patent, or disclosure of the documents could prejudice
the best interest of the Company in some other way.

11. Corporate bodies of the Company

(a) The corporate bodies of the Company are:
[1] The general meeting of shareholders;
[2] The Board of Directors;

[3] The general manager;

The acts and intentions of a company’s corporate body shall be the acts and
intentions of the Company.

(b) The corporate bodies of the Company shall have the following powers:
[1] The general meeting shall have the powers stipulated in Article 12 herein.

[2] The Board of Directors shall have the powers stipulated in Article 22
herein.

[3] The general manager shall have the powers stipulated in Article 29 herein.

(c) Unless otherwise expressly stated in these Articles, the Board of Directors may
delegate any power of the Company that is not assigned to the Board by law or
by these Articles, to any other corporate body of the Company.

(d) The general meeting may assume powers conferred on the Board of Directors
and/or any other corporate body of the Company with respect to any matter
that is essential for the proper management of the Company and/or any action
that in the discretion of the general meeting is required for the best interest of
the Company and/or any matter whatsoever provided that such powers are
assumed for a period that is required under the circumstances.

(e) The Board of Directors may assume powers conferred on the general manager
with respect to any matter that is essential for the proper management of the
Company and/or any action that in the discretion of the Board of Directors is
required for the best interest of the Company and/or any matter whatsoever
provided that such powers are assumed for a period that is required under the
circumstances.
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General Meetings

12. The General Meeting and its Powers

(a) Resolutions of the company in respect of the following matters shall be passed
by the general meeting:

[1]
[2]

[3]

[4]

[5]

[6]

[7]

Revisions of the Articles, as provided in Article 4 above;

Exercise of the powers of the Board of Directors in the event that the
Board of Directors is unable to exercise such powers, as provided in
Section 52(a) of the Companies Law or as set forth in Section 11(e) above;

Appointment of the Company’s auditor, the terms under which he shall be
retained and termination of his appointment in accordance with the
provisions of Article 32 herein;

Appointment of outside directors in accordance with the provisions of
Section 239 of the Companies Law and Article 20(i) herein;

Approval of actions and transactions requiring approval of the general
meeting in accordance with the law;

Increase or reduction of the registered share capital, as provided in Article
6 above;

Merger, in accordance with Section 320(a) of the Companies Law;

(b) The provisions of the law with respect to the dates on which the general
meeting should convene, the method by which it should be convened, the
business to be considered at a general meeting, quorum, notices, voting,
minutes, etc., shall apply to general meetings, extraordinary meetings and class
meetings, unless otherwise expressly stated in these Articles, and in accordance
with the provisions of the law.

13. Annual General Meeting

(a) The Company shall hold an annual general meeting every year no later than on
the expiry of fifteen months from the previous annual general meeting.

(b) The agenda at an annual general meeting shall include:

[1]

[2]
[3]
[4]

a discussion of the financial reports and of the report of the Board of
Directors;

appointment of directors and setting their remuneration;
appointment of an auditor;

any matter included in the agenda by the Board of Directors;
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[5] Any matter that the Board of Directors was requested to include in the
agenda by one or more shareholders with at least one percent of the voting
rights at the general meeting, provided that it is appropriate to discuss such
a matter in the general meeting;

14. Extraordinary Meetings

(a) The Board of Directors may resolve to convene an extraordinary general
meeting, and shall so convene at the demand of any one of the following:

[1] two directors or one-quarter of the directors in office;

[2] one or more shareholders with at least five percent of the issued share
capital and at least one percent of the voting rights in the company, or one
or more shareholders with at least five percent of the voting rights in the
Company.

(b) The agenda at an extraordinary general meeting shall be fixed by the Board of
Directors and shall also include matters in respect of which the convening of
the extraordinary general meeting is required under Article 14(a) above, as
well as any matter requested by a shareholder as provided in Article 13(b)(5)
above.

(c) In the event that the Board of Directors is required to convene an extraordinary
meeting as stipulated in Article 14(a) above, the Board of Directors shall,
within twenty one days from receiving such requirement, call the meeting as
stipulated below for a date as will be designated in the notice that will be
provided to the shareholders in accordance with Article 15 herein.

15. Notices of General Meetings

(a) The Company shall designate the date of record with respect to entitlement to
receive notices of general meetings and participate and vote at such meetings,
in accordance with the Companies Law and the regulations promulgated
thereunder.

(b) Subject to the provisions of Section 69 of the Companies Law, notice of a
general meeting of shareholders shall be provided to all eligible shareholders
only by publication in two daily Hebrew language newspapers in Israel that
have a reasonably-sized readership.

16. Proceedings at the General Meeting

(a) The general meeting may discuss any business in accordance with the Law and
these Articles, and any matter on the agenda as detailed in the notice calling
such meeting.

(b) The quorum for any shareholders meeting shall include the presence, in person
or by proxy, of shareholders holding or representing, in the aggregate, at least
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one third of the voting rights.

(c) No business shall be considered or determined at a general meeting, unless the
requisite quorum is present within half an hour from the time appointed for the
general meeting. If within half an hour from the time appointed for the general
meeting a quorum is not present, the general meeting shall stand adjourned to
the same day one week thereafter, at the same time and place, or to such other
time as designated in the notice for such meeting (“Adjourned Meeting”).

(d) If within half an hour from the time appointed for the Adjourned Meeting a
quorum as stipulated in Article 16(b) is not present, any number of
shareholders present shall represent a quorum.

(e) Notwithstanding the provisions of Article 16(d) above, if a general meeting is
convened following demand of shareholders as provided in Article 14(a)(2)
above or in accordance with Section 64 of the Law, the Adjourned Meeting
shall take place only if there are present at least the number of shareholders
required to convene a meeting as provided in Article 14(a)(2) above.

(F) A general meeting in which a quorum is present may resolve to adjourn the
meeting or the discussion or the vote on a matter included in the agenda to
such other time and place as it may determine; only matters that were on the
agenda and in respect of which no resolution was passed shall be discussed at
the adjourned meeting.

(9) If a general meeting is adjourned as stipulated in Article 16(f) above for more
than twenty one days, notices for the adjourned meeting shall be given in
accordance with Article 15 above.

(h) If a general meting is adjourned without changing the agenda for no more than
21 days, notices and invitations for the adjourned meeting shall be given as
soon as possible and in any event no later than seventy two hours before the
time designated for the Adjourned Meeting; such notices and invitations shall
be made in accordance with Sections 67 and 69(a) of the Companies Law,
mutatis mutandis.

17.Chairman of the General Meeting

(a) The general meeting shall be chaired by the chairman of the Board of Directors
or by a person that he has appointed in writing for this purpose, whether in
general or for a specific meeting.

(b) If the Board of Directors has no chair or if he is not present and has not
appointed a chairman for the meeting, the meeting shall choose one of the
directors present to be the chairman of such meeting, and if none of the
directors is present, the meeting shall choose one of the participants to chair the
meeting.
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18. Voting at the General Meeting

(a) Subject and without prejudice to the rights or restrictions attached at any given
time to any particular class of shares of the Company, each member shall have
the right to one vote for each share that confer voting rights which he holds or
with respect to which he acts as proxy. A shareholder shall be entitled to
participate in and vote at a general meeting, himself or by proxy, subject to
presentation to the Company of evidence of ownership as stipulated in the
Articles, as of the date of record designated in the notice of the meeting and in
accordance with the Companies Law and the regulations promulgated
thereunder.

No holder of Ordinary Shares shall be entitled to participate and vote in any
General Meeting (or to be counted as part of the quorum thereat): (i) unless all
calls and other sums payable by him in respect of his shares in the Company
have been paid, except if the allotment conditions of the shares provide
otherwise, and/or (ii) in respect of any Exceptional Holdings, and/or in respect
of Undisclosed Holdings as set forth in Article 45.

(b) A corporation that is a shareholder of the Company may, in accordance with a
resolution of its directors or any other managing body of such corporation,
empower such person as it may designate to represent it at any general
meeting. A person designated as mentioned above may, in accordance with the
authorization, exercise the same rights that the represented corporation would
have been entitled to exercise.

(c) In case of a shareholder who is a minor, a conservatee, bankrupt or legally
incompetent, or in case of a corporation, if the corporation is in receivership or
liquidation, such shareholder may vote through its trustees, receivers, natural
or legal guardians, as relevant, and these persons may vote themselves or by

Proxy.

(d) If two or more persons are registered as joint owners of any share and are
present at and participate in a vote, the vote of the senior amongst the joint
owners attending and voting shall be taken into account, and the votes of the
other joint holders will be disregarded. For this purpose seniority shall be
determined by the order in which the names stand on the Register of
Shareholders.

(e) A shareholder may appoint as proxy a person who is not a shareholder of the
Company. The instrument appointing a proxy to participate in and vote at a
general meeting on behalf of a shareholder, shall be in writing and signed by
the appointing shareholder or by his lawful representative appointed in writing,
or, where the appointing party is a corporate entity, the document shall bear
binding signatures as required in accordance with the articles of association of
such corporate entity. If the appointing entity is a corporate entity, certification
by an attorney shall be attached to the instrument appointing the proxy,
confirming that the proxy was executed in accordance with the articles of
association of the corporation.

(F) A vote made in accordance with the terms of the proxy shall be valid even if
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before the vote, the person appointing the proxy died or was declared bankrupt

or

legally incompetent or canceled the proxy or transferred the share with

respect to which the proxy was made, or, in case of a corporation, if a receiver
or liquidator was appointed

for the corporation, all unless written notice of such change was received at the
Office at least one day before the meeting, or, if received at the place
designated for the meeting, before the time designated for the meeting.

(9) A proxy and power of attorney or any other certificate (as relevant) evidencing
ownership, or a copy certified by a notary or an attorney, shall be deposited in
a place designated for this purpose by the Board of Directors within 48 hours
before the general meeting.

(h) A shareholder holding more than one share shall be entitled to appoint more
than one proxy, subject to the following provisions:

[1]

[2]

[3]

The proxy will specify the class and number of shares with respect to
which it is given;

In the event that the number of share of any given class designated in the
proxies made by a single shareholder exceeds the number of shares of such
class actually held by such shareholder, all the proxies made by such
shareholder with respect to the difference shall be null and void, but the
votes with respect to shares held by such shareholder shall remain
effective;

In the event that a shareholder designates a proxy and the proxy instrument
does not specify the number or class of shares with respect to which it is
given, the proxy shall be deemed to have been made with respect to all of
the shares held by such shareholder on the date on which the proxy was
deposited with the Company or delivered to the chairman of the meeting,
as the case may be. In the event that the proxy is given with respect to a
number of shares that is smaller than the number of shares actually held by
the appointing shareholder, the shareholder shall be deemed to have
abstained from the vote with respect to the balance of the shares, and the
proxy shall only be valid with respect to the number of shares stipulated
therein.

(i) The appointment of a proxy (whether for a specific meeting or otherwise)
shall be in writing and shall be in the following form or in any other
similar form authorized by the Company's Board of Directors, depending

on

the circumstances:

I, , of , being a shareholder of
Internet Gold - Golden Lines Ltd. and entitled to votes, hereby
appoint of , or, in his
stead, of , &S my proxy to

attend and vote on my behalf at the
(annual/extraordinary/adjourned — as relevant) general meeting of the
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Company to be held on the _ day of : and at any
adjournment thereof.

Neither the holding nor the voting of the shares to which this proxy relates
requires the approval of the "Ministers” pursuant to the Communications
Law or the Communications Order and are not considered “Exceptional
Holdings”, as these terms are defined in the Company’s Articles of
Association.

Signed this __ day of ,

(1) Subject to the provisions of applicable law, the Secretary of the Company may,
in his discretion, disqualify proxies, proxy cards, written ballots or any other
similar instruments, and notify the shareholder who submitted such proxy,
proxy card, written ballot, authorization or similar instrument, in the following
cases:

[1] If the Secretary reasonably suspects that they are forged;

[2] If the Secretary reasonably suspects that they are falsified, or given with
respect to shares for which one or more proxies or written ballots have
been given and not withdrawn; or

[3] If there is no indication on such proxy, proxy card, written ballot or similar
instrument as to whether or not the holdings in the Company or the vote of
such shareholder require the approval of the Ministers pursuant to the
Communications Law or the Communications Order or are regarded as
Exceptional Holdings.

19. Resolutions at the General Meeting

(a) Any proposed resolution put to vote at a general meeting shall be decided by a
show of hands.

(b) Resolutions at the general meeting, including with regard to mergers, shall be
decided by an ordinary majority, subject to the provisions of the law that
require a special majority.

(c) A declaration by the chairman of the general meeting that a proposed
resolution has been unanimously adopted or rejected, or carried by a particular
majority, shall constitute a prima facie evidence of the adoption or rejection,
respectively, of same resolution.

Board of Directors

20. Number and Appointment of the Directors

(a) The number of the members of the Board of Directors shall be as determined
from time to time by the general meeting, provided however that the Board of
Directors (including outside directors) shall consist of not less than two nor
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more than ten directors. At least two of the members of the Board of Directors
shall be outside directors.

(b) Except for outside directors, the directors of the Company shall be appointed
by an Ordinary Resolution at the annual general meeting and shall remain in
office until the end of the following annual general meeting; however, as long
as no other director has been appointed in their stead, presiding directors shall
remain in office, unless their office is vacated by operation of law or in
accordance with these Articles.

(c) The Company shall only appoint as directors such persons who are competent
to serve as directors in accordance with the law.

(d) Subject to the provisions of the law, a director may hold another office under
or may be engaged by the Company, whether with or without remuneration, or
under or by any other company in which the Company holds shares or any
other interest, and may enter into any contract with the Company whether as
buyer, seller or otherwise, and no such contract or any other contract or
agreement executed by or on behalf of the Company and from which any
benefit arises to the director shall be undermined [because of this reason
alone], nor shall any director owe the Company any explanation regarding any
profit arising from such office, engagement, contract or agreement, only
because he is a director or because of the fiduciary relationship in connection
therewith, provided that the director has complied with the provisions of the
law regarding a personal interest.

(e) [Reserved.]
(f) A director whose term terminates, can be reappointed.

(9) In the event that the office of a director is vacated, regardless of the reason, the
directors in office may appoint another director for the vacancy, and such
director shall serve in office until the end of the term that his predecessor
would have served if his office were not vacated. As long as the number of
directors does not exceed the maximum permissible number, the directors may
appoint additional directors up to the maximum; such appointment shall be in
force until the next general meeting at which directors are appointed.

(h) The Company may approve the appointment of a director such that his term
shall commence at a later time than the appointment.

(i) Outside directors shall be appointed in accordance with the law. Without
prejudice to the foregoing, the Company may approve the appointment of an
outside director for two additional three-year terms, in accordance with the
provisions of the law.

(j) A director may appoint an alternate, all in accordance with the provisions of
Section 237 of the Law. Alternate directors shall be subject to the provisions of
the Law and the provisions of these Articles that apply to directors of the
Company, and the office of an alternate director shall be vacated under the
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circumstances set forth by law or in these Articles that would cause the office
of the appointing director to terminate.

(K) The office of a director other than an outside director shall be vacated, ipso
facto, under any of the circumstances set forth in Section 228(a) of the Law,
and on any of the following events:

[1] On his death.
[2] On the date he is declared legally incapacitated

[3] The holders of a majority of the voting power represented at a General
Meeting in person or by proxy and voting thereon at such Meeting shall be
entitled to remove any Director(s) from office, to elect Directors instead of
Directors so removed or to fill any vacany, however created, in the Board
of Directors.

The provisions of Article 20(b) and 20(k)(3) above shall not be modified
without the prior written consent of the Israeli Minister of Communications.

21. Remuneration of Directors

(a) No director shall be paid any remuneration by the Company for his services as
director unless otherwise will be prescribed by the Company. Each director
shall be entitled to reimbursement of his reasonable travel and other expenses
incurred in the course of his duty as a director including expenses in relation to
participation in Board of Directors meetings.

(b) A director who provides the Company with special services or exerts special
efforts for one of the Company's purposes, shall be entitled to remuneration by
the Company in an amount to be prescribed by the Company, and this
remuneration shall be added to or come instead of the fixed remuneration, if
any.

(c) Outside directors shall be entitled to remuneration and reimbursement as
provided by law. Without prejudice to the above, consideration shall not
include the grant of an exemption, an undertaking to indemnify, or insurance
pursuant to the provisions of the law and of these Articles, as provided in
Article 31 herein.

22.Powers of the Board of Directors

(a) Without derogating from the powers conferred on the Board of Directors under
these Articles, the Board of Directors shall outline the policy of the company
and shall supervise the performance of the functions and acts of the general
manager, and:

[1] shall determine the Company’s plans of action, principles for funding them
and the priorities between them;
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[2] shall examine the Company’s financial status, and shall set the credit limits
that the Company be entitled to operate;

[3] shall determine the organizational structure of the Company and its wage
policy;

[4] may resolve to issue debenture series;
[5] shall be responsible for preparing financial reports and certifying them;

[6] shall report to the annual general meeting on the position of the
Company’s affairs and on the outcome of its business activities as
provided in Section 173 of the Companies Law;

[7] shall appoint and remove the general manager;

[8] shall decide on acts and transactions requiring its approval pursuant to the
provisions of Sections 255 and 268 to 275 of the Companies Law;

[9] may issue shares and securities convertible to shares up to the limit of the
registered share capital of the Company, in accordance with the provisions
of Article 6(g) above;

[10]may resolve to effect a distribution as provided in Article 33 herein;

[11]shall give its opinion on special tender offers as provided in Section 329 of
the Companies Law;

[12]shall designate the minimum number of directors that must have
accounting and financial expertise, in accordance with Section 240 of the
Companies Law; the Board of Directors will designate such minimum
number taking into account, among other things, the type and size of the
Company, and the scope and complexity of its operations, and subject to
the number of directors stipulated in the Articles.

(b) The powers of the Board of Directors under Articles 22(a)(1) through
22(a)(12) may not be delegated to the general manager, except as provided in
Section 288(b)(2) of the Companies Law.

(c) Without prejudice to the powers conferred on the Board of Directors by law or
in accordance with these Articles, the Board of Directors is hereby granted
additional powers, as follows:

[1] To appoint any person, persons or corporation to hold in trust for the
Company any asset of the Company or in which the Company has an
interest, or for any other purpose, and to perform and effectuate all actions
and things required in connection with such trust, and see to the payment
of such trustee or trustees;

[2] To open, manage, defend, settle or abandon any litigation initiated by or
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[3]
[4]

[5]

[6]

[7]

[8]

against the Company or its officials or otherwise relating to Company
matters, and to settle with regard to or extend the timetable for the
payment or satisfaction of any debt, claims or demands owing by or to the
Company;

Submit to arbitration any claim or demand by or against the Company;

Appoint, and, at the discretion of the Board of Directors, remove or
suspend the general manager, any officer, other employee or
representative, whether employed on a permanent or temporary basis or
for special services, as the Board of Directors may from time to time
determine, and to define their authorities and responsibilities and their
remuneration, and to require assurances, under such cases and of such
amounts as the Board of Directors may deem fit.

The Board of Directors may, on an ad hoc or permanent basis, authorize
the general manager to appoint officers and other employees, define their
authorities and responsibilities and determine their remuneration and terms
of employment.

At any time and from time to time, the Board of Directors may appoint,
under a power of attorney, any person to be the representative of the
Company for such purposes and with such powers, authorities and
discretion (not to exceed such powers, authorities and discretion granted to
the Board of Directors under these Articles) and for such period and
subject to such terms as the Board of Directors may deem fit from time to
time, and any such appointment may, if the Board of Directors so deems
fit, be conferred on the members of any local Board of Directors that is
established or any member of such Board of Directors, or to any company
or its members, its Board of Directors, its representatives, or the managers
of any company or firm or to any person designated by any company or
firm or in any other way to any group of persons appointed by the Board
of Directors, whether appointed directly or indirectly.

The Board of Directors may appoint an attorney or attorneys in Israel or
abroad to represent the Company before any court, arbitrator, judicial and
quasi-judicial bodies, local and central government agencies and offices in
Israel and abroad, and grant such attorney such powers as the Board of
Directors may deem appropriate, including the power to delegate his
powers, in full or in part, to another person or persons. The Board of
Directors may delegate this power to the general manager on an ad hoc or
permanent basis.

From time to time and at its discretion, the Board of Directors may secure
and borrow any amount of money in such manner and under such terms
and timetable as it may deem fit, including by issuance of debentures or
debenture series, whether secured or otherwise, or by creating a mortgage,
pledge or any other security interest over the enterprise or any or all of the
Company assets, whether in existence at such time or in the future,
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including the share capital on which calls have not yet been made and
share capital on which calls have been made but which has not yet been
paid up.

23. Chairman of the Board of Directors

(a) The Board of Directors will elect one of its member as chairman of the Board
of Directors.

(b) The chairman of the Board of Directors shall be elected by the directors at the
first Board of Directors meeting after the annual general meeting or after the
Board of Directors meeting at which he was appointed to serve as a director,
and shall serve as chairman of the Board of Directors as long as the Board of
Directors has not otherwise resolved or until he no longer serves as a director.

(c) The chairman of the Board of Directors shall not have an additional or casting
rate at a meeting of the board.

24. Convening the Board of Directors

(a) The Board of Directors shall meet according to the needs of the Company, and
in any event at least once every three months.

(b) The Chairman of the Board of Directors may convene a meeting of the Board
of Directors at any time, and shall do so at the demand of any of the following:

[1] Two directors;

[2] One director — under the circumstances set forth in Section 257 of the
Law;

(c) Without prejudice to the foregoing, the Chairman of the Board of Directors
shall convene the Board of Directors in the event that Board of Directors action
is required subsequent to a notice or report by the general manager in
accordance with Section 122(d) of the Law, or a report by the Company’s
auditor in accordance with Section 169 of the Law.

(d) Where a meeting of the Board of Directors is not convened within fourteen
days of the date of demand as provided in Article 24(b) above, or of the date of
notice or report of the general manager or the auditor pursuant to Article 24(c)
above, each of the persons enumerated in such Articles may convene a meeting
of the Board of Directors to discuss the matter specified in the demand, notice
or report, as the case may be.

(e) Notice of a meeting of the Board of Directors shall be delivered to all members
at a reasonable time prior to the date of the meeting.

(f) Such notice shall be delivered to the address of each director as made known to
the Company in advance, and it shall state the date of the meeting and the place

23



at which it will convene, as well as a reasonably detailed statement of all of the
matters on the agenda.

(9) Notwithstanding the provisions of Article 24(b), in urgent cases, the Board of
Directors may be convened to meet without notice, by the consent of a
majority of the directors.

25. Meeting of the Board of Directors

(a) The agenda for meetings of the Board of Directors shall be determined by the
chairman of the Board of Directors and shall include matters determined by the
chairman of the Board of Directors, matters determined as provided in Articles
24(b) and 24(c) above, any matter that a director or the general manager
requests the chairman of the Board of Directors to include in the agenda, at a
reasonable time prior to the convening of a meeting of the Board of Directors.

(b) The chairman of the Board of Directors shall direct the meetings of the Board
of Directors. Where the chairman of the Board of Directors is not present at the
meeting, the Board of Directors shall elect another of its number to direct the
meeting and to sign the minutes of the meeting.

(c) The Board of Directors may hold meetings using any means of
telecommunication such that all directors participating in the meeting can hear
each other simultaneously.

(d) The Board of Directors may pass resolutions even without actually convening,
provided that all of the directors entitled to participate in the discussion and
vote on the matter brought up for resolution have agreed not to convene for this
matter.

(e) Where resolutions are passed in accordance with the provisions of Article
25(d) above, the chairman of the Board of Directors shall prepare and sign
minutes of the resolutions, including the resolution not to convene.

(f) The chairman of the Board of Directors shall be responsible for the
implementation of these provisions.

(9) A majority of the members of the Board of Directors shall constitute a quorum.
(h) Any meeting of the Board of Directors in which a quorum is present may
exercise all the powers, powers of attorney and discretions conferred at such

time on or generally exercised by the Board of Directors.

26.\Voting at the Board of Directors

(a) Each director shall have one vote at meetings of the Board of Directors.

(b) Resolutions of the Board of Directors shall be passed by ordinary majority; the
chairman of the Board of Directors shall not have an additional vote.
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(c) A director, in his capacity as such, shall not be party to a voting agreement, and
a voting agreement shall be considered to be a breach of fiduciary duty.

(d) Minutes approved and signed by the director who chaired the meeting shall
serve as prima facie evidence of its contents.

27. Committees of the Board of Directors

(a) The Board of Directors may appoint subcommittees. Only directors of the
Company may serve as members of subcommittees to which the Board of
Directors has delegated any of its powers. Advisory subcommittees may
include also non-directors as members (“Subcommittee™).

(b) A resolution passed or an act done by a Subcommittee in accordance with
powers delegated by the Board of Directors, shall be considered as a resolution
passed or an act done by the Board of Directors.

(c) Subcommittees shall provide reports on a current basis to the Board of
Directors regarding their resolutions or recommendations.
The Board of Directors shall be informed of resolutions or recommendations of
a Subcommittee that requires Board approval a reasonable time before the
discussion by the Board of such resolutions or recommendations.

(d) Articles 24 through 26 shall apply, mutatis mutandis, to the convening of
meetings of Subcommittees and the proceedings at such meetings.

(e) The Board of Directors may not delegate its powers to a Subcommittee with
regard to the following matters:

[1]
[2]

[3]

[4]
[5]

[6]
[7]

determining the Company’s general policy;

distribution, as defined in Section 1 of the Law, unless in respect of
purchase of shares of the Company in a framework outlined by the
Company in advance;

determining the position of the Board of Directors in respect of a matter
requiring approval of the general meeting or the giving of an opinion as
provided in section 329 of the Law;

appointing directors, if the Board of Directors is entitled to so appoint;
issuance or grant of shares or securities convertible into shares or
realizable as shares, or debenture series, except as set forth in
Section 288(b) of the Law;

Approval of financial reports;

approval of transactions and acts requiring the approval of the Board of
Directors pursuant to the provisions of sections 255 and 268 to 275 of the
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Law.

With respect to the foregoing matters, the Board of Directors may only
appoint advisory committees.

(f) The Board of Directors may abrogate the resolution of a Subcommittee
appointed by it; however, such abrogation shall not prejudice the validity of a
resolution of a Subcommittee pursuant to which the Company has acted
towards another person who was unaware of the abrogation.

28. Audit Committee

(a) The Board of Directors shall appoint from its members an audit committee,
and the provisions of Article 27 shall apply thereto, mutatis mutandis.

(b) There shall be no less than three members of the audit committee, and its
members shall be appointed in accordance with the provisions of Section 115
of the Law.

(c) The internal auditor of the Company shall receive notices of the holding of
meetings of the audit committee and shall be entitled to take part in them. The
internal auditor may request that the chairman of the audit committee convene
the committee to discuss such matter as he may specify in his request, and the
chairman of the audit committee shall convene the committee within a
reasonable time from the date of the request, if he finds reason to do so.

(d) A notice of the holding of a meeting of the audit committee at which a matter
relating to the audit of financial reports is to be dealt with shall be sent to the
auditor who may participate in the meeting.

(e) The audit committee will locate defects in the company’s business
administration, inter alia by consulting with the Company’s internal auditor or
with the auditor, and to make proposals to the Board of Directors regarding
ways of correcting such defects. The audit committee will also decide whether
to approve acts and transactions requiring the approval of the audit committee
under sections 255 and 268 to 275 of the Law. In addition, the audit committee
will perform all such additional duties as set forth in Section 117 of the
Companies Law.

29. General Manager

(a) The Board of Directors may, from time to time, appoint one or more persons,
whether or not directors, as general manager(s) of the Company, either for a
definite period or without any limitation of time, and may from time to time,
and subject to the terms of any agreement that may be executed between such
general manager(s) and the Company, remove him or them from office and
appoint another or others in his or their stead.

(b) The general manager shall be liable for the current administration of the affairs

26



of the Company, within the scope of the policies determined by the Board of
Directors, and subject to its supervision. The general manager shall have all
managerial and executive powers granted by law or in these Articles, all
managerial and executive powers not granted by law or by these Articles to
any other corporate body of the Company, and any other power delegated by
the Board of Directors.

(c) The general manager shall provide the Board of Directors reports of the
Company’s routine operations. Such reports will be of such scope and shall be
made at such times as directed by the Board of Directors.

(d) The remuneration and other terms of the general manager shall be determined
by the Board of Directors from time to time, subject to the terms of any
agreement executed between him and the Company and subject to the
provisions of the law, and may be paid as a salary, as a commission based on
dividends, profits or turnover, or as a percentage of the profits, or any
combination thereof. Where the law requires approval of the general meeting
for an agreement with an officer, any such agreement shall be subject to such
approval.

(e) Subject to the provisions of the law, and in particular Section 92 of the
Companies Law, the Board of Directors may from time to time delegate to the
person acting as general manager at such time, the powers conferred on it in
accordance with these Articles, at the discretion of the Board of Directors, and
may delegate powers that shall be exercised for such purposes and needs and in
such times and under such restrictions as the Board of Directors may deem
appropriate. The Board of Directors may determine that powers delegated to
the general manager shall be exercised exclusive by the general manager or by
both the general manager and the Board of Directors, and may from time to
time cancel, change and replace any or all of these powers.

(F) The general manager may, subject to Board of Directors approval, delegate
some of its powers to another person reporting to him.

(g) The general manager shall provide the Board of Directors reports of the
Company’s routine operations. Such reports will be of such scope and shall be
made at such times as directed by the Board of Directors. The chairman of the
Board of Directors may, at his initiative or by resolution of the Board of
Directors, require the general manager to provide a report regarding the
business of the Company.

30. Officers of the Company

The Board of Directors may from time to time appoint and remove, and, subject
to the provisions of the law and Article 23(c)(5) above, authorize the general
manager on an ad hoc or permanent basis to appoint other officers and other
employees, define their authorities and responsibilities and fix their remuneration
and terms of employment.
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31. Liability Insurance, Indemnity and Exemption

(a) Subject to the provisions of the Companies Law, the Company may enter into a
contract to insure the liability of an officer for an obligation imposed upon him
due to an act or omission performed by him by virtue of his being an officer, in
any of the following instances:

[1]
[2]

[3]
[4]

[5]

breach of duty of care towards the Company or towards any other person;

breach of the duty of loyalty to the Company, while acting in good faith
and having reasonable cause to assume that such action would not
prejudice the interests of the Company;

a financial obligation imposed on him in favor of another person;

expenses, including reasonable litigation expenses and legal fees,
incurred by an officer as a result of an Administrative Proceeding
instituted against the officer.

payments to an injured party imposed on the officer pursuant to Section
52ND(a)(1)(a) of the Securities Law.

In the event that the insurance contract covers the liability of the Company as
well, the officer shall have precedence over the Company in collecting the
insurance payments.

(b) Subject to the provisions of the Companies Law, the Company may indemnify
an officer for a liability or an expense as detailed in below, imposed or
incurred by him in such capacity:

[1]

[2]

[3]

any financial obligation imposed on him in favor of another person by, or
expended by him as a result of, a court judgment, including a settlement or
an arbitrator’s award approved by court;

all reasonable litigation expenses, including attorneys’ fees, expended by
the officer - (i) due to an investigation or a proceeding instituted against
him by an authority qualified to administrate such investigation or
proceeding, where such investigation or proceeding is “concluded without
the filing of an indictment against the officer” (as defined in the
Companies Law) and “without any financial obligation imposed on the
officer in lieu of criminal proceedings” (as defined in the Companies
Law), or that is concluded without indictment of the officer but with a
financial obligation imposed on him in lieu of criminal proceedings with
respect to a crime that does not require proof of mens rea (criminal intent),
or - (i) in connection with a monetary sanction (*ltzum Caspi") .

all reasonable litigation expenses, including attorneys’ fees, expended by
an officer or charged to him by a court, in a proceeding instituted against
him by the Company or on its behalf or by another person, or in any
criminal proceedings in which he is acquitted, or in any criminal
proceedings of a crime which does not require proof of mens rea (criminal
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intent) in which he is convicted.

[4] The Company may covenant to indemnify prospectively, as set forth
in Section [1] above, provided, however, that such indemnification
will be limited to matters which are deemed by the Company’s Board
of Directors, based on the activity of the Company at the time of the
covenant, to be foreseeable, and to an amount or criteria that the
Board of Directors has determined as reasonable under the
circumstances and in any event in an aggregate amount not to exceed
$10,000,000 for all officers of the Company, and provided further that
the covenant to indemnify shall state the events that in the opinion of
the Board of Directors are foreseeable given the Company’s actual
activity at the time of the covenant and the amount or criteria that the
Board of Directors has determined to be reasonable under the
circumstances; with respect to events enumerated in Sections [2] and
[3] above, the Company may also agree to provide indemnification
retroactively; and all in accordance with Section 260(b) of the Law.

[5] Expenses, including reasonable litigation expenses and legal fees,
incurred by an officer as a result of an Administrative Proceeding
instituted against the officer.

[6] Payments to an injured party imposed on the officer pursuant to
Section 52ND(a)(1)(a) of the Securities Law.

(c)The foregoing shall not limit the Company in any way with regard to engaging in an
insurance or indemnification agreement:

[1] With respect to persons who are not officers of the Company, including
employees, contractors or consultants of the Company;

[2] With respect to officers of the Company — to the extent such insurance or
indemnification are not expressly prohibited by law.

(d) Subject to the provisions of the Law, the Company may, before the event, fully
or partially exempt an officer from liability with respect to the breach of the
duty of care.

(e) Notwithstanding the provisions of Section [d] above, the Company may not,
before the event, exempt a director from his liability with respect to breach of
the duty of care in distribution (as defined in the Companies Law).

32. Internal Auditor and Auditor

(@)

[1] The Board of Directors shall appoint an internal auditor at the proposal of
the audit committee.

[2] The internal auditor shall report to the chairman of the Board of Directors.

[3] The internal auditor shall submit a proposal for an annual or periodic work
plan to the audit committee, which shall approve it subject to such
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[4]

[5]

(b)
[1]

[2]
[3]

amendments as they see fit.

The internal auditor shall submit a report of his findings to the chairman of
the Board of Directors, to the general manager and to the chairman of the
audit committee; a report relating to matters audited pursuant to section
150 of the Law shall be provided to whoever charged the internal auditor
with carrying out the audit.

The office of an internal auditor shall not be terminated except in
accordance with the provisions of Section 153 of the Law.

The general meeting shall appoint an auditor for the Company. The auditor
shall continue to serve until the end of next annual meeting after the
annual meeting that appointed him. The general meeting may appoint an
auditor to serve as such for longer than a year, all subject to the provisions
of Section 154(b) of the Law.

The Company may appoint several auditors to perform the audit jointly.

The auditor’s fees shall be fixed by the general meeting appointing the
auditor, or, if the general meeting did not fix the fees or has authorized the
Board of Directors to do so, by the Board of Directors. The Board of
Directors shall fix the auditor’s fees with respect to other services provided
to the Company. The Board of Directors shall report to the general
meeting of the terms of engagement of the auditor with respect to
additional services, including payments and obligations of the Company
toward the auditor.

33. Distribution, Dividend Distribution and Bonus Shares

(a) Distribution, dividend distribution and issuance of bonus shares shall be made
in accordance with the provisions of the Law and these Articles, as follows:

[1]

[2]

[3]

The Board of Directors may resolve to make a distribution, distribute
dividend or issue bonus shares.

Dividend distribution to shareholders of the Company shall be made to all
shareholders pro rata to the nominal value of each share, unless these
Acrticles, as amended, expressly stipulate preferences with respect to
dividend distribution.

The Board of Directors may deduct from any dividend or other moneys
payable to any shareholder in respect of a share any and all sums of money
then payable by him to the Company in respect of such share, whether or
not such payment by the shareholder has already become due.

(b) The Company may issue redeemable securities, all subject to the provisions of
Section 312 of the Law and as will be determined in the terms of issuance of
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such redeemable securities. The power to issue redeemable securities is
conferred upon the Board of Directors.

(c) The Board of Directors may, as it deems useful and appropriate, appoint trustee
or notables to hold in trust dividends, shares or other benefits of any kind
uncollected over a certain period of time by holders of bearer shares or by
registered shareholders who did not notify the Company of a change of address
and did not contact the Company to collect such dividend, shares or benefits,
over such period of time. Such notables or trustees shall be appointed in order
to liquidate, collect or receive such dividends, shares and benefits, and execute
unissued shares offered to the shareholders, but will not be entitled to transfer,
assign or vote the shares with respect to which they were appointed or to
transfer or assign any such benefits that they hold in trust. The terms of any
such trust or appointment of notables shall stipulate that upon the first demand
by a share with respect to which such trustee or notables were appointed, they
shall return the relevant share and all the benefits held in trust to such
shareholder or to any other person as the Company may instruct. All actions
and arrangements effected by such trustees or/and any agreement between
them and the Board of Directors shall be binding upon all the relevant parties.

(d) The Board of Directors may from time to time determine the method of
payment of dividend or distribution of bonus shares or any other benefits, and
the arrangements with respect thereto, both to holders of registered shares and
to holders of bearer shares. Without prejudice to the above, the Board may
effect payment of any dividend or moneys with respect to shares, by delivery
of check by mail to the shareholder's address as entered in the Register of
Shareholders.

34.Calls on Shares

(a) The Board of Directors may, from time to time, at its discretion or subject to
the terms stipulated upon issuance of the relevant shares, make calls upon
shareholders to perform payment of any amount of the consideration of their
shares not yet paid, provided that such shareholders receive at least fourteen
days' notice for each call. Each shareholder shall pay to the Company the
amount of every call so made upon him at the time(s) and place(s) designated
in such call.

(b) The joint holders of a share shall be bound jointly and severally to pay all calls
and installments in respect thereof.

(c) The shareholder or the person to whom the share was issued shall owe the
Company indexation and interest, as will be determined by the Board of
Directors, with respect to any amount not paid when due. Interest will accrue
from the date designated for payment and until actual payment. The Board of
Directors may waive indexation or interest in full or in part.

(d) Any sum which by the terms of issuance of a share becomes payable upon

issuance or at a fixed date, whether on account of the nominal value of the
share or by way of premiums, shall for the purposes of these Articles be
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deemed to be a call duly made and payable on the date on which by the terms
of the issuance the same become payable, and in the event of default, all of the
provisions of these Articles with respect to indexation, interest and costs,
forfeiture, etc., and all the other relevant provisions hereof shall apply, as if
such sum had been payable by virtue of a call duly made and notified.

(e) The Board of Directors may, if it deems fit, receive from any shareholder
willing to advance the same, all or any part of the moneys uncalled and unpaid
upon any shares held by him, and may, as may be agreed between the Board of
Directors and the shareholder, pay such shareholder, in addition to any
dividend (if any) paid with respect to the paid-up portion of the share with
respect to which early payment has been made, interest and indexation with
respect to such early payment or to any portion thereof exceeding the amount
which at any given time has been called.

35. Forfeiture

(@) In the event that any shareholder (“Debtor™) fails to pay when due any amount
payable pursuant to a call in accordance with the provisions of Article 34
above, the Board of Directors may at any time thereafter resolve that any of the
shares with respect to which the Debtor has received the call shall be forfeited.

(b) In accordance with the provisions of the law, forfeiture of a share shall, cause
all rights in the Company and all demands toward it with respect to such share
to terminate, ipso facto.

(c) Forfeiture will extend to any dividend with respect to such share, unpaid before
forfeiture, even if already declared.

(d) A forfeited share may be sold, reallocated or otherwise disposed of on such
terms and in such manner as the Board of Directors may deem fit, with or
without any amount paid or deemed to have been paid on the share. Until sold,
forfeited shares shall be dormant, as defined in Section 308 of the Law.

(e) In the event that the proceeds of the sale of forfeited shares exceeds the
consideration owed by the Debtor, the Debtor shall be entitled to the
difference, provided that the amount retained by the Company shall not be less
than the full consideration owing by the Debtor plus the cost of the sale.

(F) The Board of Directors shall be entitled, although not obligated, at any time to
collect forfeited money or any part thereof.

36. Reqister of Shareholders

(a) The Company shall maintain a shareholders’ register, which will include the
following details:

[1] The name, identity number and address of each shareholder, as provided to
the Company;
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[2] The number and class of shares held by each shareholder, noting the
nominal value of such shares, and if any amount is still due with respect to
any share — such amount should also be noted,

[3] The date of issuance or transfer of the shares to the current shareholder, as
relevant;

[4] If the shares have serial numbers, the Company shall, next to the name of
each shareholder, note the serial numbers of his shares;

(b) In the event that the Company has dormant shares, as stated in Section 308 of
the Law, the Register of Shareholders shall also note the number of dormant
shares and the date on which they became dormant, all based on the
information available to the Company. The Register of Shareholders should
also specify the number of shares of the Company that, in accordance with
Section 309(b) or 333(b) of the Law, do not grant voting rights, and the date on
which they because shares of this kind.

(c) In the event that the Company maintains an additional register of shareholders,
as provided in Article 37 herein, and in the event that the shares registered
there have serial numbers, such serial numbers shall be registered in the
additional register.

(d) The Company shall alter the registration of ownership of shares in the Register
of Shareholders as provided in section Article 36(a), in each of the following
circumstances:

[1] a deed of transfer of the share was delivered to the Company, signed by
the transferor and the transferee, and any requirements of the Articles, the
Communications Law, the Communications Order, so long as the
Communications Order applies to the Company, with respect to the
transfer of shares have been complied with;

[2] a court order requiring the amendment of the Register of Shareholders was
delivered to the Company;

[3] it has been proven to the Company that the legal conditions (including
under the Articles, the Communications Law and the Communications
Order, so long as the Communications Order applies to the Company) for
assigning the right have been satisfied;

[4] Any other condition that is sufficient under the Articles, the
Communications Law, the Communications Order, so long as the
Communications Order applies to the Company, for registration of a
change in the Register of Shareholders has been satisfied.

(e) The Company may close the Register of Shareholders for a reasonable time,
not to exceed 30 days, as may be designated by the Board of Directors. The
Company shall publish notice of closing the Register of Shareholders at least 7
days ahead of time.
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37.Reaqister of Substantial Shareholders and Additional Register of Shareholders
outside Israel

(a) Reports received by the Company pursuant to the Securities Law relating to the
holdings of substantial shareholders of shares in the Company shall be kept in
the register of substantial shareholders.

(b) The Company may keep an additional register of shareholders outside of Israel,
subject to the provisions of Section 138 of the Law.

38. Stamp, Seal and Signature Rights

(a) The Company may designate a seal or rubber stamps, and the Board shall
provide for their safe custody;

(b) The Board of Directors may authorize any person to sign on behalf of and act
in the name of the Company, and the actions and signature of such person shall
be binding upon the Company, provided that such actions and signature are not
ultra vires;

(c) The Board of Directors may use and maintain a seal for use outside of Israel,
and instruct as to how it is to be used.

39. Accounts

The Board of Directors shall cause accurate books of accounts to be maintained
and financial reports to be published in accordance with Sections 171 through
175 of the Companies Law and in accordance with the provisions of any other
applicable law.

40. Charitable Contributions

The Company may make contributions of reasonable sums to worthy purposes
even if such contributions are not made on the basis of business considerations.
The Board of Directors shall be authorized to implement this Article.

41. Minutes

The Company shall keep minutes of the proceedings at the general meeting,
class meetings, meetings of the Board of Directors and meetings of
Subcommittees, and shall keep them at its registered office or at any other
address of which it has notified the Registrar, for a period of seven years from
the date of such meeting.

42. Notices

(a) Notices and other documents that are to be delivered to any or all of the
shareholders can be delivered by the Company to each of the shareholders in
person or by duly stamped registered mail, addressed to the registered address
of the shareholder in the Register of Shareholders, or by publication of a notice
to shareholders or holders of rights of any kind in two daily Hebrew-language
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newspapers in Israel that have a reasonably-sized readership. Such publication
shall be in lieu of personal delivery or delivery by registered mail.

(b) If two or more persons are joint holders of a share, notices with respect to such
share shall be delivered to the person first named on the Register of
Shareholders in respect of such joint ownership, and any notice delivered in
this manner shall be deemed sufficient. In the alternative, notice can be
delivered by publication in two daily Hebrew-language newspapers in Israel
that have a reasonably-sized readership.

(c) Any shareholder registered in the Register of Shareholders, whether according
to an address in lIsrael or abroad, and who from time to time gives the
Company notice of an address for notices to be delivered to him, shall be
entitled to receive notices in accordance with these Articles at such address. A
shareholder shall not be entitled to receive notices at any address except as
mentioned above.

(d) A notice may be given by the Company to the persons entitled to a share in
consequence of the death, bankruptcy or legal incompetence of a member, or,
in case of a corporation, to the receiver or liquidator, by sending it through the
mail by a prepaid letter to the address, if any, supplied for the purpose by the
persons claiming to be so entitled, or — until such an address has been so
supplied — by giving the notice in any manner in which the same might have
been given if the death, bankruptcy, legal incompetence, liquidation or
receivership had not occurred

(e) Any notice or other document delivered or sent by mail shall be deemed to
have been received within two business days from dispatch at the post office;
proof that a letter containing the notice or document has been addressed to the
address according to Company records and has been delivered to the post
office with the correct stamp, shall be deemed proof of delivery.

(F) Subject to the provisions of the law, wherever notice of a certain number of
days should be given or where notice should be given that will be effective for
a specific period of time, such number of days or period shall be inclusive of
the date of delivery.

43. Liguidation
In the event that the Company is liquidated, whether voluntarily or otherwise, the
remaining assets after satisfaction of debt shall be distributed, in accordance with
the law and subject to preferred rights that may be attached to shares, according
to the following order:

(a) Repayment of share capital: pari passu, pro rata to the share capital paid up on
the nominal value of the shares.

(b) The remainder: pari passu, pro rata to the share capital paid up on the nominal
value of the shares, and for this purpose any uncalled amount shall be deemed
to have been paid up, and any amount with respect to which a call has been
made and which has not been paid as of the commencement of liquidation,
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shall not, for the purpose of this distribution, be deemed part of the paid up
share capital.

44. Exceptional Holdings; Compliance with the Communications Law and the
Communications Order

The following provisions of this Article 44 shall apply for as long as and to the extent

that the Communications Order applies to the Company:

(a) To the extent practicable, the existence of Exceptional Holdings shall be
indicated in a Register of Shareholders with a notation that such holdings have
been classified as Exceptional Holdings immediately upon the Company’s
learning of the same. The Company shall send a notice of any Exceptional
Holdings to the registered holder of the Exceptional Holdings and to the
Ministers immediately upon the Company becoming aware of such event.

(b) Exceptional Holdings shall be subject to the provisions of the Communications
Order applicable to Exceptional Holdings (including, without limitation,
Section 8 thereof), and without derogating from the foregoing, shall not entitle
the holder thereof to any rights in respect of such holdings, unless and to the
extent that the entitlement of holders to rights in respect of such Exceptional
Holdings is permissible under the Communications Order. Therefore, any
action taken or claim made on the basis of a right deriving from Exceptional
Holdings shall have no effect from the time that the Company becomes aware
thereof, except and to the extent that the Communications Order provides
otherwise.

Without derogating from the foregoing, unless and to the extent that the
Communications Order provides otherwise:

(c) Exceptional Holdings shall not have any voting rights at a General Meeting.
Any shareholder participating in a General Meeting shall certify to the
Company prior to the vote or, if the shareholder is voting by a proxy or any
similar instrument, on such proxy card or similar instrument, as to whether or
not his holdings in the Company or his vote require the approval of the
Ministers pursuant to the Communications Law and the Communications
Order; in the event that any shareholder does not provide such certification as
aforesaid, he shall not be entitled to vote at a General Meeting and his vote
shall not be counted for quorum purposes.

(d) No Director shall be appointed, elected or removed by virtue of Exceptional
Holdings. In the event a Director is appointed, elected or removed by virtue of
Exceptional Holdings, such appointment, election or removal shall have no
effect.

(e) Without derogating from any other provision of the Communications Order,
any person holding such number of shares of the Company that requires
approval under the Communications Order, shall notify the Company, Bezeq
and the Ministers thereof in writing, no later than 48 hours from the date of
acquiring such holding.

(F) The shareholders of the Company shall at all times comply with the terms of
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the Communications Law and the Communications Order. Nothing herein shall
be construed as requiring or permitting the performance of any acts that are
inconsistent with the terms of the Communications Law or the
Communications Order. If any of these Articles shall be found to be
inconsistent with the terms of the Communications Law or the
Communications Order, the inconsistent provisions of such article shall be null
and void, but the validity, legality or enforceability of provisions of other
provisions shall not be affected thereby.

45, Reports by Principal Shareholders

The following provisions of this Article 45 shall apply for as long as the
Communications Order applies to the Company:

(a) Any person who after acquiring, directly or indirectly, shares in the Company
becomes a Principal Shareholder, shall, no later than 48 hours after becoming a
Principal Shareholder, notify the Company thereof, by written notice
specifying the number of the shares held by such Shareholder and the date on
which such Shareholder became a Principal Shareholder. The Company shall
send a notice to the Ministers of any shareholder becoming a Principal
Shareholder within 48 hours of the Company becoming aware of such event

(b) Any person who ceases to be a Principal Shareholder, shall, no later than 48
hours thereof, notify the Company, in writing, of the date on which such
person ceased to be a Principal Shareholder.

(c) A Principal Shareholder shall notify the Company in writing of any aggregate
change in its holdings of shares in the Company amounting to 1% or more of
the outstanding share capital of the Company, from the last notice of holdings
provided by such Principal Shareholder to the Company, by registered or
certified mail, within fourteen (14) days after such change. The Company shall
send a notice to the Ministers of such change in the holdings of a Principal
Shareholder within 48 hours of the Company becoming aware of such event

(d) In the event a Principal Shareholder fails to provide the notice required
pursuant to the provisions of this Article 45 ("Undisclosed Holdings"), then
until such Principal Shareholder notifies the Company of such Undisclosed
Holdings pursuant to the provisions of this Article 45, the following provisions
shall apply to such Undisclosed Holdings:

0] the Principal Shareholder shall not be entitled to any rights in
respect of such shares, and the applicable provisions of Section 8 of
the Communications Order with regard to Exceptional Holdings, as
may be amended from time to time, shall apply to such Undisclosed
Holdings;

(i) In addition, and without derogating from the foregoing, such
Undisclosed Holdings shall be deemed “dormant shares” as defined
in Section 308 of the Companies Law.

(e) The provisions of this Article 45 shall not derogate from any other legal duty
of a Shareholder to disclose its holdings or beneficial ownership of the
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Company's shares or Means of Control.
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