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June 7, 2018

Internet Gold — Golden Lines [:td.

.Attention: Doron Turgeriian

2 Dov Friedmen Street,
Ramat Gan, 520301 Israel -

Re: Searchlight Preiim inary Proposal
Dear Doron, .

'On behalf of Searchlight Capital Partners, UK LLP. (“Searchlight"), we are delighted to subm1t
this confidennal nop-binding indication of interest (the “Indicative Proposal™) for the potential acqmsmon
of Internet Gold — Golden Lines Ltd.’s (“Internet Gold” or “IGLD™) 64.8% stake in B Communications
Ltd. (“BCom") and thereby assume “Controlling Shareholder” status of Bezeq (orthe “Company”)

Firstly, we would like to thank you for taking the time to discuss a potentlal transaction with us
over the past few weeks. As you are aware, we have been following the Israeli telecommunications market
and Bezeq 'in particular for many years and believe there is compelling opportunity ehead of Bezeq to
leverage its asset base and leading market positions and return to a path of systainable long-term growth,
sustained cash-flow generation and continued shareholder remuneration.

" As we will describe throughout this letter, we firmly believe that Searchllght offers Internet Gold
a solution that meets 1ts pnmary objectives with regards to the proposed transaction:

Levetaging our industry and markeét knowledge, we beliéve we can execute oni a potential
transaction in an expedite manner with minimal disruption to Bezeq, BCom or Internet Gold
management. We understand that successful sale of BCom is an 1mportant strategic objective,
for which we are strongly positioned..

2. Objective #2 — Retnin some upside optionality for IGLD: - We are open to consxder a number'

of potential structures whereby IGLD retains some incremental upside linked to the
performance of Bezeq / BCom share price over time. This could be_either in the form of
retaining a direct stake in BCom or in some form of deferred consideration linked to some
operational and / or share price milestones to be discussed:

and pubhc mg;kg; lmﬂors Searclﬂlght is an expenenced investor in the telecom, medla and
technology sectors that is well known to institutional investors and has a long-standmg track
record in the industry. We believe that the experience Searchlight can bring to the table will
resonate positively with the relevant public authorities and public market investors alike.
Additionally, we are confident that Searchlight’s investor base and the background of our
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investment professionals will satisfy the requirements of the Israeli regulatory authotities
evaluating the transaction,

Searchli;,=h| Backeround:

Searchlight is a private investment firm founded in 2010 by senior professlonals from global private
equity investors Apollo, KKR and Ontario Teachers. Throughout their careers, the founders have invested
$7 billion of equity across approximately 40 private equity transactions. The firm cun'cntly maintains over
$3.9 billion of assets ‘under management dedicated to investment opportumues in.North America and
Europe. Searchlight Capital Partners Fund I closed in Q4 2015 with $1.94 billion of commitments, which
along with co-investment capacity from our investor partners, provides plenty of capacity to conisutmate
the transaction. We would like to emphas:ze a few kcy pomm that dlﬁ‘erentlate Searchhght with respect to
a potential investment in BCom.

1.

Industry Experience: Searchlight carries sngmficant mvestment expertise in the . media,
technology, cable and telecom sectors across all segments, including fixed-line and broadband,
mobile, pay-TV, content and managed ICT services. Of particular relevance to the proposed
trahsaction are Searchlight’s current investments in: (i) Liberty Cablevision Puerto Rico, the
largest cable operator in Puerto Rico, which Searchlight owns in partnership with Liberty
Global; (ii) Rackspace, a global provider of managed IT infrastructure and servicés, offering
outsourced cloud computing and managed hosting; (iii) Eolo, a leadmg prov:der of fixed

wireless access connectivity to B2B and B2C clients focused on rural areas in Haly; (iv) Uniti _

Group, a US-listed REIT which owns and manages fibre and tower infrastructure assets on
behalf of Windstream and other US carriers such as Verizon; (iv) Global Eagle, a prowder of
managed connectivity, media and content services to the aviation and maritime sectors; (v) our
recently announced (pending closing) acquisition of Mitel, a global unified communications
solutions prov:der Relevant former investments include (i) Electric Lightwave, a fiber-based

' competitive communications provider in the Pacific Northwest area of the U.S and (ii) General

Communication, Inc., the largest communications (cable, fiber, and ereless) provider in

Alaska. Addmonally, members of the Searchlight deal team, as well .as investment’

professmna.ls more broadly at Searchhght have had particular success in their previous firms
investing in the telecommunications space In particular, one of Searchhght’s founders was
directly respons1ble to KKR’s investment in Danish telecoms incumbent operator TDC.

ience licly Li ntities: Searchlight has a number of mvestm:nts thax are
publicly listed companies such as Uniti Group, GCI (now part of leerty Ventures, which is
also listed), Hemisphere Media, Global Eagle and have been successful in the listing of Roots,
in which Searchhght currently fetains a significant stake post IPO. Moreover, Searchlight has
expenenoe in'managing significant minority. investments in public entities where governance
is exerted through a board which is composed of a meaningful portion of independent directors.

_Mm Searchlight can draw Fom experience across .several different
geographies to provide value-add to BCom and ultimately Bezeq, including through a very
deep bench of industry contacts globally. Senior investment professmnals have invested in
telecommunications businesses all over the world and have the capab111ty of bringing a unique

and differentiated perspective to Bezeq. Searchlight has strategically valuable ingights from .

invéstments in both incumbent players, as well as challenger businesses.

ﬂg—_tgrm_lnm_t_Appmm_ Searchlight has a long -termi investment approach, almed at

creating value to shareholders over time, Qur investment in BCom would be the latest out of

“our $1.94 billion fund, which has an ll-year life. We believe this approach is especially

relevant in the telecommunications sector given the- ongoing capital requlrements of the
industry and. especially in the case of Bezeq, where we believe there is the opportunity to
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significantly streamline the organizational structure of the business should certain regulatory
conditions materialize over the coming years.

Summary of A h to Transaction:

The details of how we would approach this transaction are summarized as follows.

I, ,
As outlined previously in the letter we believe. BCom represents a compelhng investment

opportunity, which Searchlight is strongly positioned to execute upon. Our proposal, which is non-binding -
and subject to a level of due diligence appropriate for an investment of this nature is structured as follows: -

1.

. Transaction Financing: Searchlight’s investment would be structured” through an investment
vehicle capitalized by funds advised by Searchlight Capital Partners; L.P., which maintains over
$3.9 billion of assets under management. With significant avallable capltal in our most recent funds
and full discretion to commit. our capital immediately, we do not require any time-consuming
shareholder approval process to coinplete our investment. Should our acquisition of the 64.8% stake
held by IGLD give rise to a mandatory tender offer 100% of the share capital of BCom, we would
be prepared to underwrite the eritire amount. For the purpose of this proposal we have assumed that
the debt structure at BCom remains in place or that we are able to refinance it at substantlally the
same terms.

. Immg_LIhm_D;hgm As dxscussed we belwve we are well suited to pursue this transaction, and

feel confident that we can move expeditiously though a standard diligénce review and
documeéntation negotiation. We have already spent considerable time evaluatmg the market and
Bezeq over the years and are therefore able to move ‘quickly. At the appropriate time,; we would
expect to gain access to a deeper level of operational, accounting, financial and legal materials.
Our advisers include:

M&A Advisory - Citi

Commercial — Deloitte

Technical — Solon

Legal — Goldfarb -

Accounting/Tax/IT/HR — KPMG

oo op

Regulatory Implications: We understand that any counterparty lbokmg to acquire the controlling’

stake in Bezeq will be required to undergo a significant regulatory approval process We believe
that the depth of our sector experience and the blue-chip nature of our investor base bodes well in
this regard and places Searchhght asa h:ghly credlble counterparty for this transaction.

‘Conditions: Our proposal is sub_]ect to the following conditions: (i} satisfactory ‘completion of due

diligence; (u) execution and delivery of definitive share purchase documentation; jii) conﬁrmatxon
that substantially all of the debt financing at BCom is not subject to change of control provisions;
(iv) final approval by the Searchlight’ Investment Committees and (V) regulatory clearances for
closing of the transaction. We do not anticipate that these conditions will present any issues.

light Proposal: -

NIS45-50 per BCom share, equivalent to a 22% - 35% premium to closing share price as of June

'6, 2018 at closing. The offer is intended for up to the 64. 8% of BCom stake held by Internet Gold,

but no less than 51%.’

Contingent consideration to be discussed further based on'achieving certain operational milestones
tied to the removal of the structural separatmn of the business divisions, as well as underlying
BCom / Bezeq share price targets and minimum returns for Searchlight.
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Please feel frée to reach out to Darren Glatt at +1 (212) 293-1418 or Nicolo Zanotto -+44 (207) 290-7920
in reletion to this letter.

_ We request all information contained herein or related to the contents of this letter, including the
terms, its existence and our identities, be kept stnctly confidential, and should not be disclosed to anyone,
including to other interested parties, except to the Company’s legal and financial advisors in corinection

with their evaluation of this letter, provided that such advisors are informed of the confidential nature of .

such information, This letter is not intended to be a binding contract betweén us, and the parties will be
_|om11y bound only in accordance with terms and conditions contained in a definitive agréement if and when

it is mutually executed. This letter shall be governed by and construed in accordance with the- laws of the

State of New York, without regard to principles of coriflicts of law.

* - . C o * .

We look forward to working with you on this important Transaction for the Company We are available to
offer any clarification with respect to the above. -

Very truly yours,
S’élﬂ!h}ig};i‘ Capltnl P“ﬂttf‘ 5, UTCA: I:Ik

Name Darren Glatt
Title: Partiier

4 M f{ ,_-_,ér[ —
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