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Chapter 11– Compliance with the License / 
Limitations on Ownership and Control 

1. Compliance 
 

The Shareholders and the Company shall at all times comply with the terms of the 
License and of any other telecommunications license held by the Company. Nothing 
herein shall be construed as requiring or permitting the performance of any acts which are 
inconsistent with the terms of the License and of any other telecommunications license 
held by the Company. If any article of these Articles shall be found to be inconsistent 
with the terms of the License and of any other telecommunications license held by the 
Company, the provisions of such Article shall be null and void, but the validity, legality 
or enforceability of provisions of the other Articles shall not be affected thereby. 

2. Limitations on Ownership and Control 

2.1. This Article is to ensure that so long as and to the extent that any Operating Right 
is conditional on or subject to any conditions or restrictions relating to ownership 
or control over the Company imposed by the Ministry, the Company is so owned 
and controlled.  This Article shall not affect or influence in any way the 
interpretation or application of Article 10A.  

 
2.2. In this Article: 

 
“Affected Share” means any Share determined to be dealt with as such pursuant 
to Article 44.4; 
 
“Affected Share Notice” means a notice in writing served in accordance with 
Article 44.5; 
 
“Depositary” means a custodian or other person appointed under contractual 
arrangements with the Company (or a nominee for such custodian or other person) 
whereby such custodian or other person holds or is interested in Shares and which 
issues securities evidencing the right to receive such Shares; 
 
“Depositary Receipts” means receipts or similar documents of title issued by or 
on behalf of a Depositary; 
 
“Depositary Shares” means the Shares held by a Depositary or in which a 
Depositary is interested in its capacity as a Depositary; 
 
“Intervening Act” means the refusal, withholding, suspension or revocation of 
any Operating Right applied for, granted to or enjoyed by the Company, or the 
imposition of any conditions or limitations upon any such Operating Right which 
materially inhibit the exercise thereof, in either case by any state, authority or 
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person (including the Ministry) by reason of the activities of persons holding 
Shares in and/or controlling the Company; 
 
“Ministry” means the Ministry of Communications and/or Minister of 
Communications; 
 
“Operating Right” means all or any part of any authority, permission, licence or 
privilege applied for, granted to or enjoyed by the Company, including the 
Licence, for the establishment, subsistence, maintenance and operation of a mobile 
radio telephone system using the cellular method and the provision of mobile radio 
telephone services to the public in Israel; 
 

  “Permitted Maximum” means the maximum aggregate permitted number of 
Relevant Shares specified by the Board of Directors in accordance with the terms 
of the Licence, any other requirements of the Ministry and any relevant 
requirements of Law; 

 
 “Relevant Person” means: 

(a) any person who, without the approval of the Ministry, acquires, directly or 
indirectly, any Means of Control (as defined in the Licence) in breach of 
Section 21 of the Licence other than a person who falls within Article 10A; 
or 

(b) any Interested Party (as defined in the Licence) who, or who has an Officer 
Holder (as defined in the Licence) who, is in breach of Sections 23 or 24 of 
the Licence other than a person who falls within Article 10A;  

 
 “Relevant Share” means any Share (other than a Share removed from the 
Relevant Shares Register (defined in Article 44.3.2) pursuant to Article 44.3.5), in 
which a Relevant Person has an interest or which is declared to be a Relevant 
Share pursuant to Article 44.3.4; 

2.3.  

2.3.1. The Board of Directors shall not register a person as a holder 
of a Share unless the person has given to the Board of 
Directors a declaration (in a form prescribed by the Board of 
Directors) signed by him or on his behalf, stating his name, 
nationality, that he is not a Relevant Person falling within 
paragraphs (c) or (d) of the definition of that term and other 
information required by the Board of Directors. 

2.3.2. The Board of Directors shall maintain a register (the 
“Relevant Shares Register”), in which shall be entered 
particulars of any Share which has been: 

 
(a) acknowledged by the holder (or by a joint holder) to be a 

Relevant Share; 
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(b) declared to be a Relevant Share pursuant to Article 44.3.4; or 

 
(c) determined to be an Affected Share pursuant to Article 

44.4.2.; 
 

and which has not ceased to be a Relevant Share. The particulars in 
the Relevant Shares Register in respect of any Share shall include 
the identity of the holder or joint holders and information requested 
by and supplied to the Board of Directors. 

2.3.3. Each registered holder of a Share which has not been 
acknowledged to be a Relevant Share who becomes aware 
that such Share is or has become a Relevant Share shall 
forthwith notify the Company accordingly. 

2.3.4. The Board of Directors may notify in writing the registered 
holder of a Share which is not in the  Relevant Shares Register 
and appears to be a Relevant Share, requiring him to show 
that the Share is not a Relevant Share.  Any person to whom 
such notice has been issued may within 21 clear  days after 
the issue of the notice (or such longer period as the Board of 
Directors may decide) represent to the Board of Directors why 
such Share should not be treated as a Relevant Share but if, 
after considering such representations and other relevant 
information, the Board of Directors is not so satisfied, it shall 
declare such Share to be a Relevant Share and treat it as such. 

2.3.5. The Board of Directors shall remove a Relevant Share from 
the Relevant Shares Register if the holder of the Relevant 
Share gives to the Board of Directors a  declaration (in a form 
prescribed by the Board of Directors), together with such 
other evidence as the Board of Directors may require, which 
satisfies it that such Share is no longer, or should not be 
treated, as a Relevant Share. 

2.4.  

2.4.1. Article 44.4.2 shall apply for so long as the Company holds or 
enjoys any Operating Right where the Board of Directors 
determines that it is necessary to take steps to protect any 
Operating Right because an Intervening Act is contemplated, 
threatened or intended, may take place or has taken place; 

2.4.2. Where a determination has been made under Article 44.4.1, 
the Board of Directors shall take such of the following steps as 
they consider necessary or desirable to overcome, prevent or 
avoid an Intervening Act: 
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2.4.2.1. the Board of Directors may remove any Director from 
office, by a resolution passed by a majority of 75 per 
cent or more of the other Directors present and voting 
at the relevant meeting; 

2.4.2.2. the Board of Directors may seek to identify those 
Relevant Shares  which gave rise to the determination 
under Article 44.4.1 and by a resolution passed by a 
majority of 75 per cent or more of the Directors 
present and voting at the relevant meeting deal with 
such Shares as Affected Shares; and 

2.4.2.3. when the aggregate number of Relevant Shares in the  
Relevant Shares Register exceeds the Permitted 
Maximum, the Board of Directors may deal with the 
Relevant Shares which it decides, by a resolution 
passed by a majority of 75 per cent or more of the 
Directors present and voting at the relevant meeting, 
are in excess of the Permitted Maximum as Affected 
Shares. 

2.5. The Board of Directors shall give an Affected Share Notice to the registered holder 
of any Affected Share and state that Article 44.6 is to be applied forthwith in 
respect of such Affected Share. The registered holder of the Affected Share may 
within 21clear days after the issue of the notice (or such longer period as the Board 
of Directors may decide) represent to the Board of Directors why such Share 
should not be treated as an Affected Share and if, after considering such 
representations and other relevant information, the Board of Directors considers 
that the Share should not be treated as an Affected Share it shall forthwith 
withdraw the Affected Share Notice and Article 44.6 shall no longer apply to the 
Share. 

2.6. An Affected Share in respect of which an Affected Share Notice has been served 
shall be treated as a dormant share (as defined in section 308 of the Companies 
Law) except that the registered holder of the Affected Share shall continue to have 
the right to receive dividends and other distributions of the Company and 
participate in bonus or rights issues of the Company in respect of such Share. 

2.7. In deciding which Shares are to be treated as Affected Shares, the Board of 
Directors shall have regard to the Relevant Shares which in its opinion have 
directly or indirectly caused the determination under Article 44.4 and the 
chronological order in which Relevant Shares have been entered in the  Relevant 
Shares Register (and accordingly treat as Affected Shares those Relevant Shares 
entered in the Relevant Shares Register most recently) except where such criterion 
would in their opinion be inequitable, in which event the Board of Directors shall 
apply such other criterion or criteria as they may consider appropriate. 
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2.8. Subject to the other provisions of this Article 44, the Board of Directors shall be 
entitled to assume without enquiry that: 

2.8.1. all Shares not in the Relevant Shares Register and not falling 
within clause 44.8.2 are neither Relevant Shares nor Shares 
which would be or be capable of being treated as Affected 
Shares; and 

2.8.2. all or some  specified number of the Shares are Relevant 
Shares falling within paragraphs (a)-(b) in the definition of 
that term if they (or interests in them) are held by a 
Depositary, trustee, registration or nominee company or other 
agent unless and for so long as, in respect of any such Shares, 
it is established to their satisfaction that such Shares are not 
Relevant Shares. 

2.9. Any resolution or determination of, or any decision or the exercise of any 
discretion or power by, the Board of Directors or any one of the Directors under 
this Article 44 shall be final and conclusive. 

2.10.  

2.10.1. On withdrawal of the determination under Article 44.4.1, the 
Board of Directors shall cease to act pursuant to such 
determination and inform every person on whom an Affected 
Share Notice has been served that Article 44.6 no longer 
applies in respect of such Share. The withdrawal of such a 
determination shall not affect the validity of any action taken 
by the Board of Directors under this Article whilst that 
determination remained in effect and such actions shall not be 
open to challenge on any ground whatsoever. 

2.10.2. The  Board of Directors shall, so long as it acts reasonably and 
in good faith, be under no liability to the Company or to any 
other person for failing to treat any Share as an Affected 
Share or any person as a Relevant Person in accordance with 
this Article and it shall not be liable to the Company or any 
other person if, having acted reasonably and in good faith it 
determines erroneously that any Share is an Affected Share, or 
any person is a Relevant Person or on the basis of such 
determination or any other determination or resolution, they 
perform or exercise their duties, powers, rights or discretions 
under this Article in relation to such Share. 

2.11. A person who has an interest in Shares by virtue of having an interest in 
Depositary Receipts shall be deemed to have an interest in the number of Shares 
represented by such Depositary Receipts and not (in the absence of any other 
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reason why he should be so treated) in the remainder of the Depositary Shares held 
by the relevant Depositary. 

 
* * * * * 


