L ast updated and approved 22 October 2009

Chapter Two — The Share Capital of the Company

1. Shar e Capital

1.1

1.2

13.

14.

The authorized share capital of the Company is NIS 2,350,000, divided into
235,000,000 ordinary shares at a par value of NIS 0.01 each (hereinafter: the
“Ordinary Shares’).

Each Ordinary Share shall confer upon its holder the right to receive notices of,
and to attend and vote in, general meetings, and to one vote for each Ordinary
Share held by him.

Each class of Shares shall also confer equal rights to each holder in the class with
respect to the amounts of equity which were paid or credited as paid with respect
to their par value, in all matters pertaining to dividends, the distribution of bonus
shares and any other distribution, return of capita and participation in the
distribution of the balance of the assets of the Company upon liquidation.

The provisions of these Articles of Association with respect to Shares, shall aso
apply to other Securities issued by the Company, mutatis mutandis.

2. The lssuance of Sharesand Other Securities

2.1.

2.2.

2.3.

24,

2.5.

The Board of Directors of the Company may issue Shares and other equity
Securities of the Company, up to the limit of the registered share capital of the
Company. In the event that the share capital of the Company includes severd
classes of Shares and other equity Securities, no shares and other equity Securities
shall be issued above the limit of the registered share capital for its class.

The Board of Directors of the Company may issue redeemable Securities, having
such rights and subject to such conditions as will be determined by the Board of
Directors.

Subject to the provisions of these Articles of Association, the Board of Directors
may allot Shares and other Securities according to such stipulations and
conditions, at par value or by way of apremium, asit deemsfit.

The Board of Directors may decide on the issuance of a series of bonds or other
debt securities within the framework of its authority or to take a loan on behalf of
the Company and within the limits of the same authority.

The Shareholders of the Company at any given time shall not have any preemption
right or priority or any other right whatsoever with respect to the acquisition of
Securities of the Company. The Board of Directors, in its sole discretion, may
decide to offer Securities of the Company first to existing Shareholders or to any
one or more of them.



2.6.

The Company is entitled to pay a commission (including underwriting fees) to any
person, in consideration for underwriting services, or the marketing or distribution
of Securities of the Company, whether reserved or unreserved, as determined by
the Board of Directors. Payments, as stated in this Article, may be paid in cash or
in Securities of the Company, or partly in one manner and partly in another
manner.

Calls of Payment

3.1

3.2

3.3.

3.4.

35.

3.6.

3.7.

In the event that according to the terms of a Share allotment, there is no fixed date
for the payment of any part of the price that is to be paid for the Shares, the Board
of Directors may issue from time to time calls of payment to the Shareholders with
respect to the moneys which were not yet paid by them in relation to the Shares
(hereinafter: “Calls of Payment” or “a Call of Payment”, as the case may be).

A Cal of Payment shall set a date, which will not be earlier than thirty days from
the date of the notice, by which the amount indicated in the Call of Payment must
be paid, together with interest, Linkage and expenses incurred in consequence of
the non—payment, according to the rates and amounts set by the Board of
Directors. The notice shall further specify that in the event of a fallure to pay
within the date fixed, the Sharesin respect of which payment or the rateis required
may be forfeited. In the event that a Shareholder fails to meet any of its
obligations, under a Call of Payment, the Share in respect of which said notice was
issued pursuant to the resolution of the Board of Directors may be forfeited at any
time thereafter. The forfeiture of Shares shal include the forfeiture of all the
dividends on same Shares which were not paid prior to the forfeiture, even if such
dividends were declared.

Any amount, which according to the terms of a Share allotment, must be paid at
the time of issuance or at a fixed date, whether at the par value of the Share or at a
premium, shall be deemed for the purposes of these Articles of Association to be
combined in a duly issued Call of Payment. In the event of non-payment of any
such amount, all the provisions of these Articles of Association shall apply with
respect to such an amount, as if a proper Call of Payment has been made and an
appropriate notice thereof was given.

The Board of Directors, acting reasonably and in good faith, may differentiate
among Shareholders with respect to amounts of Calls of Payment and/or their
payment time.

The joint holders of Shares shall be liable, jointly and severally, for the payment
of Calls of Payment in respect of such Shares.

Any payment for Shares shall be credited, pro rata, according to the par value of
and according to the premium on such Shares.

A Cal of Payment may be cancelled or deferred to another date, as may be
decided by the Board of Directors. The Board of Directors may waive any interest,
Linkage and expenses or any part of them.



3.8.

3.9.

3.10.

3.11.

3.12.

3.13.

3.14.

The Board of Directors may receive from a Shareholder any payments for his
Shares, in addition to the amount of any Call of Payment, and the Board of
Directors may pay to the same Shareholder interest on amounts which were paid in
advance, as stated above, or on same part of them, in excess of the amount of the
Call of Payment, or to make any other arrangement with him which may
compensate him for the advancement of the payment.

A Shareholder shall not be entitled to a dividend or to his other rights as a
Shareholder, unless he has fully paid the amounts specified in the Calls of
Payment issued to him, together with interest, Linkage and expenses, if any, unless
otherwise determined by the Board of Directors.

The Board of Directors is entitled to sell, re-allot or transfer in any other manner
any Share which was forfeited, in the manner it decides, with or without any
amount paid on the Share or deemed as paid on it.

The Board of Directors is entitled at all times prior to the sale, reallotment or
transfer of the forfeited Share to cancel the forfeiture on the conditions it may
decide.

A person whose Shares have been forfeited shall, notwithstanding the forfeiture,
remain liable to pay to the Company al moneys which, up until the date of
forfeiture, were due and payable by him to the Company in respect of the Shares,
including interest, Linkage and expenses up until the actual payment date in the
same manner as if the Shares were not forfeited, and shall be compelled to fulfill
al the requirements and claims which the Company was entitled to enforce with
respect to the Shares up until the forfeiture date, without any decrease or discount
for the value of the Shares at the time of forfeiture. His liability shall cease only if
and when the Company receives the full payment set at the time of alotment of the
Shares.

The Board of Directors may collect any Calls of Payment which were not paid on
the forfeited Shares or any part of them, as it deemsfit, but it is not obligated to do
0.

The forfeiture of a Share shall cause, as of the time of forfeiture, the cancellation
of al rights in the Company and of any claim or demand against the Company
with respect to that Share, and of other rights and obligations of the Shareholder
in respect of the Company, save as otherwise provided by Law.

The Shareholder Registers of the Company and the | ssuance of Share Certificates

4.1.

The Company shall maintain a Shareholder Register and a Register of Significant
Shareholders, together with a notation of any Exceptional Holdings in accordance
with the provisions set forth in Article 10A below, to be administered by the
corporate secretary of the Company, subject to the oversight of the Board of
Directors.



4.2.

4.3.

4.4.

4.5.

A Shareholder is entitled to receive from the Company, free of charge, within two
months after an allotment or the registration of atransfer (unless the conditions of
the alotment fix a different period) one or several certificates with respect to all
the Shares of a certain class registered in his favor, which certificate must specify
the number of the Shares, the class of the Shares and the amount paid for them and
also any other detail deemed important by the Board of Directors. In the event a
Share is held jointly, the Company shall not be obligated to issue more than one
certificate for all the joint holders, and the delivery of such a certificate to any of
the joint holders shall be viewed asif it was delivered to al of them.

Each and every Share certificate shall be stamped with the seal or the stamp of the
Company or bear the Company’s printed name, and shall also bear the signature of
one Director and of the corporate secretary of the Company, or of two Directors or
of any other person appointed by the Board of Directors for this purpose.

The Company is entitled to issue a new Share certificate in place of an issued
Share certificate which was lost or spoiled or corrupted, following evidence
thereto and guarantees and indemnities, as may be required by the Company and
the payment of an amount determined by the Board of Directors.

Where two people or more are registered as joint holders of Shares, each of them
is entitled to acknowledge the receipt of a dividend or other payments in
connection with such jointly held Shares, and such acknowledgement of any one
of them shall be good discharge of the Company’s obligation to pay such dividend
or other payments.

Transfer of Shares

5.1.

The Shares are transferable. The transfer of Shares shall not be registered unless
the Company receives a deed of transfer (hereinafter: “Deed of Transfer”) or other
proper Document or instrument of transfer. A Deed of Transfer shall be drawn up
in the following manner or in any substantially similar manner or in any other
manner approved by the Board of Directors.

Deed of Transfer

[, , (hereinafter: “The Transferor”) of , do
hereby transfer to (hereinafter: “The Transferee”) of ,
for valuable consideration paid to me, Share(s) having a par value of
NIS 0.01 each, numbered to (inclusive), of Partner

Communications Company Ltd. (hereinafter: the “Company”) to hold unto the
Transferee, his executors, administrators and assigns, subject to the same terms
and conditions on which | held the same at the time of the execution hereof; and I,
the said Transferee, do hereby agree to take the said Share(s) subject to the
aforesaid terms and conditions.

In witness whereof we have hereunto set our hands this day of ,



5.2.

5.3.
5.4.

5.5.

5.6.

5.7.

5.8.

The Transferor The Transferee

Name: Name:
Signature: Signature:
Witness to the Signature of :

The Transferor The Transferee
Name: Name:
Signature: Signature:

The transfer of Shares which are not fully paid, or Shares on which the Company
has a lien or pledge, shall have no validity unless approved by the Board of
Directors, which may, in its absolute discretion and without giving any reasoning
thereto, decline the registration of such a transfer. The Board of Directors may
deny a transfer of Shares as aforesaid and may also impose a condition of the
transfer of Shares as aforesaid an undertaking by the transferee to meet the
obligations of the transferor with respect to the Shares or the obligations for which
the Company has a lien or pledge on the Shares, signed by the transferee together
with the signature of awitness, authenticating the signature of the transferee.

Thetransfer of afraction of a Share shall lack validity.

A transferor of Shares shall continue to be regarded as the holder of the transferred
Shares, until the name of the transferee of the Shares is registered in the
Shareholder Register of the Company.

A Deed of Transfer shal be filed with the Company’s office for registration,
together with the Share Certificates for the Shares which are to be transferred (if
such are issued) and aso any other evidence which the Company may require with
respect to the proprietary right of the transferor or with respect to his right to
transfer the Shares. Deeds of Transfer which are registered shall remain with the
Company. The Company is not obligated to retain the Deeds of Transfer and the
Share Certificates, which may be cancelled, after the completion of a seven-year
period from the registration of the transfer.

A joint Shareholder may transfer his right in a Share. In the event the transferring
Shareholder does not hold the relevant Share Certificate, the transferor shall not be
obligated to attach the Share Certificate to the Deed of Transfer, so long as the
Deed of Transfer shal indicate that the transferor does not hold the Share
Certificate, that the right he has in the Shares therein is being transferred, and that
the transferred Share is held jointly with others, together with their details.

The Company may require payment of a fee for the registration of the transfer, at
an amount or arate determined by the Board of Directors from time to time.

The Board of Directors may close the Shareholder Register for a period of up to
thirty daysin each year.



10A.

5.9.

5.10.

5.11.

5.12.

5.13.

Subject to Article 10.10, upon the death of a Shareholder, the Company shall
recognize the custodians or administrators of the estate or executors of the will,
and in the absence of such, the lawful heirs of the Shareholder, as the only holders
of the right for the Shares of the deceased Shareholder, after receipt of evidence to
the entitlement thereto, as determined by the Board of Directors.

In the event that a deceased Shareholder held Shares jointly with others, the
Company shall acknowledge each survivor as a joint Shareholder with respect to
said Shares, unless all the joint holders in the Share notify the Company in writing,
prior to the death of any of them, of their will that the provisions of this Article
shal not apply to them. The foregoing shal not release the estate of a joint
Shareholder of any obligation in relation to a Share which is held jointly.

A person acquiring a right in Shares in consequence of being a custodian,
administrator of the estate, the heir of a Shareholder, a receiver, liquidator or a
trustee in a bankruptcy of a Shareholder or according to another provision of the
Law, is entitled, after providing evidence to his right, to the satisfaction of the
Board of Directors, to be registered as the Shareholder or to transfer such Shares to
another person, subject to the provisions of these Articles of Association with
respect to transfers.

A person becoming entitled to a Share because of the death of a Shareholder shall
be entitled to receive, and to give receipts for, dividends or other payments paid or
distributions made, with respect to the Share, but shall not be entitled to receive
notices with respect to General Meetings of the Company or to participate or vote
therein with respect to that Share, or to exercise any other right of a Shareholder,
until he has been registered in the Shareholder Register as the holder of that Share.

Notwithstanding anything to the contrary in Articles 10.5 and 10.7, the transfer of
Shares as a result of arealization of a share pledge entered into by a Shareholder
of the Company in connection with the Company’s $650 million credit facility
dated August 13, 1998, as amended from time to time, will not require additional
evidence with respect to the proprietary right of the transferor or with respect to
his right to transfer the shares other than a properly completed deed of transfer and
valid Share Certificate (if issued), nor will the Company require a fee for the
registration of said transfer.

Limitations on Transfer of Shares

10A.1. Exceptional Holdings shall be registered in the Register of Members (Shareholder

Register) together with a notation that such holdings have been classified as
“Exceptional Holdings’, immediately upon the Company’s learning of such
matter. Notice of such registration shall be sent by the Company to the registered
holder of the Exceptional Holding and to the Minister of Communications.

10A.2. Exceptional Holdings, registered in the manner set forth in Article 10A.1, shall not

entitle the holder to any rights in respect to his holdings, and such holdings shall



be considered “Dormant Shares’ within the meaning of Section 308 of the
Companies Law, except, however, that the holder of such shares shall be entitled
to receive dividends and other distributions to shareholders (including the right to
participate in a rights offering calculated on the basis of Means of Control of the
Company (as defined in the License), provided, however, that such additional
holdings shall be considered Exceptional Holdings). Therefore, any action taken
or claim made on the basis of aright deriving from an Exceptional Holdings shall
have no effect, except for the receipt of dividends or other distribution as stated
above.

Without derogating from the above:

10A2.1 A Shareholder participating in a vote of the General Meeting will
certify to the Company prior to the vote or, if the vote is by Deed of
Vote, on the Deed of Vote, as to whether or not his holdings in the
Company or his vote require consent pursuant to Sections 21 and 23
to the License, in the event the shareholder does not provide
notification as aforesaid, he shall not vote and his vote shall not be
counted.

10A.2.2 No Director shall be appointed, elected or removed on the basis of
Exceptional Holdings. In the event a Director is appointed, elected
or removed from his position as a Director as set forth above, such
appointment, election or removal shall have no effect.

10A.2.3 Exceptional Holdings shall have no voting rights a a Genera
Meeting of the Company.

For the purposes of this Article 10A, “Exceptional Holdings’ means the holdings
of Traded Means of Control held without the consent of the Minister of
Communications pursuant to Section 21 to the License or as a result of a breach of
the provisions of Section 23 to the License, and al holdings of a holder of Traded
Means of Control who acted contrary to the provisions of Section 24 to the
License; and as long as the consent of the Minister of Communications is required
but has not been obtained pursuant to Section 21 to the License, or the
circumstances exist which congtitute a violation of the provisions of Sections 23 or
24 to the License.

For the purposes of this Article 10A, “Traded Means of Control” means Means
of Control (as defined in the License) including Global or American Depositary
Shares (GDRs or ADRS) or similar certificates, registered for trade on a securities
exchange in Israel or abroad or which have been offered to the public in
connection with a prospectus, and are held by the public in Israel or abroad.

10A.3. The provisions of Article 10A shall not apply to those who were Shareholders of
the Company on the eve of the first registration of the Company's Shares for trade.



10B. Reguired Minimum Holdings

10B.1. Our License requires that Founding Shareholders hold Shares constituting at least

the Minimum Founding Shareholders Holding and that Founding Isradli
Shareholders hold Shares constituting at least the Minimum Israeli Holding.

10B.2. Shares held by Founding Shareholders, to the extent such Shares constitute all or a

portion of the Minimum Founding Shareholders Holding, shall be registered
directly in the name of the Founding Shareholder in the shareholder register of the
Company, with a note indicating that such Shares are “Minimum Founding
Shareholders Shares.” Minimum Founding Shareholders Shares that are held by
Founding Israeli Shareholders, to the extent such Shares constitute all or a portion
of the Minimum Israeli Holding, shall aso be recorded in the shareholder register
with anote indicating that such Shares are “Minimum Isragli Holding Shares.

10B.3. No transfer by a Founding Shareholder of Minimum Founding Shareholder Shares

or by a Founding Israeli Shareholder of Minimum Israeli Holding Shares shall be
recorded in the Company’s shareholder register, or have any effect, unless the
Company’s Secretary shall have received written confirmation from the Ministry
of Communications that the transfer complies with section 21.8 of the License.
The Company Secretary may, in his or her discretion, refer any question in
connection with the recording of Minimum Founding Shareholders Shares or
Minimum Israeli Holding Shares, or their transfer, to the Company’s audit
committee whose decision shall be binding on the Company. As a condition to
any transfer of Minimum Founding Shareholders Shares or Minimum Israeli
Holding Shares, the transferee shall be required to deliver to the Company’s
Secretary (a) a share transfer deed that includes an undertaking by the transferee to
comply with al requirements of section 22A of the License and (b) all information
requested with respect to the transferee’s qualification as a Founding Shareholder
and/or a Founding Israeli Shareholder.

6. Bearer Share Certificate

The Company shall not issue bearer Share Certificates which grant the bearer rightsin the
Shares specified therein.

7. Pledge of Shares

7.1

The Company shall have afirst degree pledge on, and aright to create alien on, all
Shares which are not fully paid and registered in the name of any Shareholder, and
the proceeds of their sale, with respect to moneys (which payment time is due or
not) whose payment was already called or are to be paid up within a fixed time.
Furthermore, the Company shall have a first degree pledge right on al the Shares
(other than Shares which were fully paid) registered in the name of any
Shareholder to secure the payment of moneys which are due from him or from his



7.2.

7.3.

7.4.

property, whether with respect to his own debts or debts jointly with others. The
said pledge shall also apply to dividends, declared from time to time, with respect
to these Shares.

For purposes of the redlization of any such pledge and or lien, the Board of
Directorsis entitled to sell the Shares which are the subject of the pledge or lien, or
any part of them, as it deems fit. No sale, as aforesaid, shall be carried out, until
the date fixed for the payment has passed and a notice in writing was transferred to
same Shareholder with respect to the intention of the Company to sell them, on
condition that the amounts were not paid within fourteen days after the notice.

The proceeds of any such sale, after deduction for the payment of the sae
expenses, shall serve for the covering of the debts or obligations of said
Shareholder, and the balance (if any) shall be paid to him.

In the event that a sale of Shares was carried out pursuant to the realization of a
pledge or alien, pursuant to the presumptive authority conferred above, the Board
of Directors is entitled to register such Shares in the Shareholder Register in favor
of the buyer, and the buyer shall not be under the obligation to examine the fitness
of such actions or the manner in which the purchase price paid for such Shares was
used. After the said Shares are registered in the Shareholder Register in favor of
the buyer, no person shall have the right to object to the validity of the sale.

Changesin the Share Capital

The Genera Mesting is entitled to take any of the following actions at al times, so long
as the resolution of the Genera Meeting is adopted by a Special Mgority.

8.1.

8.2.

Increasing the Share Capital

To increase the share capital of the Company, regardless of whether al the Shares
registered at such a time were issued or not. The increased share capita shall be
divided into Shares having ordinary rights or preference rights or deferred rights or
other special rights (subject to the specia rights of an existing class of Shares) or
subject to conditions and restrictions with respect to entitlement to dividend, return
of capital, voting or other conditions, as may be instructed by the General Meeting
in aresolution with respect to the increase of the share capital, and in the absence
of a special provision, according to the terms determined by the Board of
Directors.

Classes of Shares

To divide the share capital of the Company into various classes of Shares, and to
set and change the rights attaching to each class of Shares, according to the
conditions specified below:

8.2.1. So long as it was not otherwise set in the Share alotment
conditions, the rights of any class may be changed pursuant to



8.3.

8.2.2.

a resolution of the General Meeting of the Shareholders of
each class of Shares, separately, or upon the written consent
of al the Shareholders of all classes.

The rights conferred on the holders of Shares of a certain class
shall not be deemed to have been changed as a result of the
creation or alotment of other Shares having identical rights,
unless it was otherwise stipulated in the allotment conditions
of said Shares.

Amalgamation and Redivision of the Share Capital

To amalgamate and redivide the share capital of the Company, entirely or partialy,
into Shares having a higher or lesser par value than that stated in these Articles of
Association. In the event that in consequence of such amalgamation, there are
Shareholders left with fractions of Shares, the Board of Directors if approved by
the Shareholders at a General Meeting in adopting the resolution for amalgamation
of the capital, may agree as follows:

8.3.1.

8.3.2.

8.3.3.

To sdll the total of all the fractional shares and to appoint a
trustee for this purpose, in whose name Share Certificates
representing the fractions shall be issued, who will sell them,
with the proceeds received after the deduction of commissions
and expenses to be distributed to those entitled. The Board of
Directors shall be entitled to decide that Shareholders who are
entitled to proceeds which are below an amount determined
by it, shall not receive the proceeds of the sale of the
fractional shares, and their share in the proceeds shall be
distributed among the Shareholders who are entitled to
proceeds, in an amount greater than the amount that was
determined, relative to the proceeds to which they are entitled;

To allot to any Shareholder, who isleft with afractional Share
following the amalgamation, Shares of the class of Shares
prior to the amalgamation, which are fully paid, in such a
number, the amalgamation of which together with the
fractional Share shall complete a whole Share, and an
allotment as stated shall be viewed as valid shortly before the
amalgamation;

To determine that Shareholders shall not be entitled to receive
a Share in exchange for a fractional Share resulting from the
amalgamation of a half or smaller fraction of the number of
Shares, whose amalgamation creates a single Share, and they
shall be entitled to receive a whole Share in exchange for a
fractional Share, resulting from the amalgamation of more
than a half of the number of Shares, whose amalgamation
creates awhole Share.

10



8.4.

8.5.

8.6.

In the event that an action pursuant to Articles 13.3.2 or 13.3.3 above requires the
alotment of additional Shares, their payment shall be effected in a manner similar
to that applicable the payment of Bonus Shares. An amalgamation and redivision,
as aforesaid, shall not be regarded as a change in the rights attaching to the Shares
which are the subject of the amalgamation and redivision.

Cancellation of Unissued Share Capital

To cancel registered share capital which has not yet been allotted, so long as the
Company is not under an obligation to allot these Shares.

The Division of the Share Capital

To divide the share capital of the Company, entirely or partially, into Shares
having a lower par value than those stated in these Articles of Association, by way
of dividing the Shares of the Company at such atime, entirely or partialy.

The provisions specified in this Article 13 shall also apply to other equity
Securities of the Company, mutatis mutandis.

* *k * * %
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