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18. Information about the Offering and the Company

18.1. Summary Terms of the Offer

ISSUBE .vvvvveveveverererererererererererererererererererenes

Securities Offered.........ccoovvveeeeeeeveieinnn,

Denomination ...........oooveeiiiiiniininnns

Offering Price ...,

Principal Payment Dates

Interest Rate

Partner Communications Company Ltd. (the “Company”)

Up to NIS 225,000,000 principal amount of registered
Series G Debentures (the “Debentures” or “Series G
Debentures”).

The Debentures will be issued in units, each in the
principal amount of NIS 1,000 (each a "Unit").

NIS 1,000 per Unit.

Principal payable in 6 annual instalments on June 25 of
each of the years 2022 through 2027. Such that each of the
first four payments will constitute 10% of the principal of
the total par value of the Debentures, the fifth installment
will constitute 20% of the principal of the total par value of
the Debentures, and the sixth payment will constitute 40%
of the principal of the total par value of the Debenture.

To be determined by auction process, and in any event not
more than 4.00% per year, subject to some adjustments in
the event of changes of the rating of the Debentures and
breach of financial covenants.



Maturity
Linkage
Preliminary Ranking

Forced Redemption

LiSting....covveeiiceee e

Use of Proceeds..........ooovevveeevevceeeseinnnns
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June 25, 2027.

None

A+

The Debentures will be subject to forced redemption by
the Company under certain conditions set forth in Section

10.2 of the Indenture between the Company and the
Trustee dated as of 02 January, 2019.

Application will be made to list the Debentures for trading
on the Tel Aviv Stock Exchange (the “TASE”).

The proceeds from this issuance will be used primarily for
debt refinancing and also for the company's on-going

operations.
Governing Law Israeli law and courts.
Trustee Hermetic Trust (1975) Ltd.

THE OFFERED SECURITIES HAVE NOT BEEN REGISTERED UNDER
THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “U.S. SECURITIES
ACT”) AND WILL NOT BE OFFERED OR SOLD IN THE UNITED STATES.

Each purchaser of the Offered Securities offered pursuant to this shelf offering
document shall be deemed to have acknowledged, represented and agreed that (i) the Offered
Securities offered hereby have not been and will not be registered under the U.S. Securities
Act, or with any securities regulatory authority of any state of the United States; (ii) it is not
located in the United States and that it is not purchasing the Offered Securities on behalf of
any person located in the United States; and (iii) it was not in the United States at the time
that it submitted an application to purchase or when it purchased the Offered Securities.

18.2. Risk Factors

Investing in our Company's securities involves a high degree of risk. See “Risk
Factors” in Section 3.5 of the shelf prospectus filed with the Israel Securities Authority
(“ISA”) on June 13, 2018, (the “Shelf Prospectus”) and in Item 3.D of our annual report on
Form 20-F for the year ended December 31, 2017, filed with the U.S. Securities and
Exchange Commission (“SEC”) and the ISA on March 29, 2018 (the “2017 20-F”).

We believe that the occurrence of any one or some combination of the following
factors could have a material adverse effect on the Offered Securities.

You should read these risk factors in conjunction with the detailed discussion of risk
factors starting on page 10 in our 2017 20-F, and those identified in our future filings with the
SEC and the ISA, incorporated herein by reference. Additional risk factors not presently
known to us or that we currently deem immaterial may also impair our business operations.

Capitalized terms used in this Section 18.2 without definition shall have the meanings
assigned to such terms in the 2017 20-F.
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18.2.1. Risks Related to the Offered Securities and the Offering

Our Debentures will be unsecured and will be effectively subordinated to our
existing and future secured indebtedness.

Although our Series G Debentures include undertakings not to pledge our assets,
subject to certain conditions described in the Shelf Prospectus, our Debentures will be
unsecured and will be effectively subordinated to any existing and future secured borrowings
we may have. Therefore, the rights of our creditors, including the holders of the Debentures,
to participate in our assets upon liquidation or reorganization will be subject to the prior
claims of our secured creditors.

We may not be able to generate sufficient cash flow to make payments under the
Debentures.

Our ability to pay principal and interest on our borrowings (as also discussed under the
risk factor entitled “Our level of indebtedness could adversely affect our business, profits and
liquidity. Furthermore, difficulties in generating sustainable cash flow may impair our ability
to repay our debt and reduce the level of indebtedness” in Item 3D.2b of our 2017 20-F),
including on the Debentures being offered by this shelf offering report, will depend on our
ability to generate cash in the future. This, to a certain extent, depends on general economic,
financial, competitive, legislative, regulatory and other factors that are beyond our control.

Should there be a significant change in any of these factors, we cannot assure you that
our business will generate sufficient cash flow from operations, or that future borrowings will
be available to us, in an amount sufficient to enable us to pay principal and interest on our
debt or to fund our other liquidity needs. As a result of substantial and continuing changes in
our regulatory and business environment, our operating results and profitability have
decreased significantly in the past five years, with a loss for 2015. Profit for the nine month
period ended September 30, 2018 decreased by 77% compared with profit for the nine month
period ended September 30, 2017. The principal factor leading to the continued decline in
operating results over the past several years has been the intense competition resulting largely
from regulatory developments intended to enhance competition in the Israeli
telecommunications market.

Competition resulting from the bundled service offerings by other telecommunications
groups and additional entrants into the cellular telecommunications market, as well as other
actual and potential changes in the competitive environment and communications
technologies, could further adversely affect our business and results of operations. Further
significant declines in operating results would likely increase the need for alternative sources
of liquidity. If we are unable to generate sufficient cash flow to make payments on the
Debentures or our other borrowings, we will have to pursue one or more alternatives, such as
reducing our operating expenses, reducing or delaying capital expenditures, refinancing the
Debentures or such other borrowings, or raising equity. We cannot assure you that any of
these alternatives could be accomplished on satisfactory terms or that they would yield
sufficient funds to repay the Debentures and our other borrowings.

Although we expect to list the Debentures on the TASE, there are restrictions on
your ability to transfer or resell the Debentures in the United States without registration
under applicable U.S. federal and state securities laws.

The Debentures have not been, and will not be, registered under the U.S. Securities Act
or the securities laws of any state or any other jurisdiction in the United States and, unless so
registered, may not be offered or sold in the United States, except pursuant to an exemption



-25-

from, or in a transaction not subject to, the registration requirements of the U.S. Securities
Act and the applicable securities laws of any state or any other jurisdiction. It is the obligation
of holders of the Debentures to ensure that their offers and sales of the Debentures within the
United States and other countries comply with applicable securities laws.

A downgrade, suspension or withdrawal of the rating assigned by a rating agency
to the Debentures could cause the liquidity or market value of the Debentures to decline
significantly.

Maalot S&P Global Ratings Ltd., an Israeli rating agency, assigned a preliminary rating
of ilA+ for this Debenture offering in an amount of up to NIS 200 million. We cannot assure
you that this rating will remain for any given period of time or that the rating will not be
revised, lowered or withdrawn entirely by Maalot S&P Global Ratings Ltd. or any other
rating agency if in such rating agency’s judgment future circumstances relating to the basis of
the rating, such as adverse changes in our business, so warrant, and a security rating is not a
recommendation to buy, sell or hold securities. In July 2015, the rating of our debentures was
downgraded. For more information, see the risk factor entitled "Our level of indebtedness
could adversely affect our business, profits and liquidity. Furthermore, difficulties in
generating sustainable cash flow may impair our ability to repay our debt and reduce the level
of indebtedness” in Item 3D.2b of our 2017 20-F and "ltem 5. Operating and Financial
Review and Prospects — 5B. Liquidity and Capital Resources" in our 2017 20-F.

18.2.2. Risks Relating to the Regulation of Our Industry

If the Ministry of Communications fails to enforce its fixed-line wholesale market
reforms on Bezeq and HOT Telecom, or if it fails to prevent Bezeq or HOT Telecom from
lowering their retail prices for fixed-line services and thereby narrowing our margin in this
segment, our business and results of operations may be materially adversely affected.

In the past, the Ministry of Communications (the “MoC”) has failed to enforce its
fixed-line wholesale market reforms ("Wholesale Market Reform") on Bezeq-The Israel
Telecommunication Corp., Ltd. ("Bezeq") and HOT Telecom LP ("HOT Telecom"), the two
largest wireline infrastructure operators in Israel. See "ltem 3D.2f Competition resulting from
the full service offers by telecommunications groups and additional entrants into the mobile
telecommunications market, as well as other actual and potential changes in the competitive
environment and communications technologies, may continue to cause a further decrease in
tariffs and an increase in subscriber acquisition and retention costs, and may continue to
reduce our subscriber base and increase our churn rate, each of which could adversely affect
our business and results of operations.” and "ltem 4B.12e - iv The Ministry of
Communications policy regarding the fixed-line telecommunications sector" in the
Company’s 2017 20-F.

MoC policy and decisions regarding the Wholesale Market Reform (Bit Stream Access
(BSA), fixed-line telephony and passive infrastructures, see "ltem 4B.12e - iv The Ministry of
Communications policy regarding the fixed-line telecommunications sector" in the
Company’s 2017 20-F) have not been effectively enforced by the MoC since May 2015. If the
MoC fails to enforce the most important components of its wholesale market reform, or if it
rolls back (partially or in-whole), or fails to enforce, its decisions regarding wholesale access
to HOT Telecom's network, or adopts other regulation unfavorable to companies, such as
Partner, which must rely on the two wholesale suppliers, such actions may negatively affect
our business and results of operations.
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For further information regarding this risk, see “Item 4B.12e - iv The Ministry of
Communications policy regarding the fixed-line telecommunications sector” in the
Company’s 2017 20-F.

In addition, the infrastructure owners (Bezeq and HOT Telecom) may lower their
infrastructure retail prices thereby narrowing the margin between their retail prices and the
wholesale price we are required to pay them to use their fixed-line infrastructure. This may
erode our margin to the point of eradicating the economic feasibility of continuing such
operations. If the MoC fails to prevent such conduct by the infrastructure owners, this may
adversely affect our business and results of operations.

If the structural separation provisions (which apply to Bezeq and HOT) are not
enforced or are removed before we have established ourselves in the fixed-line and TV
markets, this would adversely affect our business and results of operations.

The current structural separation limitations require Bezeq to equally market all ISPs
(internet service providers) when selling service bundles which include its infrastructure
services and ISP services. Since the launch of the Wholesale Market Reform, Bezeq has
launched a bundle which includes its services and the services of certain ISPs and does not
market all ISPs equally. If the MoC continues to fail to effectively enforce this requirement, it
may continue to erode our market share in the internet segment.

The MoC has also announced that it intends to cancel the regulations requiring Bezeq
to maintain a “structural separation” between its fixed-line telephony, ILD, mobile
telecommunications, internet infrastructure and services and TV operations. In the past, the
former General Manager of the MoC has published official announcements which indicate its
satisfaction with the implementation of the Wholesale Market Reform. The former General
Manager of the MoC also provided Bezeq with a letter in which he announced it is promoting
the removal of corporate separation provisions which currently apply to the Bezeq group. We
strongly oppose the factual descriptions and the conclusions in these announcements.
According to an immediate report filed by Bezeq during November of 2018 on this subject,
the MoC is considering all options regarding the structural separation of the Bezeq and HOT
groups.

If the MoC removes the structural separation provisions based on its above-mentioned
announcements before we have firmly established ourselves in the fixed-line
telecommunications services market (in both fixed-line telephony, passive infrastructures and
broadband) and the multi-channel TV market, Bezeq and HOT may be able to offer bundled
services more effectively than we, and thereby gain a competitive advantage which could
adversely affect our results of operations. For further information regarding this risk, see
“Item 4B.12e - iv The Ministry of Communications policy regarding the fixed-line
telecommunications sector” in the Company’s 2017 20-F.

The State may impose regulations on TV content services provided over the Internet,
which may negatively affect our business and results of operations.

The state (through the MoC and/or the Council for Cable and Satellite Broadcasting)
may impose regulations on nascent TV content services which are provided over the Internet
("OTT") and which are currently unregulated. The MoC has recently published a draft bill
which proposes that OTT services be regulated in stages, according to annual income of the
relevant operator (the “Draft Bill”). According to the draft bill, no regulation will be imposed
on local OTT services with an annual income of less than NIS 350 million. The Draft Bill is
an implementation of the Filber report published in 2016.
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If the state places burdensome regulations on our OTT services, this may raise the cost
of operations in this segment and, if applied only to Israeli OTT providers, place us at a
competitive disadvantage, in both cases with potential negative effects on our business and
results of operations.

The deployment of our fiber-optic based infrastructure is dependent on effective
enforcement by the Ministry of Communications of its reform enabling us to use a
competitor’s cable ducts and other passive infrastructure elements.

The deployment of a fiber-optic based infrastructure is part of our overall strategy to
become a comprehensive telecommunications group.

Currently, the majority of our deployment is performed based on the MoC's reform
which enables us to use Bezeq's existing cable ducts in order to deploy our fiber optic cables,
see "ltem 4B.12e - iv- The Ministry of Communications policy regarding the fixed-line
telecommunications sector” in the Company’s 2017 20-F.

Bezeq has not abided by some of its main obligations under the relevant MoC reform.
For example, Bezeq does not allow us to place fiber-optic closures and other network
equipment inside its manholes and has also attempted to charge us fees for actions which the
relevant MoC decision expressly states are to be performed at no charge.

During October of 2018, the MoC published a draft of a new service portfolio which
will require all wireline infrastructure operators (including Partner) to allow access to their
passive infrastructure elements.

If the MoC fails to effectively enforce its reform in this matter against Bezeq, the future
progress of this project and our business and results of operations may be materially and
adversely affected.

We have had difficulties obtaining some of the building and environmental permits
required for the erection and operation of our cellular network sites, and some building
permits have not been applied for or may not be fully complied with. These difficulties
could have an adverse effect on the coverage, quality and capacity of our network.
Operating network sites without building or other required permits, or in a manner that
deviates from the applicable permit, may result in criminal or civil liability to us or to our
officers and directors.

Our ability to maintain and improve the extent, quality and capacity of our cellular
network coverage depends in part on our ability to obtain appropriate sites and approvals to
install our network infrastructure, including network sites. The erection and operation of most
of these network sites require building permits from local or regional planning and building
authorities, as well as a number of additional permits from other governmental and regulatory
authorities. In addition, as part of our network build-out and expansion, we are erecting
additional network sites and making modifications to our existing network sites for which we
may be required to obtain new consents and approvals.

For the reasons described in further detail below, we have had difficulties obtaining
some of the building permits required for the erection and operation of our network sites. As
of December 31, 2017, less than 10% of our network sites were operating without local
building permits or exemptions which, in our opinion, are applicable. In addition, some of our
network sites are not built in full compliance with the applicable building permits.

Network site operation without required permits or that deviates from the permit has
in some cases resulted in the filing of criminal charges and civil proceedings against us and
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our officers and directors, and monetary penalties against the Company, as well as demolition
orders. See “Item 8A.1 Legal and Administrative Proceedings” in the Company’s 2017 20-F.
In the future, we may face additional demolition orders, monetary penalties (including
compensation for loss of property value) and criminal charges. The prosecutor’s office has a
national unit that enforces planning and building laws. The unit has stiffened the punishments
regarding violations of planning and building laws, particularly against commercial
companies and its directors. If we continue to experience difficulties in obtaining approvals
for the erection and operation of network sites and other network infrastructure, this could
have an adverse effect on the extent, coverage and capacity of our network, thus impacting
the quality of our cellular voice and data services, and on our ability to continue to market our
products and services effectively. In addition, as we seek to improve the range and quality of
our services, we need to further expand our network, and difficulties in obtaining required
permits may delay, increase the costs or prevent us from achieving these goals in full. Our
inability to resolve these issues could prevent us from maintaining the quality requirements
contained in our license.

Uncertainties under National Building Plan 36. Since June 2002, following the
approval of the National Building Plan 36 (the “Plan”), which regulates network site
construction and operation, building permits for our network sites (where required) have been
issued in reliance on the Plan. Several local planning and building authorities have questioned
the ability of Israeli cellular operators to receive building permits, in reliance on the Plan, for
network sites operating in frequencies not specifically detailed in the frequency charts
attached to the Plan. In a number of cases, these authorities have refused to grant building
permits for network sites, claiming that frequencies are not included in the Plan. On April 12,
2018, a ruling was given by the Haifa District Court, which accepted the position of the
cellular companies that in accordance with the Plan, network sites may be approved even if
these sites are operating in frequencies not specifically detailed in the frequency charts
attached to the Plan. This ruling was appealed to the Supreme Court and the appeal is still
pending. On October 17, 2018, a ruling was given regarding the same network site by another
judge in the Haifa District Court, which ruled that it is not possible to approve network sites
that do not match the frequency table. The Company intends to appeal this ruling to the
Supreme Court.

In the framework of the legal proceedings conducted by the Haifa District Court regarding
this issue, the State's position was that network sites in accordance with the Plan may be
approved even if they are not included in the frequency chart.

If a future court ruling determines that building permits cannot be issued for network
sites operating in frequencies not specifically detailed in the frequency charts attached to the
Plan, this could have a material adverse effect both on our ability to erect new sites as well as
on our existing sites.

The Plan is in the process of being changed. See “Item 4B.12h Network Site Permits”
in the Company’s 2017 20-F.

Uncertainties regarding the validity of exemptions for wireless access devices. We
have set up several hundred small communications devices, called wireless access devices,
pursuant to a provision in the Telecommunications Law which exempts such devices from the
need to obtain a building permit. A claim was raised that the exemption does not apply to
cellular communications devices and the matter reached first instance courts a number of
times, resulting in conflicting decisions. This claim is included in an application to certify a
class action filed against the three principal Israeli cellular operators. In May 2008, a district
court ruling adopted the position that the exemption does not apply to wireless access devices.
We, as well as our competitors, filed a request to appeal this ruling to the Supreme Court. In
May 2008, the Attorney General filed an opinion regarding this matter stating that the
exemption does apply to wireless radio access devices under certain conditions. Two petitions
were filed with the High Court of Justice in opposition to the Attorney General’s opinion. On
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October 25, 2018, the Attorney General submitted a request to dismiss the petitions on the
grounds that the matter of network sites has been regulated by regulations. The matter is still
pending before the Supreme Court and the High Court of Justice. See “Item 4B.12h Network
Site permits” in the Company’s 2017 20-F. In December 2017, the Knesset Economics
Committee discussed a new version of the regulations passed by the Minister of Finance in
coordination with the other relevant government ministries. On May 8, 2018, the Economics
Committee approved the new regulations which were published on October 25, 2018.
According to the provisions of the regulations that were approved, in order to establish a new
wireless access device, a short process of licensing is required before the committee engineer,
which constitutes a significant obstacle to obtaining such approval.

If a definitive court judgment holds that the exemption does not apply to cellular
devices at all, we may be required to remove the existing devices. As a result, our network
capacity and coverage would be negatively impacted, which could have an adverse effect on
our revenue and results of operations.

Uncertainties regarding requirements for repeaters and other small devices. We, like
the other cellular operators in lIsrael, provide repeaters, also known as bi-directional
amplifiers, to subscribers seeking an interim solution to weak signal reception within specific
indoor locations. In light of the lack of a clear policy of the local planning and building
authorities, and in light of the practice of the other cellular operators, we have not requested
permits under the Planning and Building Law, 1965 (“Planning and Building Law”) for the
repeaters. However, we have received an approval to connect the repeaters to our
communications network from the Ministry of Communications and have received from the
Ministry of Environmental Protection permit types for all our repeaters. If the local planning
and building authorities determine that permits under the Planning and Building Law are also
necessary for the installation of these devices, or any other receptors that we believe do not
require a building permit, it could have a negative impact on our ability to obtain permits for
our repeaters.

In addition, we construct and operate microwave links as part of our transmission
network. The various types of microwave links receive permits from the Ministry of
Environmental Protection in respect of their radiation level. Based on an exemption in the
Telecommunications Law, we believe that building permits are not required for the
installation of most of these microwave links on rooftops, but to the best of our knowledge,
there is not yet a determinative ruling on this issue by the Israeli courts. If the courts
determine that building permits are necessary for the installation of these sites, it could have a
negative impact on our ability to obtain environmental permits for these sites and to deploy
additional microwave links, and could hinder the coverage, quality and capacity of our
transmission network.

The Ministry of Communications has indicated its intent to reduce or cancel cellular
interconnection charges, which would negatively affect our income.

An MoC economic opinion published in February 2013, included a recommendation
for a further reduction of cellular call and SMS interconnect tariffs towards the end of 2016.
Such a reduction may negatively affect our business and results of operations. In February
2017, the MoC notified the cellular companies that due to other priorities, it does not intend to
pursue this task at this time. A recent economic opinion commissioned by the MoC has
recommended that cellular interconnection charges should be cancelled.

18.2.3. Risks Relating to Our Business Operations

As a result of substantial and continuing changes in our regulatory and business
environment, our operating results and profitability have decreased significantly in the past
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five years, including a loss for the year 2015. For the nine month period ended September
30, 2018, we earned profit of NIS 37 million, a decrease of 77% compared with profit for
the nine month period ended September 30, 2017. Our operating results may continue to
decline in the future, which may adversely affect our financial condition.

Our revenues for the nine month period ended September 30, 2018 were NIS 2,445
million, approximately no change from NIS 2,434 million for the nine month period ended
September 30, 2017. The Company recorded a profit for the nine month period ended
September 30, 2018 of NIS 37 million, compared with a profit for the nine month period
ended September 30, 2017 of NIS 164 million, a decrease of 77%. The principal factor
leading to the continued decline in operating results over the past several years has been the
intense competition resulting largely from regulatory developments intended to enhance
competition in the Israeli telecommunications market. These developments have caused, over
the past several years, (i) significant price erosion in cellular services due to heightened
competition from new entrants (since 2012) in the Israeli cellular market, (ii) a decrease in
our cellular subscriber base and market share, and (iii) a significant decrease in gross profits
from equipment sales. Cellular service revenues and gross profits from equipment sales may
decrease further in 2019 and beyond.

Because the regulatory and business environment continues to evolve, generally with
the objective of further increasing competition in the various markets in which we operate,
depending on past and future regulatory and market developments, these factors may continue
to negatively impact our business through 2019 and beyond, which may adversely affect our
financial condition by, among other things, increasing the risk of a substantial impairment in
the value of our telecommunications assets. See also “Item 5D.2 Outlook™ in the Company’s
2017 20-F.

Our level of indebtedness could adversely affect our business, profits and liquidity.
Furthermore, difficulties in generating sustainable cash flow may impair our ability to
repay our debt and reduce the level of indebtedness.

As of September 30, 2018, total borrowings and notes payables amounted to
NIS 1,550 million, compared to NIS 1,923 million as of December 31, 2017. See also “Item
5B.4 Total net financial debt” in the Company’s 2017 20-F. The terms of the Company’s
borrowings and notes payable require the Company to comply with financial covenants and
other stipulations and allow the lenders to demand an immediate repayment of the borrowings
in certain events (events of default), including, among others, a material adverse change in the
Company’s business and non-compliance with the financial covenants set in those
agreements. Furthermore, although the Company has entered into agreements for notes
payable issuance commitments in a total amount of NIS 376.75 million (as of September 30,
2018), these agreements allow the lenders to not purchase the notes payable should any of the
events of default defined for our existing debt occur prior to the date for providing the notes
payable. These events of default include non-compliance with the financial covenants, as well
as other customary terms. See also “Item 5B.2 Long-Term Borrowings” in the Company’s
2017 20-F.

In addition, our need for cash to service our substantial existing debt may in the future
restrict our ability to continue offering long-term installment plans to promote sales of
equipment. As a result, our ability to continue benefiting from one of the current contributors
to total Company profits may be limited. (See also “ITEM 5 OPERATING AND
FINANCIAL REVIEW AND PROSPECTS” and specifically “Item 5D.2 Outlook” in the
Company’s 2017 20-F);

Our substantial indebtedness could also adversely affect our financial condition and
profitability by, among other things:
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* requiring us to dedicate a substantial portion of our cash flow from operations to
service our debt, thereby reducing the funds available for financing ongoing operating
expenses and future business development;

« limiting our flexibility in planning for, or reacting to, changes in our industry and
business as well as in the economy generally;

« increasing the likelihood of a downgrade in the rating of our Notes by the rating
company;

» increasing the risk of a substantial impairment in the value of our telecommunications
assets; and

« limiting our ability to obtain the additional financing we may need to serve our debt,
operate, develop and expand our business on acceptable terms or at all.

If our financial condition is affected to such an extent that our future cash flows are not
sufficient to allow us to pay principal and interest on our debt, we might not be able to satisfy
our financial and other covenants, and may be required to refinance all or part of our existing
debt, use existing cash balances or issue additional equity or other securities. We cannot be
sure that we will be able to do so on commercially reasonable terms, if at all.

Competition resulting from the full service offers by telecommunications groups and
additional entrants into the mobile telecommunications market, as well as other actual
and potential changes in the competitive environment and communications
technologies, may continue to cause a further decrease in tariffs and an increase in
subscriber acquisition and retention costs, and may continue to reduce our subscriber
base and increase our churn rate, each of which could adversely affect our business
and results of operations.

Competition by Golan Telecom and HOT Mobile. HOT Mobile and Golan Telecom,
which entered the market in May 2012, were awarded various benefits and leniencies by the
MoC. These leniencies include a waiver of HOT Mobile and Golan Telecom’s obligation to
build an independent network subject to their commitment to invest in a shared network with
another operator the same amount that they have committed to invest in their UMTS network.
Such leniencies and benefits place us at a substantial competitive disadvantage, which may
negatively affect our results of operations.

Entrance of the sixth facility-based operator. Following the 4G tender results,
Marathon 018 Xfone Ltd. ("Xfone") gained one band of 5 MHz in the 1800 range, allowing it
to share its frequencies with other operators and share their network (as part of a network
sharing agreement). Cellcom, Golan and Xfone have reached a network sharing agreement
which has been approved by the Anti-Trust Commissioner and the Ministry of
Communications. This agreement has enabled Xfone to enter the market as the sixth facility-
based operator, which has further increased competition levels in the cellular market and
caused further rate decreases, thus negatively affecting our results of operations.

The acquisition of Golan Telecom by Electra, which was approved by the Anti-Trust
Commissioner under certain conditions and by the MoC, might increase competition in the
cellular market. Electra's retail business allows it access to a wide customer base and
distribution network and may enable it to offer attractive package prices to their customers.
Furthermore, the terms under which the acquisition of Golan by Electra has been approved by
the relevant regulators may also affect our ability to compete. See "Item 3D.1.d- Network
sharing and similar agreements entered into by our competitors" in the Company’s 2017 20-
F.

Network sharing and national roaming agreements entered into by our competitors.
Our knowledge of the content of the network sharing and national roaming agreements
entered into by our competitors is based on partial publications, including reports filed by
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Cellcom, Electra and the IDB Development Company Ltd. However, if such agreements (or
any such future agreements) have been approved under conditions that are more lenient than
those imposed on us, or if such conditions are not effectively enforced by the relevant
authorities, this would place us at a competitive disadvantage compared to our competitors.
As a result, our business and results of operations may be negatively impacted. See “Item
3D.1d The Network Sharing Agreement we entered into with HOT Mobile may be terminated
earlier than we expected due to regulatory intervention. In such case we will be required to
split the shared network with HOT Mobile, and the resources, time and expense it may take
us to have our own network on a nation-wide coverage may be substantial and could also
materially harm our business and the results of operations at such time. Network sharing and
similar agreements entered into by our competitors may place us at a competitive
disadvantage" in the Company’s 2017 20-F.

Entrance of additional MVNOs. The entrance of additional Mobile Virtual Network
Operators (“MVNOs”) may further increase competition in the cellular market. Some
MVNOs are retailers with a wide customer base and distribution network that allows them to
offer attractive package prices to their customers. See “Item 4B.9a Competitors in the
Cellular Services market” in the Company’s 2017 20-F.

Competitive advantages of the two fixed-line infrastructure groups. The Bezeq Group
and the HOT Group are the only Israeli telecommunications providers that have their own
nationwide fixed-line telecommunications infrastructures. See "ltem 3D.1c If the structural
separation provisions (which apply to Bezeq and HOT) are not enforced or are removed
before we have established ourselves in the fixed-line and TV markets, this would adversely
affect our business and results of operations” in the Company’s 2017 20-F.

Because the Bezeq Group and the HOT Group operate their own broadband internet
access and transmission infrastructures, they do not depend on any third party for broadband
internet access. Partner and other telecommunications services providers who do not have
their own independent broadband internet access infrastructure are unable to provide some of
these services, and are dependent on Bezeq and HOT in providing some of these services,
substantially limiting their ability to compete.

Entry into the fixed-line infrastructure market. In August 2017, we announced the
commencement of the commercial phase and acceleration of our independent fixed-line
infrastructure deployment using fiber optics. Entry into this market entails significant long-
term investments associated with infrastructure deployment, for which a positive return on
capital is not expected in the short term. As a result, our results of operations may be
adversely affected. In addition, our entrance into this market may accelerate the entry of
additional competitors, deploying their own competitive infrastructures and operating existing
ones, all of which might reduce or limit our market penetration.

Furthermore, entry into new markets (e.g. television services, fixed-line
infrastructure) may further intensify price competition in the cellular and fixed-line markets
which may have an adverse effect on our results of operations.

Israel Broadband Company (IBC). In August 2013, the Minister of Communications
granted Israel Broadband Company (2013) Ltd. (“IBC”), a general license for the provision of
fixed-line telecom services (infrastructure) and for the establishment of a nationwide optic
fiber network using the Israeli Electric Company’s infrastructure. IBC has launched a web
portal in which it offers ISP services to end-users (through agreements with selected ISPs).
The variety of suppliers, immediate choice, and ability to quickly switch suppliers may
commoditize the ISP segment and negatively impact our revenues and profits. IBC was also
granted a special license for the provision of domestic fixed-line data communication.
According to local media reports, IBC is permitted under its special license to provide its
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services to large business customers. Entry of IBC into the large business segment of the ISP
market may increase competition in this segment and erode our market share and may affect
our results of operation. In August 2018 Cellcom signed a memorandum of understanding for
the acquisition of a controlling share in IBC. During that month, the MoC decided to allow
IBC to apply for a new license, thus replacing its universal deployment obligation with an
obligation to reach only 40% of Israel's households within 10 years from the grant of such
license. If the MoC decides to grant IBC such leniencies and not treat other competitors (such
as Partner) equally by providing them with the NIS 150 million grant that was paid to IBC by
the State, this may place us at a competitive disadvantage and adversely effect on our results
of operations.

Sale of handsets and other equipment. Competition in the market for handsets and
other equipment including tablets, laptops, audio-visual devices and other related equipment
sold by the Company is high and may increase, which may affect our results of operation.

Competition in Roaming Services. Some of our competitors may be able to obtain
lower roaming rates than us either since they have larger call volumes or through their
affiliations with other international cellular operators. Some competing service providers use
alternative technologies for roaming that bypass the existing method of providing roaming
services. Further competition in roaming services (both inbound and outbound) has arisen
and may arise in the future from other telecommunication operators and new technologies
that allow subscribers to use global SIM cards and pure internet-based services such as
Skype, Viber and WhatsApp, as well as other operators' products which use VolP
applications. In addition, some cellular operators market plans that, in addition to calls, SMS
and internet, include roaming services to set lists of countries.

Reliance on other service providers for roaming. We rely on agreements to provide
roaming capability to our subscribers in many areas outside Israel. However, we cannot
control the quality of the service that other telecommunication companies provide or whether
they will be able to provide the services at all, and it may be inferior to our quality of
service. Our subscribers also may not be able to use some of the advanced features that they
enjoy when making calls on our network. As a result, we may lose some of our customers’
roaming traffic to other roaming solutions, which would negatively impact our results of
operations from this important source of earnings.

Actual and alleged health risks related to network sites and the use of mobile
telecommunications devices, including handsets, could have a material adverse effect
on our business, operations and financial condition.

A number of studies have been conducted to examine the health effects of wireless
phone use and network sites, and some of these studies have been construed as indicating that
radiation from wireless phone use causes adverse health effects. Media reports have
suggested that radio frequency emissions from network sites, wireless handsets and other
mobile telecommunication devices may raise various health concerns.

The Ministry of Health published in July 2008 recommendations regarding
precautionary measures when using cellular handsets. The Ministry of Health indicated that
although the findings of an international study on whether cellular phone usage increases the
risk of developing certain tumors were not yet finalized, partial results of several of the
studies were published, and a relationship between prolonged cellular phone usage and tumor
development was observed in some of these studies. These studies, as well as the
precautionary recommendations published by the Ministry of Health, have increased concerns
of the Israeli public with regards to the connection between cellular phone exposure and
illnesses.
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In May 2011, the International Agency for Research on Cancer (“IARC”), which is
part of the World Health Organization (“WHQO?”), published a press release according to
which it classified radiofrequency electromagnetic fields as possibly carcinogenic to humans
based on an increased risk for adverse health effects associated with wireless phone use.

In June 2011, WHO published a fact sheet (no. 193) in which it was noted that “A
large number of studies have been performed over the last two decades to assess whether
mobile phones pose a potential health risk. To date, no adverse health effects have been
established as being caused by mobile phone use”. It was also noted by WHO that “While an
increased risk of brain tumors is not established, the increasing use of mobile phones and the
lack of data for mobile phone use over time periods longer than 15 years warrant further
research of mobile phone use and brain cancer risk in particular, with the popularity of mobile
phone use among younger people, and therefore a potentially longer lifetime of exposure”.
WHO notified that in response to public and governmental concern it will conduct a formal
risk assessment of all studied health outcomes from radio frequency fields exposure by 2014.
We are not aware that such an assessment has been published.

We have complied and are committed to continue to comply with the rules of the
authorized governmental institutions with respect to the precautionary rules regarding the use
of cellular telephones. We refer our customers to the precautionary rules that have been
recommended by the Ministry of Health, as may be amended from time to time.

While, to the best of our knowledge, the handsets that we market comply with the
applicable laws that relate to acceptable Specific Absorption Rate (“SAR”) levels, we rely on
the SAR levels published by the manufacturers of these handsets and do not perform
independent inspections of the SAR levels of these handsets. As the manufacturers’ approvals
refer to a prototype handset, and not for each and every handset, we have no information as to
the actual level of SAR of the handsets along the lifecycle of the handsets, including in the
case of repaired handsets. See also “Item 4B.12g Other Licenses” in the Company’s 2017 20-
F. Furthermore, our network sites comply with the International Council on Non-lonizing
Radiation Protection standard, a part of the World Health Organization, which has been
adopted by the Israeli Ministry of Environmental Protection.

Several lawsuits have been filed in the past against operators and other participants in
the wireless industry alleging adverse health effects and other claims relating to radio
frequency transmissions from sites, handsets and other mobile telecommunications devices,
including lawsuits against us.

A class action was filed against us and three other operators alleging, among other
things, that health effects were caused due to a lack of cell sites, resulting in elevated levels of
radiation, mainly from handsets. The plaintiffs stressed that health damages are not a part of
the claim. Another class action was also filed against us and three other operators alleging,
among other things, that the supply of accessories that are intended for carrying cellular
handsets on the body are sold in a manner that contradicts the instructions and warnings of the
cellular handset manufacturers and the recommendations of the Ministry of Health, and
without disclosing the risks entailed in the use of these accessories when they are sold or
marketed. In these two class actions, Partner and the plaintiff filed a settlement agreement,
which the court approved.

In February 2009, a municipal court ruled against one of our competitors, stating that
there is no need for the standard burden of proof to prove damages from a cellular network
site, and that under certain circumstances it would be sufficient to prove the possibility of
damage in order to transfer the burden of proof to the cellular companies. To the best of our
knowledge, the defendant appealed the ruling and the ruling was dismissed as part of a
settlement between the parties. Although we were not a party to this proceeding, such rulings
could have an adverse effect on our ability to contend with claims of health damages as a
result of the erection of network sites.
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The perception of increased health risks related to network sites may cause us
increased difficulty in obtaining leases for new network site locations or renewing leases for
existing locations or otherwise in installing mobile telecommunication devices. If it is ever
determined that health risks existed or that there was a deviation from radiation standards
which would result in a health risk from sites, other telecommunication devices or handsets,
this would have a material adverse effect on our business, operations and financial condition,
including through exposure to potential liability, a reduction in subscribers and reduced usage
per subscriber. Furthermore, we do not expect to be able to obtain insurance with respect to
such liability.

18.3. Recent Developments
18.3.1. Trading Update—Key Factors Affecting Our Results of Operations

In 2018 to date, the competition in the Israeli telecommunications market continued
across both cellular segment services and fixed-line segment services, as well as in the market
for equipment and device sales.

This continued competition, together with increased capital investment, as the
Company continues to invest in fiber and TV services, are expected to continue to have a
downward effect on the Company's profits and free cash flow in the near term. The Company
believes that these investments will constitute a potential growth engine for the Company in
subsequent years.

For the interim condensed consolidated financial statements of the Company as at and
for the nine months ended September 30, 2018, and the related notes thereto, please see
Appendix D.

18.3.2. Indebtedness and Capitalization

The following table sets forth our capitalization and indebtedness (i) as of September
30, 2018 and (ii) as adjusted to reflect:

«  Series F notes issued on December 4, 2018; and

» the offering and sale of the Offered Securities offered hereby.

New Israeli Shekels in millions
Adjustments

Series F notes

As of issued on This offering
September December 4, of Series G
30, 2018 2018 Debentures As Adjusted
Cash and cash
equivalents............ 361 150 222 733
Short term deposit 291 2901

Debt
Notes payable
series C, net of 215 215



deferred costs,

including current

maturities ..............
Notes payable

series D, net of

deferred costs,

including current

maturities ..............
Notes payable

series F,

including

premium costs,

including current

maturities ..............
Notes payable

series G, less

deferred costs,

including current

maturities..............
Borrowings from

banks and others ...

Total debt................

Equity:

Share Capital ............

Capital surplus..........

Accumulated
retained earnings...

Treasury shares.........

Non-controlling
interests...........o.....

Total

shareholders’

EQUILY v

Total
Capitalization and
Indebtedness...........
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436 436
150
649 799
0 222 222
250 250
1,550 150 222 1,922
2 2
1,131 1,131
539 539
(272) (272)
1 1
1,401 1,401
2,299 2,299

The Company purchased its own shares in October 2018 in a total amount of NIS 18 million. The
Company also repaid debts, other than the Offered Securities, in December 2018 in a total amount of
NIS 332 million. These are not presented in the capitalization table above.

18.4. Ratio of Earnings to Fixed Charges

Our ratio of earnings to fixed charges for the periods indicated below was as follows:

2013 2014 2015 2016 2017 Nine Months
Ended
September 30,
2018
Ratio of earnings to 1.73 2.10 0.84 1.48 1.58 1.73
fixed charges
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The ratio resulting from the application of the proceeds of the debt offering is not provided
because it is less than 10%.

Our ratio of earnings to fixed charges is calculated by dividing (i) income (loss) from
ordinary activities before income taxes plus fixed charges by (ii) fixed charges. Fixed charges
consist of interest expensed and capitalized, amortization of issuance costs relating to our
notes payable, and one third of our operating leases, principally for antenna sites (being the
portion deemed to represent the interest factor).

18.5. Use of Proceeds

The net proceeds from the offering, after deduction of the arranger’s fees and other
expenses and commissions of the offering, will be approximately NIS 222 million.

We intend to use the net proceeds from the offering primarily for debt refinancing and also
for the company's on-going operations.

18.6. Expenses of the Offering

The aggregate amount that we will pay for arrangement fees and our other
commissions and expenses in connection with this offering is approximately NIS 3 million.

18.7. Incorporation of Certain Information by Reference

We are allowed to incorporate by reference into this shelf offering report the
information that we file with the SEC and the ISA, which means that we can disclose
important information to you by referring to those filings. The information incorporated by
reference is considered to be part of this offering report. We are incorporating by reference in
this shelf offering report the documents listed below, the documents listed in Section 3.14 of
the Shelf Prospectus and any future filings we may make with the SEC and ISA on Form 20-
F or on Form 6-K (to the extent that such Form 6-K indicates that it is intended to be
incorporated by reference herein) prior to the termination of this offering:

«  Form 20-F for the year ended December 31, 2017, filed with the ISA on March 29, 2018;

+  Form 6-K filed with the ISA on March 29, 2018 (relating to fourth quarter and annual
2017 results);

+ Form 6-K filed with the ISA on April 3, 2018 (relating to interest rate for the series D
notes for the period commencing on March 31, 2018 and ending on June 30, 2018);

+ Form 6-K filed with the ISA on April 15, 2018 (relating to the Company's collaboration
with Amazon Prime Video in Israel);

+ Form 6-K filed with the ISA on April 17, 2018 (relating to the Company receiving a
lawsuit and a motion for the recognition of this lawsuit as a class action);

- Form 6-K filed with the ISA on May 6, 2018 (relating to results of the extraordinary
general meeting of shareholders and changes to the Board of Directors);

« Form 6-K filed with the ISA on May 15, 2018 (relating to Company’s announcement of
the release of first quarter 2018 results);

- Form 6-K filed with the ISA on May 24, 2018 (relating to changes to the Board of
Directors);

«  Form 6-K filed with the ISA on May 31, 2018 (relating to a share buyback plan);
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Form 6-K filed with the ISA on May 31, 2018 (relating to the Company’s first quarter
2018 results);

Form 6-K filed with the ISA on June 13, 2018 (relating to the filing of the Shelf
Prospectus);

Form 6-K filed with the ISA on July 4, 2018 (relating to the interest rate for the series D
notes for the period commencing on July 1, 2018 and ending on September 30, 2018);

Form 6-K filed with the ISA on July 12, 2018 (relating to the receipt of a temporary
allocation of spectrum bands);

Form 6-K filed with the ISA on July 26, 2018 (relating to the Company’s announcement
of the release of second quarter 2018 results);

Form 6-K filed with the ISA on August 6, 2018 (relating to the results of the Company's
repurchase of its shares);

Form 6-K filed with the ISA on August 13, 2018 (relating to S&P rating);

Form 6-K filed with the ISA on August 15, 2018 (relating to the Company’s second
quarter 2018 results);

Form 6-K filed with the ISA on September 13, 2018 (relating to materials for the annual
general meeting of shareholders);

Form 6-K filed with the ISA on October 4, 2018 (relating to the interest rate for the series
D notes for the period commencing on October 1, 2018 and ending on December 31,
2018);

Form 6-K filed with the ISA on October 10, 2018 (relating to changes to the proxy
statement for the annual general meeting of shareholders);

Form 6-K filed with the ISA on October 28, 2018 (relating to the results of the
Company's repurchase of its shares);

Form 6-K filed with the ISA on October 28, 2018 (relating to results of the annual
general meeting of shareholders);

Form 6-K filed with the ISA on November 1, 2018 (relating to Company’s announcement
of the release of third quarter 2018 results);

Form 6-K filed with the ISA on November 21, 2018 (relating to Company’s third quarter
2018 results);

Form 6-K filed with the ISA on November 28, 2018 (relating to the announcement of an
'ilA+' rating for a deferred private placement);

Form 6-K filed with the ISA on December 4, 2018 (relating to the announcement of the
uniform weighted discount rate for series F debentures); and

Form 6-K filed with the ISA on December 9, 2018 (relating to the consideration of a
debenture issuance in Israel);

Form 6-K filed with the ISA on December 20, 2018 (relating to updated version of the
Deed of Trust); and

Form 6-K filed with the ISA on December 20, 2018 (relating to updated version of the
summary of stipulations); and
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+ Form 6-K filed with the ISA on December 20, 2018 (relating to updated version of the
Deed of Trust and the updated version of the summary of stipulation) ; and

+ Form 6-K filed with the ISA on December 30, 2018 (relating to updated version of the
Deed of Trust and the updated version of the summary of stipulation).

As you read the above documents, you may find inconsistencies in information from
one document to another. If you find inconsistencies between the documents and this shelf
offering report, you should rely on the statements made in the most recent document.

We will provide to each person, including any beneficial owner, to whom this shelf
offering report is delivered, a copy of these filings, at no cost, upon written or oral request to
us at: 8 Amal Street, Afek Industrial Park, Rosh Ha’ayin 48103, Israel, Attn.: Corporate
Secretary, telephone number: 972-54-7814-888. Copies of these filings may also be accessed
on the SEC’s website at www.sec.gov, the ISA’s website at www.magna.isa.gov.il and our
website at www.partner.co.il. Except for such filings, information contained on such websites
is not part of this shelf offering report.

18.8. Legal Matters

Certain legal matters with respect to the offering of the Debentures are being passed
upon for us by Agmon & Co., Rosenberg, Hacohen & Co. of Tel Aviv, Israel and by
Shearman & Sterling (London) LLP of London, United Kingdom.
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PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)

INTERIM CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Convenience

translation
into U.S.
Dollars
New Israeli Shekels (note 2a)
September 30, December 31, September 30,
2018 2017 2018
(Unaudited) (Audited) (Unaudited)
In millions
CURRENT ASSETS
Cash and cash equivalents 361 867 100
Short-term deposits 291 150 80
Trade receivables 679 808 187
Other receivables and prepaid expenses 49 48 14
Deferred expenses — right of use 46 43 13
Inventories 80 93 22
1,506 2,009 416
NON CURRENT ASSETS
Trade receivables 251 232 68
Prepaid expenses and other 6 5 2
Deferred expenses — right of use 176 133 49
Property and equipment 1,157 1,180 319
Intangible and other assets 634 697 175
Goodwill 409 407 113
Deferred income tax asset 37 55 10
2,670 2,709 736
TOTAL ASSETS 4,176 4,718 1,152

Date of approval of the interim condensed financial information by the Company’s board of directors:
November 20, 2018.

Isaac Benbenishti Tamir Amar
Chief Executive Officer Chief Financial Officer



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)

INTERIM CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
Convenience
translation into

U.S. Dollars
New Israeli Shekels (note 2a)
September 30, December 31, September 30,
2018 2017 2018
(Unaudited) (Audited) (Unaudited)
In millions
CURRENT LIABILITIES
Current maturities of notes payable and borrowings 371 705 102
Trade payables 706 787 195
Payables in respect of employees 58 91 16
Other payables (mainly institutions) 36 31 10
Income tax payable 57 50 16
Deferred revenues from HOT mobile 31 31 9
Other deferred revenues 39 41 11
Provisions 69 75 19
1,367 1,811 378
NON CURRENT LIABILITIES
Notes payable 975 975 269
Borrowings from banks and others 204 243 56
Liability for employee rights upon retirement, net 41 40 11
Dismantling and restoring sites obligation 20 27 6
Deferred revenues from HOT mobile 141 164 39
Other non-current liabilities 27 24 7
1,408 1,473 388
TOTAL LIABILITIES 2,775 3,284 766

EQUITY
Share capital - ordinary shares of NIS 0.01
par value: authorized - December 31, 2017
and September 30, 2018 - 235,000,000 shares;
issued and outstanding - 2 2 1
December 31, 2017 — **168,243,913 shares
September 30, 2018 — **163,154,257 shares
Capital surplus 1,131 1,164 312
Accumulated retained earnings 539 491 148
Treasury shares, at cost
December 31, 2017 — ***2,850,472 shares

September 30, 2018 — ***7,943,348 shares (272) (223) (75)
Non-controlling interests 1 *
TOTAL EQUITY 1,401 1,434 386
TOTAL LIABILITIES AND EQUITY 4,176 4,718 1,152

*  Representing an amount of less than 1 million.

** Net of treasury shares

*** |ncluding, restricted shares in amount of 1,376,381 and 1,038,219 as of and December 31, 2017 and September 30,
2018, respectively, held by a trustee under the Company's Equity Incentive Plan, such shares may become outstanding
upon completion of vesting conditions.

The accompanying notes are an integral part of the interim condensed consolidated financial information.
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Revenues, net
Cost of revenues

Gross profit

Selling and marketing
expenses

General and administrative
expenses

Income with respect to
settlement agreement
with Orange

Other income, net
Operating profit
Finance income

Finance expenses

Finance costs, net

Profit before income tax
Income tax expenses

Profit for the period
Attributable to:

Owners of the Company
Non-controlling interests

Profit for the period

Earnings per share
Basic
Diluted

Weighted average number

of shares outstanding (in
thousands)

Basic
Diluted

PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
INTERIM CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Convenience translation into U.S.

New Israeli shekels dollars
9 month 3 month 9 month 3 month
period ended period ended period ended period ended
September 30 September 30 September 30, September 30,
2018 2017 2018 2017 2018 2018
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
In millions (except per share data)
2,445 2,434 822 826 674 227
2,006 1,916 657 625 553 182
439 518 165 201 121 45
221 189 78 70 61 21
137 146 46 46 38 13
108

21 24 7 7 6 2
102 315 48 92 28 13
4 4 1 5 1 *
45 96 11 20 12 3
41 92 10 15 11 3
61 223 38 77 17 10
24 59 12 23 7 3
37 164 26 54 10 7
37 164 26 54 10 7
* * * *
37 164 26 54 10 7
0.22 1.02 0.16 0.32 0.06 0.04
0.22 1.01 0.16 0.32 0.06 0.04
167,137 161,002 164,785 167,371 167,137 164,785
168,047 162,745 165,611 168,815 168,047 165,611

* Representing an amount of less than 1 million.

The accompanying notes are an integral part of the interim condensed consolidated financial information.



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
INTERIM CONDENSED CONSOLIDATED STATEMENTS
OF COMPREHENSIVE INCOME

Convenience translation into

New Israeli shekels U.S. dollars
9 month 3 month 9 month 3 month
period ended period ended period ended  period ended
September 30, September 30, September 30,  September 30,
2018 2017 2018 2017 2018 2018
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
In millions
Profit for the period 37 164 26 54 10 7
Other comprehensive income
for the period, net of income tax - - - - - -
TOTAL COMPREHENSIVE
INCOME FOR THE PERIOD 37 164 26 o4 10 I
Total comprehensive income
attributable to:
Owners of the Company 37 164 26 54 10 7
Non-controlling interests * - * - * *
TOTAL COMPREHENSIVE
INCOME FOR THE PERIOD 37 164 26 54 10 l

* Representing an amount of less than 1 million.

The accompanying notes are an integral part of the interim condensed consolidated financial information.



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

Attributable to owners of the Company

Share capital

Non-
Number of Capital Accumulated Treasury controlling
Shares** Amount surplus earnings shares Total interests Total equity
(I'n millions)
New Israeli Shekels:
BALANCE AT JANUARY 1, 2018 (audited) 168,243,913 2 1,164 491 (223) 1,434 1,434
CHANGES DURING THE 9 MONTHS ENDED
SEPTEMBER 30, 2018 (unaudited):
Total comprehensive profit for the period 37 37 37
Exercise of options and vesting of restricted shares
granted to employees 429,170 (33) 33
Acquisition of treasury shares (note 12) (5,518,826) (82) (82) (82)
Employee share-based compensation expenses 11 11 11
Non-controlling interests on acquisition of
subsidiary 1
BALANCE AT SEPTEMBER 30, 2018 (unaudited) 163,154,257 2 1131 539 (272) 1,400 1,401
Convenience translation into U.S. Dollars (note 2a):
BALANCE AT JANUARY 1, 2018 (audited) 168,243,913 1 321 135 (61) 396 396
CHANGES DURING THE 9 MONTHS ENDED
SEPTEMBER 30, 2018 (unaudited):
Total comprehensive profit for the period 10 10 10
Exercise of options and vesting of restricted shares
granted to employees 429,170 9) 9
Acquisition of treasury shares (note 12) (5,518,826) (23) (23) (23)
Employee share-based compensation expenses 3 3 3
Non-controlling interests on acquisition of
subsidiary *
BALANCE AT SEPTEMBER 30, 2018 (unaudited) 163,154,257 1 312 148 (75) 386 386

* Representing an amount of less than 1 million.
** Net of treasury shares.

The accompanying notes are an integral part of the interim condensed consolidated financial information.
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PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

Share capital

Number of Capital Accumulated Treasury
Shares** Amount surplus Earnings shares Total
(I'n millions)
New Israeli Shekels:
BALANCE AT JANUARY 1, 2017 (audited) 156,993,337 2 1,034 358 (283) 1,111
CHANGES DURING THE 9 MONTHS ENDED
SEPTEMBER 30, 2017 (unaudited):
Total comprehensive income for the period 164 164
Issuance of shares to shareholders 10,178,211 * 190 190
Exercise of options and vesting of restricted shares granted
to employees 355,618 * (25) 25 *
Employee share based compensation expenses 16 16
BALANCE AT SEPTEMBER 30, 2017 (unaudited) 167,527,166 2 1,199 538 (258) 1,481

* Representing an amount of less than 1 million.
** Net of treasury shares.

The accompanying notes are an integral part of the interim condensed consolidated financial information.



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)

INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash generated from operations (Appendix)
Income tax paid
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment
Acquisition of intangible and other assets
Proceeds from (investment in) short-term deposits, net
Interest received
Consideration received from sales of property and equipment
Payment for acquisition of subsidiary, net of cash acquired
Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Share issuance
Acquisition of treasury shares (note 12)
Interest paid
Proceeds from issuance of notes payable, net of issuance
costs
Repayment of hon-current borrowings
Net cash used in financing activities

INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF
PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD

* Representing an amount of less than 1 million

The accompanying notes are an integral part of the interim condensed consolidated financial

information.

Convenience

translation
into
U.S. Dollars
New Israeli Shekels (note 2a)
9 months ended September 30,
2018 2017 2018
(Unaudited)  (Unaudited)  (Unaudited)
In millions
504 804 140
* (7) *
504 797 140
(241) (146) (66)
(118) (117) (33)
(141) 302 (39)
1 2 *
3 * 1
[©) 1)
(499) 41 (138)
190
(82) (23)
(54) (85) (15)
252
(375) (901) (103)
(511) (544) (141)
(506) 294 (139)
867 716 239
361 1,010 100




PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Appendix — Cash generated from operations and supplemental information

Convenience

translation
into
U.S. Dollars
New Israeli Shekels (note 2a)
9 months ended September 30,
2018 2017 2018
(Unaudited) (Unaudited)  (Unaudited)
In millions
Cash generated from operations:
Profit for the period 37 164 10
Adjustments for:
Depreciation and amortization 406 399 112
Amortization of deferred expenses - Right of use 31 28 9
Employee share based compensation expenses 11 16 3
Liability for employee rights upon retirement, net 1 (3) *
Finance costs, net @ ®) *
Change in fair value of derivative financial instruments 1)
Interest paid 54 85 15
Interest received 2 (2) 1
Deferred income taxes 17 14 5
Income tax paid 7
Changes in operating assets and liabilities:
Decrease (increase) in accounts receivable:
Trade 110 276 30
Other 2) (5) (@)}
Increase (decrease) in accounts payable and accruals:
Trade (46) 45 (13)
Other payables (29) (49) (8)
Provisions (6) 1 2
Deferred income with respect to settlement
agreement with Orange (108)
Deferred revenues from HOT mobile (23) (23) (6)
Other deferred revenues (D) 5 *
Increase in deferred expenses - Right of use ) (86) (21)
Current income tax 7 38 2
Decrease in inventories 13 6 4
Cash generated from operations 504 804 140

* Representing an amount of less than 1 million

At September 30, 2018 and 2017, trade and other payables include NIS 130 million ($36 million) and NIS 102
million, respectively, in respect of acquisition of intangible assets and property and equipment; payments in respect
thereof are presented in cash flows from investing activities.

These balances are recognized in the cash flow statements upon payment.

The accompanying notes are an integral part of the interim condensed consolidated financial
information.



PARTNER COMMUNICATIONS COMPANY LTD.

(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION

NOTE 1 - GENERAL

Partner Communications Company Ltd. ("the Company", "Partner") is a leading lIsraeli provider
of telecommunications services (cellular, fixed-line telephony, internet and television
services) under the orange™ brand until February 15, 2016, and under the Partner brand
thereafter, and under the 012 Mobile brand. The Company is incorporated and domiciled in
Israel and its principal executive office’s address is 8 Amal Street, Afeq Industrial Park, Rosh-
Ha'ayin 48103, Israel.

The Company's share capital consists of ordinary shares, which are traded on the Tel Aviv Stock
Exchange Ltd. ("TASE"™) under the symbol "PTNR". American Depositary Shares ("ADSs"),
each representing one of the Company’s ordinary shares, are quoted on the NASDAQ Global
Select Market™, under the symbol "PTNR".

This interim condensed consolidated financial information of the Company as of September 30,
2018, is comprised of the Company and its subsidiaries and partnerships (the "Group"). See list
of subsidiaries and partnerships and principles of consolidation in note 2(b).

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation of the financial information

This interim condensed consolidated financial information of the Company as of September 30,
2018 ("the financial information") has been prepared in accordance with IAS 34, Interim
financial reporting. The interim condensed consolidated financial information should be read in
conjunction with the annual financial statements for the year ended December 31, 2017, which
have been prepared in accordance with IFRS, as issued by the International Accounting Standards
Board (IFRS).

The interim condensed consolidated financial information has been reviewed, not audited.

Except as described below, the accounting policies applied are consistent with those of the annual
financial statements for the year ended December 31, 2017 as described in those annual financial
statements.

Costs incurred unevenly during the year are brought forward or deferred for interim reporting
purposes if, and only if, it is appropriate to bring forward or defer such costs at the end of the
reporting year.

Income tax for interim periods is included based on the best management estimate of the
anticipated average annual tax rate for the entire year.

Convenience translation into U.S Dollars (USD or $): The NIS figures at September 30, 2018 and
for the period then ended have been translated into USD using the representative exchange rate of
the USD at September 30, 2018 ($1=NIS 3.627). The translation was made solely for
convenience. The translated USD figures should not be construed as a representation that the
Israeli currency amounts actually represent, or could be converted into USD.
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PARTNER COMMUNICATIONS COMPANY LTD.

(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued)
(b) Principles of consolidation

The consolidated financial statements include the accounts of the Company and entities
controlled by the Company. Control exists when the Company has the power over the investee;
has exposure, or rights, to variable returns from involvement in the investee; and has the ability to
use its power over the investee to affect its returns. Subsidiaries and partnerships are fully
consolidated from the date on which control is transferred to the Company.

Inter-company transactions, balances, income and expenses on transactions between Group
companies are eliminated in preparing the consolidated financial statements.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the
consolidated statements of profit or loss, statement of comprehensive income, statement of
changes in equity and balance sheet respectively.

List of wholly owned subsidiaries and partnerships:

012 Smile Telecom Ltd.

012 Telecom Ltd.

Partner Land-Line Communication Solutions - Limited Partnership

Partner Future Communications 2000 Ltd. ("PFC")

Partner Communication Products 2016 - Limited Partnership

Partner Business Communications Solution - Limited Partnership — not active

Consolidated subsidiary - 51% ownership interest held by the Group - Iconz Holdings Ltd.

Associates accounted for under the equity method:

In November 2013, the Company and Hot Mobile Ltd. entered into a network sharing agreement
("NSA") and a right of use agreement. Pursuant to the NSA, the parties created a 50-50 limited
partnership - P.H.I. Networks (2015) Limited Partnership ("PHI"), which operates and develops a
radio access network shared by both parties, starting with a pooling of both parties' radio access
network infrastructures creating a single shared pooled radio access network. PHI began its
operations in July 2015, managing the networks.

11



PARTNER COMMUNICATIONS COMPANY LTD.

(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued)
(c) The following new standard is effective for the first time commencing January 1, 2018:

IFRS 9, Financial Instruments, addresses the classification, measurement and recognition of financial
assets and financial liabilities and introduces a new impairment model for financial assets based on
expected credit losses. IFRS 9 establishes three primary measurement categories for financial assets:
amortized cost, fair value through other comprehensive income and fair value through profit or loss. The
Group applied the new standard retrospectively from January 1, 2018, with the practical expedients
permitted under the standard. Comparatives for 2017 were not restated. The effect of IFRS 9
implementation was not material.

(e) The following relevant new standards, amendments to standards or interpretations have
been issued, but are not effective for the financial periods beginning January 1, 2018, and
have not been early adopted:

IFRS 16, Leases (“the Standard”), was issued in January 2016 and will supersede IAS 17 Leases. The
Standard is mandatory for financial years commencing on or after January 1, 2019, and early application
is permitted. The Company will adopt the standard from its mandatory adoption date of January 1, 2019
(transition date).

The Standard removes the distinction between operating and finance leases for lessees. Under the new
Standard, with certain exceptions, the assets (the right to use the leased item) and the financial liabilities
to pay rentals will be recognized in the statement of financial position, and are expected to be material.
The accounting for lessors will not change significantly. In the statement of income, finance costs on the
financial liabilities and depreciation expenses related to the rights-of-use assets will be recognized in
place of rental expenses. In the statement of cash flows, rental payments will be recognized as
repayment of the financial liabilities and will be presented as cash used in financing activities in place of
cash provided by operating activities. The implementation of the new Standard is not expected to
materially affect profit.

The Company is in the process of implementing the required adjustments into the Company's
information systems. The Company plans to apply the Standard using the modified retrospective
approach and will not restate comparative amounts for the years prior to the transition date. Any
transitional adjustments will be recognized in retained earnings with the cumulative effect as of the
transition date.

The Company estimates that the implementation of the standard will result in a decrease in lease
expenses in 2019 of approximately between NIS 70 million and NIS 80 million, and an increase in
amortization expenses and finance costs in 2019 in a total amount of approximately between NIS 70 and
NIS 80 million; and on the statement of financial position a right-of-use asset and corresponding lease
liability are expected to be recognized in amounts of approximately between NIS 300 million and NIS
350 million.

In addition, further material effect is expected to occur in the stand alone financial statements of PHI
(P.H.1. Networks (2015) Limited Partnership, held 50% by the Company) which operates a substantial
number of the Company's cell-sites. The total contractual undiscounted estimated lease payments of PHI
are approximately between NIS 690 million and NIS 730 million. PHI management estimates that the
total contractual lease expenses in 2019 will decrease in the amount of approximately between NIS 140
million to NIS 160 million and the amortization and finance expenses will increase in an amount which
is still under evaluation by PHI management.

The aforementioned amounts are estimates and not final and therefore may change.

12



Segment revenue - Services
Inter-segment revenue - Services
Segment revenue - Equipment

Total revenues

Segment cost of revenues — Services
Inter-segment cost of revenues- Services
Segment cost of revenues - Equipment

Cost of revenues

Gross profit

Operating expenses (3)

Income with respect to settlement
agreement with Orange

Other income, net

Operating profit
Adjustments to presentation of segment
Adjusted EBITDA
—Depreciation and amortization

—Other (1)
Segment Adjusted EBITDA (2)
Reconciliation of segment subtotal
Adjusted EBITDA to profit for
the period
Segments subtotal Adjusted EBITDA (2)
- Depreciation and amortization
- Finance costs, net
- Income tax expenses
- Other (1)

Profit for the period

PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)
NOTE 3-SEGMENT INFORMATION

New Israeli Shekels

New Israeli Shekels

Nine months ended September 30, 2018

Nine months ended September 30, 2017

In millions (Unaudited)

In millions (Unaudited)

Reconciliation

Reconciliation

Cellular Fixed line for Cellular Fixed line for
segment segment consolidation Consolidated segment segment consolidation Consolidated
1,384 515 1,899 1,487 465 1,952
12 117 (129) 13 115 (128)

478 68 546 428 54 482
1,874 700 (129) 2,445 1,928 634 (128) 2,434
1,072 512 1,584 1,093 443 1,536

116 13 (129) 114 14 (128)

377 45 422 342 38 380
1,565 570 (129) 2,006 1,549 495 (128) 1,916

309 130 439 379 139 518

261 97 358 268 67 335

108 108

18 3 21 23 1 24

66 36 102 242 73 315
328 109 327 100

11 17

405 145 586 173

550 759

(437) 427)

(41) 92)

(24) (59)

(11) 17)

37 164
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PARTNER COMMUNICATIONS COMPANY LTD.

(An Israeli Corporation)

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)
NOTE 3 - SEGMENT INFORMATION (continued)

New Israeli Shekels

New Israeli Shekels

Three months ended September 30, 2018

Three months ended September 30, 2017

In millions (Unaudited)

In millions (Unaudited)

Reconciliation

Reconciliation

Cellular Fixed line for Cellular Fixed line for
segment segment consolidation Consolidated segment segment consolidation Consolidated
Segment revenue - Services 473 181 654 510 156 666
Inter-segment revenue - Services 3 39 (42) 4 38 (42)
Segment revenue - Equipment 143 25 168 138 22 160
Total revenues 619 245 (42) 822 652 216 (42) 826
Segment cost of revenues — Services 355 178 533 358 150 508
Inter-segment cost of revenues- Services 38 4 (42) 38 4 (42)
Segment cost of revenues - Equipment 111 13 124 102 15 117
Cost of revenues 504 195 (42) 657 498 169 (42) 625
Operating expenses (3) 88 36 124 87 29 116
Other income, net 5 2 7 7 * 7
Operating proﬁt 32 16 48 74 18 92
Adjustments to presentation of segment
Adjusted EBITDA
—Depreciation and amortization 109 40 109 32
—Other (1) 4 6
Segment Adjusted EBITDA (2) 145 56 189 50
Reconciliation of segment subtotal
Adjusted EBITDA to profit for
the period
Segments subtotal Adjusted EBITDA (2) 201 239
- Depreciation and amortization (149) (141)
- Finance costs, net (120) (15)
- Income tax expenses (12) (23)
- Other (1) 4) (6)
26 54

Profit for the period
* Representing an amount of less than NIS 1 million.
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PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 3 - SEGMENT INFORMATION (continued):

(1) Mainly amortization of employee share based compensation.

(2) Adjusted EBITDA as reviewed by the CODM represents Earnings Before Interest (finance costs, net),
Taxes, Depreciation and Amortization (including amortization of intangible assets, deferred expenses-
right of use and impairment charges) and Other expenses (mainly amortization of share based
compensation). Adjusted EBITDA is not a financial measure under IFRS and may not be comparable to
other similarly titled measures for other companies. Adjusted EBITDA may not be indicative of the
Group's historic operating results nor is it meant to be predictive of potential future results. The usage of
the term "Adjusted EBITDA" is to highlight the fact that the Amortization includes amortization of
deferred expenses — right of use and amortization of employee share based compensation and impairment
charges; it is fully comparable to EBITDA information which has been previously provided for prior

periods.

(3) Operating expenses include selling and marketing expenses and general and administrative expenses.

NOTE 4 - REVENUES

Disaggregation of revenues:

Segment revenue - Services to private customers
Segment revenue - Services to business customers
Segment revenue - Services revenue total
Segment revenue - Equipment

Total Revenues

Segment revenue - Services to private customers
Segment revenue - Services to business customers
Segment revenue - Services revenue total
Segment revenue - Equipment

Total Revenues

Nine months ended September 30, 2018
New Israeli Shekels in millions

Cellular Fixed-line  Elimination Consolidated
segment segment

778 304 (71) 1,011

618 328 (58) 888

1,396 632 (129) 1,899

478 68 546

1,874 700 (129) 2,445

Nine months ended September 30, 2017
New Israeli Shekels in millions

Cellular Fixed-line  Elimination Consolidated
segment segment

888 234 (74) 1,048

612 346 (54) 904

1,500 580 (128) 1,952

428 54 482

1,928 634 (128) 2,434

Revenues from services are recognized over time. For the nine months ended September 2018 revenues from
equipment are recognized at a point of time, except for NIS 12 million, which were recognized in the nine
months ended September 2018 over time. Revenues from equipment for the nine months ended September
2018 include revenues from operating leases according to IAS 17, in an amount of NIS 12 million.

Revenues from services for the nine months ended September 2017 include revenues from operating leases

according to IAS17 in an amount of NIS 7 million.



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 5- LAWSUITS AND LITIGATIONS

A. Claims
Total provision recorded in the financial statements in respect of all lawsuits against the Group
amounted to NIS 67 million at September 30, 2018.

Described below are the main litigation and claims against the Group:
1. Consumer claims

This category includes class actions and motions for the recognition of these lawsuits
as class actions with respect to, among others, alleged claims regarding charges and
claims regarding alleged breach of the Consumer Protection Law, the Privacy
Protection Law, the Communications Law (Telecommunications and Broadcasting),
license provisions, other legal provisions and engagement agreements with customers.

Described hereunder are the outstanding consumer class actions and motions for the
recognition of these lawsuits as class actions, detailed according to the amount
claimed, as of the date of approval of these financial statements:

Claim amount Number of Total claims amount
claims (NIS million)

Up to NIS 100 million 25 657

NIS 100 - 400 million 7 1,455

NIS 400 million - NIS 1 billion 2 1,405

Unquantified claims 17 -

Total 51 3,517

With respect to 2 of the claims mentioned in the table above, the court approved these
claims as class actions:

1. On September 7, 2010, a claim and a motion to certify the claim as a class action
were filed against Partner. The claim alleges that Partner unlawfully charged its
customers for services of various content providers which are sent through text
messages (SMS). The total amount claimed from Partner is estimated by the
plaintiffs to be approximately NIS 405 million. The claim was certified as a class
action in December 2016. In February 2017, the plaintiffs filed an appeal to the
Supreme Court, regarding the definition of the group of customers. Partner
estimates that even if the claim will be decided in favor of the approved group of
customers (as defined by the District Court), the damages that Partner will be
required to pay for, will be immaterial.

16



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 5- LAWSUITS AND LITIGATIONS (continued)
A. Claims (continued)
1. Consumer claims (continued)

2. On April 3, 2012, a claim and a motion to certify the claim as a class action were
filed against Partner. The claim alleges that Partner breached its license conditions
in connection with benefits provided to customers that purchased handsets from
third parties. The amount claimed in the lawsuit was estimated by the plaintiffs to
be approximately NIS 22 million. In September 2014, The Court approved the
motion and recognized the lawsuit as a class action. In July 2017, the parties filed a
request to the Court to approve a settlement agreement. Partner estimates that the
damages that Partner will be required to pay for will be immaterial.

With respect to 2 claims mentioned in the table above, with a total amount of NIS 343
million (other than the 2 claims mentioned above), the parties filed requests to approve
settlement agreements and with respect to 5 additional claims in the amount of NIS 400
million (other than the 2 claims mentioned above), the court approved settlement
agreements.

2. Employees and other claims

A claim and a motion for the recognition of this claim as a class action in the amount of NIS
100 million. In September 2016, the parties filed a request to approve a settlement agreement
regarding this claim and in November 2017 the parties filed an amended request to approve a
settlement agreement regarding this claim. In July 2018 the Court approved the request and
Partner is currently implementing the amended settlement agreement. The damages that
Partner is required to pay are immaterial.

In addition to all the above mentioned claims the Group is a party to various claims arising in
the ordinary course of its operations.
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PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 5- LAWSUITS AND LITIGATIONS (continued)

B. Contingencies in respect of building and planning procedures

(1) Under the Telegraph Regulations the Company is committed to pay an annual fixed fee
for each frequency used. Under the above Regulations should the Company choose to
return a frequency, such payment is no longer due.

(2) Section 197 of the Building and Planning Law states that a property owner has the right to
be compensated by a local planning committee for reductions in property value as a result
of a new building plan.

In January 2006, the Non-ionizing Radiation Law was published, amending the Planning
and Building Law so that local Planning and Building committees must require
indemnification letters against reduction in property value from the cellular operators
requesting building permits.

Accordingly, on January 3, 2006, the National Council for Planning and Building
published an interim decision conditioning the issuance of building permits for cell site
permits by local planning and building councils upon provision of a 100%
indemnification undertaking by the cellular operators. This decision shall remain in effect
until it is replaced with an amendment to the National Zoning Plan 36. Between January
3, 2006 and September 30, 2018 the Company provided the local authorities with 490
indemnification letters as a pre-condition for obtaining building permits.

In case the Company shall be required to make substantial payments under the indemnity
letters, it could have an adverse effect on the Company's financial results.

According to the company’s management estimation and based on its legal counsel, a
provision in the financial statement was not included.

The Company assumes that the requirement to provide indemnification letters might
require it to change locations of sites to different, less suitable locations and to dismantle
some of its sites. These changes in the deployment of the sites might have an adverse
effect on the extent, quality and capacity of the network coverage.

18



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 6 - EQUITY AND SHARE BASED PAYMENTS
Share based compensation to employees — share options

The share options and restricted shares are subject to the 2004 Equity Incentive Plan (the Plan)
that provides for the share options dividend adjustment mechanism and the cashless exercise.

During the nine months ended September 30, 2018 518,855 share options and 165,569 restricted
shares were granted to senior officers and employees of the Company following the approval of
the Company's Board of Directors.

During the nine months ended September 30, 2018 429,170 shares have been issued upon
exercise of share options and vesting of restricted shares under the Plan.

Through September 30, 2018 — 31,823,062 share options have been granted to the Group's senior
officers and employees pursuant to the Plan, of which 8,451,011 remained outstanding; and
4,464,337 restricted shares have been granted to the Group's senior officers and employees
pursuant to the Plan, of which 936,941 remained outstanding.

See also note 12 about Company's shares buyback.

NOTE 7 - INVENTORY

New Israeli Shekels
December 31,  September 30,

2017 2018
In millions
Handsets and devices 60 41
Accessories and other 8 9
Spare parts 19 23
ISP modems, routers, servers and related equipment 6 7
93 80
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PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 8 - TRANSACTIONS AND BALANCES WITH RELATED PARTIES

a. Key management compensation amounted NIS 24 million for the nine months ended September
30, 2018.
b. Inthe ordinary course of business, key management or their relatives may have engaged with the
Company with immaterial transactions that are under normal market conditions.
c.  Principal shareholder: On January 29, 2013, S.B. Israel Telecom Ltd. completed the acquisition
of 48,050,000 ordinary shares of the Company and became the Company's principal shareholder.
d. Associates —investment in PHI
Balances and transactions with PHI (see note 2 (c)):
New Israeli Shekels
Nine months ended September 30,
2018 2017
(Unaudited)
In millions
Operating expenses, net 48 33
New Israeli Shekels
September 30, December 31,
2018 2017
(Unaudited) (Audited)
In millions
Deferred expenses - Right of use 121 95
Current liabilities ar 43
10 7

Non-Current liabilities

The Company provided a guarantee to PHI's debt in an amount of NIS 50 million.

NOTE 9 — SEASONALITY

The Company's service revenues and profitability show some seasonal trends over the year,
resulting mainly from revenues from roaming services, which tend to increase during Jewish
holiday periods (generally in the second and fourth quarters) and during the summer months.
Therefore the financial results for the nine months ended September 30, 2018 may not
necessarily indicate the financial results for the year ended December 31, 2018.

20



PARTNER COMMUNICATIONS COMPANY LTD.
(An Israeli Corporation)
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (continued)

NOTE 10 - EARLY REPAYMENT OF BORROWINGS

In March 2018 the Company early repaid borrowings O and L in a total principal amount of NIS 300
million. In the first quarter of 2018, the Company recorded an early repayment fee in a total amount
of NIS 9 million in connection with the abovementioned repayments.

In June 2018 the Company early repaid borrowing K in a principal amount of NIS 75 million.

NOTE 11 - NOTES PAYABLE ISSUANCE COMMITMENTS

In September 2017, the Company entered into an agreement with certain Israeli institutional investors,
according to which the Company undertook to issue to the institutional investors, and the institutional
investors undertook to purchase from the Company, in the framework of a private placement, in an
aggregate principal amount of NIS 150 million of additional Series F debentures in December 2018.

In December 2017, the Company entered into an agreement with certain Israeli institutional investors,
according to which the Company undertook to issue to the institutional investors, and the institutional
investors undertook to purchase from the Company, in the framework of a private placement, in an
aggregate principal amount of NIS 126.75 million of additional Series F debentures in December
20109.

In January 2018, the Company entered into an agreement with certain Israeli institutional investors,
according to which the Company undertook to issue to the institutional investors, and the institutional
investors undertook to purchase from the Company, in the framework of a private placement, in an
aggregate principal amount of NIS 100 million of additional Series F debentures in December 2019.

NOTE 12 - ACQUISITION OF TREASURY SHARES

In May 2018 the Company's Board of Directors resolved to adopt a buyback plan of the Company's
ordinary shares which are traded on the Tel Aviv Stock Exchange, up to an aggregate amount of NIS
200 million ("the Plan™). The Plan will be implemented in multiple tranches. Two tranches in a total
amount of NIS 100 million were approved by the Company's Board of Directors.

In the second quarter of 2018 the Company purchased 1,140,406 of its ordinary shares in a total
amount of NIS 15 million.

In the third quarter of 2018 the Company purchased 4,378,420 of its ordinary shares in a total amount
of NIS 67 million.

In October 2018 the Company purchased 982,762 of its ordinary shares in a total amount of NIS 18
million and completed the two tranches of the buyback plan.

The Company's own shares purchased are recorded as "treasury shares". In accordance with the
Israeli Companies Law, the treasury shares are considered dormant shares as long as they are held by
the Company, and as such they do not bear any rights (including the right to vote in general meetings
of shareholders and to receive dividends) until they are transferred to a third party.
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