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Potential persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays
a currently valid OMB number. EFT: 18pt; MARGIN-RIGHT: 8.25pt" align="left">Cellular Subscribers (in
thousands)(3)  3,073   3,187   3,292   3,394   3,349     
Cellular Period churn rate(4)

  16.3%  18.9%  19.6%  20.5%  25.1%    
Cellular ARPU (in NIS)(5)

  150   149   144   144   106   27.7                          
Balance Sheet Data:

Cash
  911   275   903   533   920   241 
Working capital
  716   461   1,254   924   679   178 
Total assets
  6,294   5,488   6,379   5,996   8,557   2,239 
Total equity
  881   390   374   341   187   49 
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(1)The consolidated financial results for the year 2011 include the results of Netvision Ltd., or Netvision, our recently
acquired wholly owned subsidiary, for the months September through December 2011. We consummated the
acquisition of Netvision on August 31, 2011. For further details regarding the Netvision acquisition, see Item 4. A –
“Significant Developments during 2011”. For further details regarding the effect of Netvision’s financial results on
our consolidated financial results, see Item 5. A - “Operating and Financial Review and Prospects”.

(2)EBITDA is a non-IFRS measure and is defined as income before financing income (expenses), net; other income
(expenses), net; income tax; depreciation and amortization; share based payments.  We present EBITDA as a
supplemental performance measure because we believe that it facilitates operating performance comparisons from
period to period and company to company by backing out potential differences caused by variations in capital
structure (most particularly affecting our interest expense given our significant debt), tax positions (such as the
impact on periods or companies of changes in effective tax rates or net operating losses) the age of, and
depreciation expenses associated with fixed assets.  EBITDA should not be considered in isolation or as a
substitute for operating income or other statement of operations or cash flow data prepared in accordance with
IFRS as a measure of our profitability or liquidity.  EBITDA does not take into account our debt service
requirements and other commitments, including capital expenditures, and, accordingly, is not necessarily indicative
of amounts that may be available for discretionary uses.  In addition, EBITDA, as presented in this annual report,
may not be comparable to similarly titled measures reported by other companies due to differences in the way that
these measures are calculated.

The following is a reconciliation of net income to EBITDA:

Year Ended December 31,
2007 2008 2009 2010 2011 2011

(In NIS millions)
(In US$
millions)

Net income 919 989 1,182 1,291 825 216
Financing expense
(income), net 147 310 219 230 293 77
Other expenses (income),
net 3 (29 ) 6 5 1 -
Income taxes 328 391 367 417 304 80
Depreciation and
amortization 790 821 755 724 738 193
Share based payments - - - - 6 1
EBITDA 2,187 2,482 2,529 2,667 2,167 567

(3)Cellular subscriber data refers to active subscribers.  We use a six-month method of calculating our cellular
subscriber base, which means that we deduct subscribers from our subscriber base after six months of no revenue
generation or activity on our network by or in relation to both the post-paid and pre-paid subscriber.  The
six-month method is, to the best of our knowledge, consistent with the methodology used by other cellular
providers in Israel. During the fourth quarter of 2011, we have removed approximately 52,000 subscribers from
our subscribers base, following the shutdown of our TDMA network as of December 31, 2011, since such
subscribers have not requested a transfer to our other networks as of that date, and following a change to our
previous policy which allowed subscribers to change from post to prepaid subscription as a result of the reduction
of Early Termination Fees in the cellular market in early 2011, as we found this change to be futile since most of
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these subscribers ceased using our services. These changes affected other key performance indicators. We have not
restated prior subscriber data to conform with these changes. 

(4)Churn rate is defined as the total number of voluntary and involuntary permanent deactivations of cellular
subscribers in a given period expressed as a percentage of the number of cellular subscribers at the beginning of the
period.  Involuntary permanent deactivations relate to cellular subscribers who have failed to pay their arrears for
the period of six consecutive months.  Voluntary permanent deactivations relate to cellular subscribers who
terminated their use of our cellular services.

(5)Average monthly revenue per cellular subscriber (ARPU) is calculated by dividing revenues from cellular services
for the period by the average number of cellular subscribers during the period and by dividing the result by the
number of months in the period.  Revenues from inbound roaming services are included even though the number of
cellular subscribers in the equation does not include the users of those roaming services.  Inbound roaming services
are included because ARPU is meant to capture all service revenues generated by a cellular network, including
roaming services.  Revenues from sales of extended warranties are included because they represent recurring
revenues generated by cellular subscribers, but revenues from sales of handsets, repair services and other  services
are not.  We and industry analysts treat ARPU as a key performance indicator of a cellular operator because it is
the closest meaningful measure of the contribution to service revenues made by an average subscriber.

We have set out below the calculation of ARPU for each of the periods presented:

 Year Ended December 31,
2007 2008 2009 2010 2011 2011

(In NIS millions, except number of subscribers and months)
(In US$
millions)

Revenues 6,050 6,417 6,483 6,662 6,506 1,703
less revenues from equipment sales 635 745 751 802 1,747 457
less other revenues* 93 135 162 124 484 127
Revenues used in cellular ARPU
calculation 5,322 5,537 5,570 5,736 4,275 1,119
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Average number of cellular
subscribers 2,955,855 3,105,022 3,215,492 3,322,891 3,361,803 3,361,803
Months during period 12 12 12 12 12 12
Cellular ARPU (in NIS, per month) 150 149 144 144 106 28
* Other revenues include revenues from repair services and other communication services such as ISP, transmission

services and local and international landline services.

Exchange Rate Information

The following table shows, for each of the months indicated, the high and low exchange rates between the NIS and the
U.S. dollar, expressed as NIS per U.S. dollar and based upon the daily representative rate of exchange as published by
the Bank of Israel:

Month
High
(NIS)

Low
(NIS)

September 2011 3.725 3.574
October 2011 3.763 3.602
November 2011 3.800 3.650
December 2011 3.821 3.727
January 2012 3.854 3.733
February 2012 3.803 3.700

On March 2, 2012 the daily representative rate of exchange between the NIS and U.S. dollar as published by the Bank
of Israel was NIS 3.791 to $1.00.

The following table shows, for periods indicated, the average exchange rate between the NIS and the U.S. dollar,
expressed as NIS per U.S. dollar, calculated based on the average of the representative rates of exchange on the last
day of each month during the relevant period as published by the Bank of Israel:

Year
Average
(NIS)

2007 4.085
2008 3.568
2009 3.927
2010 3.732
2011 3.582

The effect of exchange rate fluctuations on our business and operations is discussed in “Item 5 - Operating and
Financial Review and Prospects—Quantitative and Qualitative Disclosures about Market Risk.”

B. CAPITALIZATION AND INDEBTEDNESS

Not applicable.

C. REASONS FOR THE OFFER AND USE OF PROCEEDS
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Not applicable.

D. RISK FACTORS

We believe that the occurrence of any one or some combination of the following factors could have a material adverse
effect on our business, financial condition or results of operations.

8
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Risks Related to our Business

We operate in a heavily regulated industry, which can harm our results of operations.

A substantial part of our operations is subject to the Israeli Communications Law, 1982, the Israeli Wireless Telegraph
Ordinance (New Version), 1972, the regulations promulgated thereunder and the licenses for the provision of different
telecommunications services that we received from the Ministry of Communications in accordance with the
Communications Law.  The interpretation and implementation of the Communications Law, Wireless Telegraph
Ordinance and regulations and the provisions of our general licenses, as well as our other licenses, are not certain and
disagreements have arisen and may arise in the future between the Ministry of Communications and us. The
Communications Law and regulations thereunder grant the Ministry of Communications extensive regulatory and
supervisory authority with regard to our activities, as well as the authority to impose substantial sanctions in the event
of a breach of our licenses or the applicable laws and regulations. In January 2012, a bill proposing to set gradually
increasing financial sanctions on communication operators, for breach of their licenses, the amount  of which will be
calculated as a percentage of the operator’s income and based on the gravity of the breach, passed a preliminary
legislative stage in the Israeli Parliament. Such bill, if adopted,  is expected to substantially increase the Ministry of
Communications’ usage of such sanctions. Substantial sanctions would negatively affect our results of operations and
reputation.  Further, in the event that we materially violate the terms of our licenses, the Ministry of Communications
has the authority to revoke them.

Our operations are subject to the regulatory and supervisory authority of other Israeli regulators which also includes
the authority to impose criminal and administrative sanctions against us including, among others, the Ministry of
Environmental Protection;  the Anti Trust Commissionaire; the Ministry of Justice and the Law, Information and
Technology Authority at the Ministry of Justice - in charge of issues such as data bases and privacy protection; the
Ministry of Industry and Commerce (including the Fair Trade Authority) in charge of labor and consumer protection.
We have witnessed increased activity by some of these regulators in recent years and expect this trend to continue.
Substantial sanctions by any of these regulators would negatively affect our results of operations and our reputation.
Increased supervision and regulation of our activities could limit our freedom to conduct our business and harm our
results of operations.

Our general cellular license is valid until February 2022. It may be extended for additional six-year periods upon our
request to the Ministry of Communications and confirmation from the Ministry of Communications that we have
complied with the provisions of our license and the applicable law, have continuously invested in the improvement of
our service and network and have demonstrated the ability to do so in the future. Netvision’s Internet Service Provider,
or ISP license and International Long Distance, or ILD license, are valid until April 2012 and May 2025, respectively
and may be extended for additional five and eight year periods, respectively, on terms similar to those provided in our
cellular license. Our other licenses are also limited in time.  Our licenses may not be extended when necessary, or, if
extended, the extensions may be granted on terms that are not favorable to us.  In addition, the Ministry of
Communications has modified and may modify our licenses without our consent and in a manner that could limit our
freedom to conduct our business and harm our results of operations. Possible changes to our licenses and legislation
which would require us to change our pricing plans and information systems frequently or on

9
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a timetable we cannot meet, can increase the risk of noncompliance with our licenses or violation of such legislation
and our exposure to lawsuits and regulatory sanctions.

Further, our business and results of operations could be materially and adversely affected by new legislation and
decisions by our regulators that:

•  reduce tariffs, including roaming tariffs, or otherwise intervene in the pricing policies for our products
and services, including by: completely annulling early termination fees in cellular pricing plans which
include a commitment to a predefined period, or Early Termination Fees, intervening in pricing of
bundles of services, intervening in our ability to offer airtime rebates or refunds for end user equipment,
or the scope thereof, requiring us to offer a “limited credit” service to our post-paid customers, by requiring
us to offer “data only” services and intervening in pricing and terms of such services, or by prohibiting
subscription fees for certain services. The reduction of interconnect tariffs that came into force in January
1, 2011, and the reduction of Early Termination Fees in cellular pricing plans to a negligible amount as of
February 1, 2011, had a material adverse effect on our results of operations and are expected to continue
to adversely affect our results of operations in the future. See “Item 4. Information on the Company – B.
Business Overview – Government Regulations – Tariff Supervision” and “Item 4. Information on The
Company – B. Business Overview – Netvision”. for additional details;

•  set unfavorable national roaming tariffs or Mobile Virtual Network Operator, or MVNO, hosting tariffs or tariffs
that are lower than the tariffs that we would otherwise be willing to offer. According to the Telecommunication
Law, the MOC is required to set the national roaming tariffs until February 1, 2012, however, to date, no such
tariffs were set yet. See “Item 4. Information on the Company – B. Business Overview - Government Regulations -
Additional UMTS Operators”;

•  increase the number of competitors in the cellular market, including by awarding cellular licenses  to
additional  MVNOs, and licenses for the use of our network by competing technologies, such as Voice over
Broadband over Cellular, or VoC; awarding new competitors certain benefits and leniencies not available to
existing cellular operators, including through requiring us to allow usage of our network by such competitors and
on unfavorable terms to us; limit our ability to compete, including by limiting our ability to develop our network
and by preferring new and/or small competitors in the allocation of frequencies, including those designated to the
4G of cellular services. See “Item 4. Information on the Company – B. Business Overview” under “Competition” and
under “Government Regulations – Mobile Virtual Network Operator” and “- Additional UMTS Operators” for
additional details;

•  impose new safety or health-related requirements;

•  impose additional restrictions or requirements with respect to the construction and operation of cell sites or the
network, including as a result of MVNO hosting services, national roaming and site sharing;

10
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•  impose restrictions on the provision of services or products we currently provide or regulate or otherwise intervene
with the terms under which we advertise and market them and provide them to our subscribers, including in
respect of existing agreements;

•  impose restrictions on the provision of cellular internet services, including by providing customers their choice of
ISP;

•  limit or otherwise intervene with the services or products that we may sell;

•  set higher service standards; or

•  impose a stricter policy with respect to privacy protection, such as with regard to data protection, collection,
amelioration or usage of data for marketing activities. An initial proposal of the Information and Technology
Authority regarding cellular operators recently received, proposes imposing strict limitations on such collection
and usage, including the requirement to receive a positive consent of the customer to do so (other than with regards
to basic data); or

•  impose structural or operational separation between our and Netvision’s operations (partial or full) or between the
different services within each company - see “Item 4. Information on the Company – B. Business Overview -
Government Regulations – Long Distance Services;  or set unfavorable regulation regarding the wireline wholesale
market - see “Item 4. Information on The Company – B. Business Overview – Competition”.

See “Item 4. Information on the Company – B – Business Overview – Government Regulations ― Our Principal License” and
“Other Licenses”.

If we fail to compensate for lost revenues, increased expenses or additional investments resulting from past or future
legislative or regulatory changes with alternative sources of income or otherwise, our results of operations may be
materially adversely affected.

We may not be able to obtain permits to construct and operate cell sites.

We depend on our network of cell sites to maintain and enhance  network coverage for our subscribers. In addition,
where necessary, we provide certain subscribers with bi-directional amplifiers, also known as “repeaters,” to remedy
weak signal reception in indoor locations. Some of these repeaters are located outdoors on rooftops. We also deploy
and operate microwave sites as part of our transmission network.  The construction and operation of these various
facilities are highly regulated and require us to obtain various consents and permits. See “Item 4.B – Business Overview
- Government Regulations - Permits for Cell Site Construction” for additional details.

We have experienced difficulties in obtaining some of these consents and permits, particularly in obtaining building
permits for cell sites from local planning and building authorities. As of December 31, 2011, we operated a small
portion of our cell sites without building permits or applicable exemptions. Although we are in the process of seeking
to obtain building permits or to modify our cell sites in order to satisfy applicable exemptions, we may not be able to
obtain all the necessary permits or make the necessary modifications.

11
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Approximately 32% of our cell sites operate without building permits in reliance on an exemption from the
requirement to obtain a building permit, mainly for radio access devices. Our reliance on the exemption for radio
access devices had been challenged and is currently awaiting ruling by the Israeli Supreme Court. Under an interim
order issued by the Supreme Court in September 2010, we are unable to further construct radio access devices in
cellular networks in reliance on the exemption, until regulations limiting our reliance on the exemption are enacted or
a different decision by the court is made. A further decision of the Supreme Court in February 2011, states that the
order will not apply to the replacement of existing radio access devices under certain conditions.

Additionally, in November 2008, the District Court of Central Region, in its capacity as court of appeals, ruled that the
exemption does not apply to radio access devices, if the rooftop, on which those devices are located, is at the same
level as a residence or other building that is regularly frequented by people.

Following the Attorney General’s conclusion that the application of the exemption does not balance properly the
different interests involved and therefore cannot continue unchanged, the Israeli Minister of Interior Affairs submitted
draft regulations for approval by the Economy Committee of the Israeli Parliament in March 2010. The draft
regulations include significant limitations on the ability to construct radio access devices based on the exemption,
which will render the construction of radio access devices based on the exemption practically impossible.

Other appeals relating to the exemption, including as to the requirement to obtain an extraordinary usage permit, are
still under consideration in the District Court and other similar challenges, as well as other claims asserting that those
cell sites and other facilities do not meet other legal requirements continue.

In addition, we may be operating a significant number of our cell sites in a manner that is not fully compatible with
the building permits issued for these cell sites which may, in some cases, also constitute grounds for termination of
their lease agreements or claims for breach of such agreements. Our rooftop microwave sites and repeaters operate in
reliance upon an exemption from the requirement to obtain a building permit.  Substantially all of our outdoor
microwave sites are rooftops. It is unclear whether other types of repeaters require a building permit.

An annulment of or inability to rely on or substantial limitation of the exemption could adversely affect our existing
networks and networks build-out, particularly given the objection of some local planning and building authorities to
grant due permits where required. This could have a negative impact on our ability to obtain environmental permits
for these sites, and could negatively affect our ability to continue to market our products and services effectively. This
may have a material adverse effect on our results of operations and financial condition. See “Item 4. Information on the
Company – B.  Business Overview - Government Regulations— Permits for Cell Site Construction” for additional details
regarding the exemption.

Operation of a cell site or other facility without a building permit or not in accordance with the permit or other legal
requirements may result in the issuance of a demolition order for the cell site or other facility or the bringing of
criminal charges against us and our officers and directors. Certain of our cell sites have been subject to demolition
orders. In addition, criminal charges have been brought against us and our officers and directors in connection
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with cell sites that were alleged to have been constructed or used without the required permits or not in accordance
with the permits granted. As of December 31, 2011, 18 criminal and administrative proceedings are outstanding; a
demolition order has been granted with respect to three cell sites while the remaining 15 proceedings are pending
further litigation.

Pursuant to the Israeli Non-Ionizing Radiation Law, 2006, the granting or renewal of an operating permit by the
Commissioner of Environmental Radiation at the Ministry of Environmental Protection of Israel for a cell site or other
facility is subject to the receipt of a building permit or the facility being exempt from the requirement to obtain a
building permit. Should we fail to obtain building permits for our cell sites or other facilities, including in the event
that our reliance upon an exemption from the requirement to obtain building permits for these cell sites and other
facilities is found invalid, the Commissioner of Environmental Radiation at the Ministry of Environmental Protection
will not grant or renew our operating permits for those cell sites and other facilities. Since October 2007, the
Commissioner of Environmental Protection took the position that he will not grant or renew operating permits to radio
access devices, where the local planning and building committee’s engineer objected to our reliance upon the said
exemption for radio access devices. For reasons not related to radiation hazards, we have not received environmental
permits for a few cell sites, primarily due to building and planning issues, such as objections by local planning and
building committee’s engineers to our reliance on the exemption from obtaining building permits for radio access
devices. Operating a cell site or a facility without an operating permit could subject us and our officers and directors to
criminal, administrative and civil liability.

The Non-Ionizing Radiation Law further grants the Commissioner authority to issue eviction orders if a cell site or
other facility operates in conflict with its permit, and it imposes criminal sanctions on a company and its directors and
officers for violations of the law. Failure to comply with the Non-Ionizing Radiation Law or the terms of a permit can
lead to revocation or suspension of the permit, as well as to withholding the grant of permits to additional cell sites of
that operator.

Should any of our officers or directors be found guilty of an offence, although this has not occurred to date, they may
face monetary penalties and a term of imprisonment.  Our cell sites may be the subject of demolition orders, we may
be required to relocate cell sites to less favorable locations or stop operation of cell sites, which could negatively
affect the extent, quality and capacity of our network coverage, all of which may have a material adverse effect on our
results of operations and financial condition.

Certain proposed amendments to the Non-Ionizing Radiation Law and Regulations which have passed the preliminary
stages of enactment, propose setting additional restrictions in relation to the operation of cell sites and other facilities,
such as setting larger distance requirements between cell sites locations and residences or certain institutions). If such
changes are subsequently adopted, they will, among other things, limit our ability to construct new cell sites (and if
applied to existing cell sites, they will also limit our ability to renew operating permits for many of our existing cell
sites), adversely affect our existing networks and networks build out, specifically in urban areas, and could adversely
affect our results of operations. See “Item 4. Information on the Company – B.  Business Overview - Government
Regulations— Permits for Cell Site Construction” for an additional amendment proposing to cancel the requirement to
obtain the Minister of Communications’ approval to the Non-Ionizing Radiation Regulations, where such regulations
may have a substantial and direct effect on the monetary burden imposed on the communication market.
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The Israeli National Zoning Plan 36, or the Plan, which regulates cell site construction and operation is in the process
of being changed. Current proposed changes impose additional restrictions and requirements on the construction and
operation of cell sites. In June 2010, the proposed changes were approved by the Israeli National Council for Planning
and Building and submitted for the approval of the Government of Israel. If the proposed changes are approved by the
Israeli Government they will harm our ability to construct new cell sites, make the process of obtaining building
permits for the construction and operation of cell sites more cumbersome and costly, could adversely affect our
existing network and may delay the future deployment of our network and could negatively affect the extent, quality
and capacity of our network coverage and our ability to continue to market our products and services effectively, all of
which could have a material adverse effect on our results of operations and financial condition.

Several local planning and building authorities are claiming that Israeli cellular operators may not receive building
permits, in reliance on the current Plan, for cell sites operating in frequencies not specifically detailed in the
frequencies charts attached to the Plan. In a number of cases, these authorities have refused to provide a building
permit for such new cell sites, arguing that the Plan does not apply to such cell sites and that building permits for such
cell sites should be sought through other processes (which are longer and cumbersome), such as an application for
extraordinary usage or under existing local specific zoning plans. Since June 2002, following the approval of the Plan,
building permits for our cell sites (where required) have been issued in reliance on the Plan. The current proposed
draft amendment to the Plan covers all new cell sites requiring a building permit, independently of the frequencies in
which they operate. Most of our cell sites and many cell sites operated by other operators operate in frequencies not
specifically detailed in the Plan.

If we are unable to obtain or rely on exemptions from obtaining or to renew building or other consents and permits for
our existing cell sites or other facilities, we will be required to demolish or relocate these cell sites and facilities. Our
inability to relocate sites or other facilities in a timely manner or to construct and operate new sites or other facilities
(if we are unable to obtain the necessary consents and permits or rely on the exemption from the requirement to obtain
a building permit), could adversely affect our existing network, result in the loss of subscribers, prevent us from
meeting the network coverage and quality requirements contained in our license (which may lead to its revocation)
and adversely impact our network build-out, all of which may have a material adverse effect on our results of
operations and financial condition.

In July 2011, an inter-ministry team of the Ministries of Communications, Finance, Interior, Environmental Protection
and the Anti-Trust Commissionaire, published its recommendations regarding cell site sharing. The recommendations
include compulsory cell sites sharing in the construction of new cell sites or for modification to existing cell sites
which require a building permit (the Ministry of Communications may exempt sharing for reasons related to
technological or engineering difficulties), while providing preference and leniencies to the new UMTS operators, as
well as the reduction of the existing non shared cell sites quantity. These recommendations or similar
recommendations, if enacted, will further burden the construction of new cell sites and modifications to existing cell
sites, and may adversely affect our existing cellular network, the network build-out and our results of operations.

14

Edgar Filing: MEDNAX, INC. - Form 4

Explanation of Responses: 13



Table of Contents

We may be required to indemnify certain local planning and building committees in respect of claims against them.

Under the Israeli Planning and Building Law, 1965, by approving a building plan, local planning and building
committees may be held liable to compensate for depreciation of properties included in or neighboring the approved
plan.

In January 2006, the law was amended to require an applicant, as a precondition to obtaining a cell site construction
permit from a planning and building committee, to provide a letter to the committee indemnifying it for possible
depreciation claims.  As of December 31, 2011, we have provided approximately 340 indemnification letters to local
planning and building committees. Calls upon our indemnification letters may have a material adverse effect on our
financial condition and results of operations. We may also decide to demolish or relocate existing cell sites to less
favorable locations and to construct new cell sites in alternative, less suitable locations or not at all, due to the
obligation to provide indemnification.  As a result, our existing service may be impaired or the expansion of our
network coverage could be limited.

In addition, local planning and building committees have sought to join cellular operators, including us, as defendants
in depreciation claims made against them even though indemnification letters were not provided.  We have been
joined as defendants in a small number of cases.

In February 2007, the Israeli Minister of Interior Affairs extended the limitation period within which depreciation
claims may be brought under the Israeli Planning and Building Law from three years from approval of a building plan,
to the later of one year from receiving a building permit for a cell site under National Zoning Plan 36 and six months
from the construction of a cell site. The Minister retains the general authority to extend such period further. This
extension of the limitation period increases our potential exposure to depreciation claims. In addition, should the
Planning and Building Law be construed or amended to allow a longer period of limitation for depreciation claims
than the current limitation period set in that law, our potential exposure to depreciation claims would increase.

Alleged health risks relating to non-ionizing radiation generated from cell sites and cellular telecommunications
devices may harm our prospects.

Handsets, accessories and various types of cell sites are known to be sources of non-ionizing radiation emissions and
are the subject of a public debate and growing concern in Israel. While, to the best of our knowledge, the handsets that
we market comply with the applicable legislation that relate to acceptable “specific absorption rate,” or 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, we have no
information as to the actual level of SAR of the handsets throughout the lifecycle of the handsets, including in the case
of handset repair. See also “Item 4. Information on the Company – B. Business Overview - Government Regulations -
Handsets”. In July 2008, the Israeli Ministry of Health published recommendations to take precautionary measures
when using cellular handsets, which has increased the concerns of the Israeli public. In May 2011, the International
Agency for Research on Cancer, an agency of the World Health Organization, or WHO, issued a press release
classifying radiofrequency electromagnetic fields as possibly carcinogenic to humans (Group 2B), based on an
increased risk for glioma, a malignant type of brain cancer,
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associated with wireless phone use.  In June 2011, the WHO publication noted that to date, no adverse health effects
have been established as being caused by mobile phone use and 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, particularly given recent popular use
by younger people with potentially longer periods of exposure. Several bills, aimed at increasing awareness of the
possible risks of cellular phones usage, reducing usage thereof and introducing precautionary measures are awaiting
deliberation by the Israeli Parliament.

Health concerns regarding cell sites have already caused us difficulties in obtaining permits for cell site construction
and obtaining or renewing leases for cell sites and even resulted in unlawful sabotage of a small number of cell sites
and have further prompted legislation aimed at increasing the minimum distance permitted between cell sites and
certain institutions. See “We may not be able to obtain permits to construct and operate cell sites” above for additional
details. In July 2009, the Ministries of Interior Affairs and Environmental Protection adopted a position (as part of the
recommendations made by an inter-ministry committee established to examine the appropriateness of future
application of the exemption from obtaining building permits for radio access devices) that, with respect to radiation
safety, cell sites constructed pursuant to a building permit are preferable to radio access devices and that utilizing a
cellular network to provide advanced services which can be provided through a landline network,  is unjustified in
light of the preventive care principle set forth in the Israeli Non-Ionizing Radiation Law. Further,  in November 2011,
in response to a petition to hold a public debate regarding 4G service in Israel and prevent 4G spectrum allocation
until such debate is held, the State of Israel informed the Supreme Court, hearing the petition, that it is conducting an
inter-Ministry (including the Ministries of Communications, Interior Affairs, Justice, Health and Environmental
Protection) examination of the various aspects of  the provision of 4G services in Israel to be followed by a public
hearing. The State also informed the Supreme Court that such examination shall not prevent implementation of
governmental procedures necessary for the provision of 4G services in Israel, provided that no irreversible steps or
steps creating third party reliance upon them,  shall be taken.

If health concerns regarding non-ionizing radiation increase further, or if adverse findings in studies of non-ionizing
radiation are published or if non-ionizing radiation levels are found to be higher than the standards set for handsets
and cell sites, consumers may be discouraged from using cellular handsets and regulators may impose additional
restrictions on the construction and operation of cell sites or handset usage. As a result, we may experience increased
difficulty in constructing and operating cell sites and obtaining leases for new cell site locations or renewing leases for
existing locations (although so far, in total we have experienced renewal problems with approximately 7% of our cell
site leases each year); we may be exposed to property depreciation claims; we may lose revenues due to decreasing
usage of our services; we may be subject to increased regulatory costs; and we may be subject to health-related claims
for substantial sums. We have not obtained insurance for these potential claims. See “Item 8. Financial Information - A.
Consolidated Statements and Other Financial Information – Legal Proceedings—Purported class actions” for additional
details on three purported class actions filed against us in that respect, and an additional purported class action filed
against us for not obtaining such insurance. An adverse outcome or settlement of any health-related litigation against
us or any other provider of cellular services could have a material adverse effect on our results of operations, financial
condition or prospects.
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We face intense competition in all aspects of our business

The Israeli cellular telephone market is highly competitive. We compete for subscribers with three other established
cellular operators and as of December 2011, with one additional MVNO operator – Rami Levy Hashikma
Communications Marketing Ltd., or Rami Levy. While we enjoy the largest market share, esti
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