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THE COMPANIES LAW, 5759-1999

ARTICLES OF ASSOCIATION

OF A PRIVATE COMPANY LIMITED BY SHARES

1. The Company’s name

N7y NIRD PNY RSN (and in English Haaretz Daily Newspaper Ltd).

2. The Company’s objects

To engage in publication, printing of newspapers, operating on-line news sites and .
any other legal engagement or business.

3. Interpretation

The expressions herein shall bear the meanings attributed to them in the Companies
Law, 5759-1999 (hereinafter referred to as “the Law”), as in force on the date these

_articles began binding the Company, unless special definitions for particular
expressions are included herein.

4. The Company’s share capital and the rights attached to the shares

4.1 The Company’s authorized capital shall be NIS 10,000 (ten thousands)
divided into 100,000,000 (one hundred million) ordinary shares per value of
0.0001 each. o

4.2  The rights attached to the shares are as follows:
The ordinary shares shall vest their holders -
4.2.1  with an equal right to participate in and vote at the Company’s
- general meetings (ordinary or special), and each of the Company’s
shares shall entitle its holder, whether present and voting himself,

by proxy or by voting paper, to one vote;

422  an equal right to participate in a distribution of dividends, in the
form of cash or bonus shares, in a dlstrlbuhon~ef~assetwon in any

wﬁw kXD A
other distribution, pro rata to t}ie n‘o,%% )3{% A%Qﬁﬁih,\@har es held

by them;
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423  an equal right to participate in a distribution of the Company’s
surplus assets on winding up, pro rata to the nominal value of the
shares held by them;

424  every 17.5% (seventeen and a half percent) of the issued shares
shall vest the holder(s) thereof with a right to appoint one director
to the Company, as provided in article 15.1 below;

4.2.5  any rights deriving from the Law and the Articles of Association.

Limitation of liability

The liability of a shareholder of the Company is limited to the nominal value of the
shares he has been called upon to pay the Company for the shares and not yet paid
by him.

Private company - restrictions

6.1 These articles restrict the right to transfer the Company’s shares, as provided
in articles 7 and 8 below.

6.2  The Company is a private company.

6.3 The Company shall not offer its shares or the debentures issued by it to the
public.

6.4 The number of shareholders shall not exceed 50 (fifty).

Share transfer

7.1 The transfer and registration of shares in the Company shall require the
approval of the board of directors, but the board of directors shall not
unreasonably withhold its approval of any such transfer. Any transfer of
shares shall be subject to the terms and conditions set forth in this article 7
and article 8 below.

Notwithstanding any other provision herein, a direct or indirect transfer of
shares shall not be permitted to persons (or their affiliated companies) with a
criminal record who have been convicted of an offence involving dishonor or
who have been sentenced to prison, and to an institution or entity with clear
political interests.
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Without derogating from the above ‘all of the Company’s shareholders shall
not transfer any of the shares held by them, to any direct competitor of the
Company and its affiliates, as shall be determined by the Company’s board of
directors.

7.2 Subject to the terms herein a transfer of shares shall be effected in writing and
shall be registered on the occurrence of one of the following:

7.2.1  a proper share transfer deed is delivered to the registered office of
the Company, signed by the transferor of the shares, the transferee
and an attorney verifying their signature;

7.2.2 a court order to amend the registration is delivered to the
Company;

723 it is proved to the Company that the legal conditions for
transmission of the right to a share have been fulfilled, subject to
the provisions of these articles.

8. Tag Along

Without derogating from the aforesaid in article 7, a transfer of shares in the
Company shall be subject to a right of Tag Along, as provided below:

8.1 In the event that DUMONT AUSLANDSBETEILIGUNGS GMBH (hereinafter:
“DuMont”) together with 1 (one) or more Schocken family members (the
“Seller”) sell all their holdings in the Company (the “Sale”) so as a result of
such sale the Schocken Family’s Companies and/or the Schocken Family
Members, as the case may be, shall hold less than 51% of the issued shares of
the Company, then the remaining Schocken Family Members shall have a
right to tag along to such sale of shares (the “Tag with Along Right”). For the
avoidance of any doubt such tag along right granted to the Schocken Family
Members shall apply only respect to the abovementioned event to the
exclusion of any other event.

“Schocken Family Members” — shall mean Hillel Schocken, Racheli
Edelman and Amos Schocken.

“Schocken Family’s Companies” - shall mean the shareholders of the
Company: i.e. Nichsei Ben-Shlomo Ltd., Nichsei Hagilboa Ltd.,
Hashkaot Hossen Ltd., Gilboa Communications Ltd. and Establishment
Theo.

8.2 DuMont shall have the right to participate in a single or series transactions of
sale of shares (the “Sale”) made by Schocken Family’s Companies or by
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8.3

8.4

Schocken Family Members directly or indirectly (the “Seller”) (i) if as a
result of such Sale the Schocken Family’s Companies and/or the Schocken
Family Members, as the case may be, shall hold less than 50% of the issued
shares of the Company or (i) with respect to each Sale taking place while the
Schocken Family’s Companies and/or the Schocken Family Members hold
less than 50% of the issued shares of the Company (the “Tag Along Right”).
For the avoidance of any doubt such tag along right granted to the Purchaser
shall apply only with respect to the abovementioned events to the exclusion of
any other event.

Any sale of shares by the Seller shall be deemed null and void, unless
exercised according to the provisions of this article 8 and as follows:

8.3.1 The Seller shall immediately inform the holder of the Tag
Along right, as the case may be, in writing of its intention to sell
shares of the Company (hereinafter: the “Sale Notice”) and such
Sale Notice shall include the following particulars:

8.3.2 the number of shares offered for sale (hereinafter: the "Shares
Offered for Sale");

833 The name and address of the third party intended to purchase
such shares;

8.3.4 The amount of the consideration, payment terms and form of
payment and all other main terms offered by or to the third
party;

8.3.5 That the Tag Along Right has been made clear to the third party.

The holder of the Tag Along Right shall be entitled to tag along to the Sale of
the Seller (pro-rata to its shareholdings) and to sell to the third party up to
such number of shares equal to the ratio between the number of shares held
by the holder of the Tag Along Right and the number of shares held jointly by
it and the Seller, multiplied by the number of the Shares Offered for Sale as
specified in the Sale Notice. If the result of such calculation gives less than a
whole number of shares, the result shall be rounded upwards or downwards to
the nearest whole number which number of shares the holder of the Tag
Along Right shall be entitled to sell (hereinafter: the “Tag Along Shares”).
This formula is mathematically represented as follows:

Tag Along Shares = Number of shares held by the holder of the
Tag Along Right / the number of shares held jointly by the Seller

GAMYNNG PO 1INMHAAERTZ ARTICLES -11.8.06.DOC 4



8.5

8.6

8.7

8.8

89

. and the holder of the Tag Along Right * number of the Shares
Offered for Sale.

The Tag Along Right shall be exercisable by the holder of the Tag Along
Right by giving written notice to the Seller (hereinafter: the "Exercise
Notice"), in which notice the holder of the Tag Along Right shall give notice
of its wish to tag along on the sale and set out the number of Tag Along
Shares that it wishes to sell in the Sale, such notice to be given to the Seller
within 14 business days of receiving the Sale Notice delivered by the Seller.
Upon notice to Seller as aforesaid, Seller shall add to package of the Shares
Offered, the shares which the holder of the Tag Along Right desires to sell out
of the Tag Along Shares and shall reduce the same number of shares which it
desired to sell from the outset.

Any share that shall be purchased by the third party from the holder of the Tag
Along Right, shall be purchased at the same price per share, in the same
manner of payment and on the same terms as shall be set out in the Sale

Notice.

If no Tag Along Exercise Notice has been received by the Seller within the 14
(fourteen) business days as mentioned above, or the holder of the Tag Along
Right has given notice that it does not wish to exercise the tag along right on
the sale (the earlier to occur), the Seller shall be entitled, within 30 (thirty)
days thereafter, to sign the sale agreement with the third party on terms no
more favorable to the Seller than those set out in the Sale Notice. In the event
that the sale to the third party was not signed within 30 days, any sale shall be
again subject the procedure set forth in this Article 8.3 (including its sub-
clauses).

The Tag Along right shall not apply in a case of transfer of shares from a
shareholder to family members (spouses, descendants, children and siblings)
due to inheritance or otherwise or to an Affiliate of such shareholder
(“Permitted Transferee”), provided however that any sale of shares by any
Permitted Transferee shall be subject to the tag along rights granted in this
article 8.

For the purpose of this article the term “Affiliate” shall mean a corporation,
or other entity directly or indirectly controlling, or controlled by such
shareholder.

The provisions of article 8 shall also apply to a transfer or allotment of shares
or means of control in a corporation that holds shares in this Company.

GANMdINI PHPMO  TINMHAAERTZ ARTICLES -1 1.8.06.DOC 5




9.

10.

Sanctions in respect of shares that have not been paid up in full

9.1

92

Where a shareholder has not paid all or some of the consideration he
undertook to pay the Company for his shares at the time and on the terms
prescribed in the shares’ allotment terms and/or in a call for payment issued
by the Company, the Company may, in a board of directors’ resolution,
forfeit the shares the consideration for which has not been paid in full, after
written warning of seven days from the date of receiving the warning letter.

The forfeited shares shall be held by the Company as dormant shares or shall
be sold after no less than 90 days from the non-payment of the consideration
as aforesaid. Where the consideration for the shares is paid before 90 days
have elapsed as aforesaid, the forfeiture of the shares, if any, shall be
cancelled.

PRE-EMPTIVE RIGHTS

Each shareholder of the Company shall have a pre-emptive right to purchase new
shares, options, warrants and any other securities that the Company may, from time
to time, offer to sell and issue, up to each shareholder’s proportionate fully diluted
equity interest in the Company immediately prior to such issuance, on the same
terms and for the same consideration as the new shares are sold. Any issuance of
share, options, warrants and any other securities not consistent with the provisions of
this article 10 shall be deemed null and void.

Said pre-emptive rights shall be subject to the following provisions:

10.1

10.2

10.3

If the Company proposes to issue shares, options, warrants and any other
securities, it shall give the shareholders written notice (the "Rights Notice")
of its intention, describing the securities, the price, the terms upon which the
Company proposes to issue them (the “New Securities”), and the number of
New Securities that each shareholder has the right to purchase (the
“Preemptive Securities™).

Each shareholder shall have twenty one (21) days from delivery of the Rights
Notice to agree to purchase all its pro-rata Preemptive Securities, for the price
and upon the terms specified in the Rights Notice, by giving written notice to
the Company setting forth his consent to purchase his proportional part in the
New Securities to be purchased.

Following the consummation of the pre-emptive procedure detailed above, the
New Securities shall be sold to each shareholder who elected to exercise its
pre-emptive rights and such shareholder shall purchase its pro-rata
Preemptive Securities.
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10.4  Any portion of New Securities not sold to the shareholders of the Company
pursuant to the abovementioned terms and conditions (the “Remaining
Securities”) may be then offered to third parties. In the event that the
transaction for the purchase of the Remaining Securities by such third parties
shall not be executed within 30 days, any issuance of such Remaining
Securities or any other shares and securities shall be again subject to
provisions of this article 10.

11.  The general meeting - resolutions

Unless otherwise provided in these articles or in any legal provision that may not be
qualified, all the resolutions of the Company’s general meeting shall be passed by an
ordinary majority. Every member shall have one vote for each share held by him, on
every resolution without regard to whether the vote hereon is conducted by a show of
hands, by written ballot or by any other means.

11.1 The Company’s resolutions on the following matters require a majority of
more than 82.5% of the issued and paid up share capital of the Company’s

shareholders:

11.1.1 Any amendment to the Company’s memorandum or articles of
association, in a manner that would have an adverse effect,
directly or indirectly, of materially amending or affecting the
rights of any of the shareholders;

11.1.2 Any issuance of any securities with rights superior or more
beneficial to the rights of the Ordinary Shares;

11.1.3 The sale of all or substantially all of the Company’s assets to
another entity;

11.14 Exclusion or limitation of the pre-emption rights or any other
rights attached to the Shares or to any other shares or securities
which may be issued to the Shareholders;

11.1.5 Any material activity or material investments not in the ordinary

course of the Company’s business made by the Company or any
of its Subsidiaries, which owns any of the Company’s Main
Assets, except for Walla! Communication Ltd. (hereinafter:
“Walla!”);

“Company’s Main Assets” shall mean in these articles: A daily
newspaper in Hebrew, 18 local weekly newspapers, a printing
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11.1.6

11.1.7

11.1.8

11.1.9

12. General meetings

plant and Internet sites"- Haaretz.co.il in Hebrew; Haaretz.com
in English, TheMarker business/financial news sites.

Any material changes in the nature of the Company’s business
or the Company’s Subsidiaries’ business (except for Walla!);

Any merger with other entity(s);

Approvals of any transactions with Interested Parties (as such
term is defined in the Companies Law, 1999) excluding existing
transactions and transactions that shall be made at market value
and/or at fair and reasonable terms, provided however that such
terms of the abovementioned transactions shall be presented to
the Board by the Interested Party;

In addition and notwithstanding anything to the contrary, the
aforesaid approvals in this article 11.1.8 require a majority of
shareholders, holding more than 87.5% of the issued and
outstanding share capital of the Company.

The Borrowing of additional loans which shall exceed 90% of
the amount of the consolidated balance sheet, excluding non-fully
owned affiliated companies to which the Company does not provide
any guarantees;

12.1 The Company shall hold annual general meetings every calendar year within
a period of not more than fifteen (15) months after the last preceding annual
general meeting.

12.2  The agenda for the general meeting shall be determined by the board
of directors.

12.3 The board of directors may resolve to convene a special general meeting and
must do so if it receives a written demand from any one of the following
(hereinafter referred to as “meeting demand”):

12.3.1 one director; and/or

12.3.2 one or more shareholders holding at least 5% of the

issued capital.
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12.4

12.5

A meeting demand must detail the objects for which the special general
meeting should be called and shall be signed by those demanding it, who shall
deliver it to the Company’s registered office.

The board of directors shall determine the ways of calling the special general
meeting, which shall take place within 21 days of the meeting demand’s
submission to it. In addition, the board of directors shall determine the manner
of conducting the discussions at the general meeting. '

13. The general meeting — adjournment, quorum and voting

13.1

13.2

13.3

13.4

13.5

Notice of a general meeting shall be given in writing to all those entitled to
participate thereat, no later than 21 days prior to the meeting. The notice shall
state the date and place of the meeting and its agenda, including reasonable
details of the miatters for discussion. Notice as aforesaid shall be deemed
delivered to the shareholder only if the Company has ascertained that the
shareholder received the notice.

(a) The quorum for general meetings is the presence of shareholder/s jointly
holding at least 51% of all the voting rights in the Company.

(b) If a quorum is not present within one hour of the time fixed for the general
meeting, it shall be automatically adjourned to the same day in the following
week, and to the same time and place as determined for the original meeting
(without the need for notice to the shareholders), or to a later time, if stated in
the advance notice of the general meeting,.

(c) If a quorum is not present at an adjourned meeting within one hour of the
time fixed for the meeting, any number of participants shall be deemed a
quorum and may discuss the matters on the original meeting’s agenda.

A resolution may be passed without notice and without convening, provided
that it is passed unanimously, in writing, by all the shareholders entitled to
vote.

The shareholders present at the general meeting shall elect one of them to
chair the meeting. The general meeting’s chairman shall not have an
additional or deciding (casting) vote.

A general meeting may take place via the use of any communication means,
provided that all the shareholders participating are able to hear each other
simultaneously.
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13.6

13.7

13.8

13.9

The general meeting’s chairman may, with the agreement of the meeting at
which a quorum is present, adjourn the meeting from time to time and from
place to place, and must do so if the meeting has directed him to do so. The
rules for notice of a general meeting shall also apply in respect of an
adjourned meeting. Where a quorum is not present at an adjourned meeting
pursuant to this article within one hour, the meeting shall take place after the
passage of seven days and at the same time and place as determined for the
adjourned meeting. A quorum for holding an adjourned meeting shall be the
quorum for holding a meeting pursuant to article 13.2(a), (b) and (c) above.
No matter may be discussed at the adjourned meeting save for those matters
that were on the agenda and the discussion of which was not completed or not
commenced at the meeting at which the adjournment was resolved upon.

Each shareholder, present in person or by proxy or through a voting paper,
shall have one vote for each share belonging to him and vesting a voting right.

A corporation that is a shareholder of the Company may empower one or
more persons as it deems fit to be its representative at any general meeting. A
person empowered as aforesaid may exercise, on behalf of the corporation he
represents, all those voting rights that the corporation itself could have
exercised.

Notwithstanding with the abovementioned each of the Schocken Family
Members and their heirs, shall represent in the general meetings number of
shares that shall contain its proportional part according to its holdings in each
of Schocken’s Family Companies (inter alia the shareholder of Nichsei
Hagilboa Ltd, that holds the shares of Hashkaot Hossen Ltd) of the votes
entitles to be convened, participate and vote in the general meeting of the
Company.

A shareholder who is a minor and a shareholder whom a competent court has
declared legally incapacitated may only vote through their guardians, and any
guardian as aforesaid may vote through a proxy.

13.10 Shareholders may vote personally or by proxy, or in the case of a corporation

- by a representative pursuant to article 13.8 above, as provided below.

13.11 A document appointing a voting proxy (“appointment instrument”) shall be

signed by the appointor or by his attorneys who have written authority to do
so, or, if the appointor is a corporation, the appointment shall be made in a
written document duly signed by the corporation or by its authorized attorney.

13.12 The appointment instrument and the powers of attorney (if any) pursuant

whereto the appointment instrument is signed, or a copy thereof, shall be
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14.

15.

deposited at the office or place designated for the meeting no less than 2 (two)
hours prior to the time fixed for the commencement of the meeting at which
the person specified in the appointment instrument is to vote; however, the
meeting’s chairman may waive this demand in respect of all the participants
for any meeting, and accept the appointment instrument on the meeting’s
commencement.

13.13 An instrument appointing a proxy, for a specific meeting or otherwise, shall
be, insofar as the circumstances permit, in the following form:

“1 of , shareholder of
Haaretz Daily Newspaper Ltd (“the Company”), hereby appoint
whose ID no. is of

, to vote in my name and stead in respect of
ordinary shares, which are held by me, at the special / annual
general meeting of the Company / at the meeting of the holders of the
shares, to be held on , and at any
adjourned meeting thereof.

As witness my hand on

93

Signature

The board of directors

The board of directors shall delineate the Company’s policy, manage its business and
appoint its managers and shall exercise all the Company’s powers that are not given
to the general meeting of the Company and/or to another organ of the Company,
pursuant to the Law or these articles.

The appointment and dismissal of directors

15.1 The Company shall have up to 5 directors. A shareholder holding (and as
related to Schocken Family’s Companies in this article 15 — indirectly holding
by the Schocken Family Members) by himself, or a number of shareholders
jointly holding, 17.5% of the Company’s issued share capital, as shall be from
time to time (“Measure”) or multiples of a Measure, may appoint ‘1 (one)
director to the Company’s board of directors by virtue of each whole
Measure, as long as they hold such Measure. A shareholder which appointed a
director by virtue of shares it holds by itself, shall not be entitled to appoint
additional director by virtue of shares held jointly by it and other
shareholders.
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15.2

15.3

Any shareholder or shareholders, entitled to appoint a director may appoint
and remove him from his office, in his discretion and at any time, by a written
notice to the Company.

The Company’s directors shall be elected as provided in article 15.1 above
and shall hold office until they cease to serve in their positions pursuant to the
provisions of the articles or the Law.

Without derogating from the generality of the provisions of articles 15.1 and
15.2 above, the office of a director shall be vacated in any one of the

following cases:

15.3.1 he resigns from office by way of written notice to the Company
signed by him;

15.3.2 he is removed from his office by the shareholder who appointed
him;

15.3.3  he is removed from his office due to reduction of holdings of the
shareholder(s) who have appointed him to less than one (1)
Measure.

15.3.4 he is convicted of an offence under section 232 of the Law;

15.3.5 in accordance with the court’s decision under section 233 of the
Law;

15.3.6 convicted of an offence involving dishonor or sentence to prison;
15.3.7 he is declared legally incapacitated or passes away;
15.3.8 he is declared bankrupt, and in the case of a corporation - a

resolution is passed for its voluntary winding up or a liquidation
order is given in respect thereof.

16. The board of directors’ meetings

16.1

16.2

The board of directors shall hold meetings in accordance with the Company’s
requirements and at least once every three months. Each director may call a
board of directors meeting and place a matter on the agenda of which prior
notice shall be given.

Each one of the members of the board of directors may determine the agenda
for the board of directors’ meetings.
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16.3

16.4

(a) The quorum for board of directors’ meetings shall be the presence of at
least four (4) directors.

(b) A written resolution signed by all the directors of the board, approving the
proposed resolutions, shall be valid as though passed at the board of directors’
meeting.

(c) If a quorum is not present at the board of directors and if a resolution is
not signed by all the board of directors’ members, as provided in sub-article
(b) above, the meeting shall be adjourned for 24 hours or to a later time which
shall be decided by the directors who are present at such meeting. (unless all
the directors have requested to advance it), to the same place and time. In any
event, notice of the time of the adjourned meeting shall be given in writing to
all the board of directors’ members. The adjourned meeting shall take place
with any number of directors.

(d) The board of directors shall be given written notice of the time and agenda
of the meetings at least 14 days prior to the meeting. Notice shall be deemed
delivered to the board of directors’ members only if the Company has
ascertained that the board of directors’ member has received the notice.

(e) The board of directors members may from time to time elect one of them
to be the Chairman of the board of directors, remove such Chairman from
office and appoint another in its place. The Chairman of the board of directors
shall not have an additional or deciding (casting) vote.

A board meeting may take place via the use of any communication means,
provided that all the members participating are able to hear each other
simultaneously.

17. Voting on the board of directors

17.1

17.2

Every member of the board of directors of the Company shall have one vote
on every voting. Each director shall be entitled to appoint an alternate,
whether permanently or temporarily. The office of an alternate as aforesaid
shall expire on the expiry of the office of the appointing director.

Any matter that is discussed at a board of directors’ meeting, shall be resolved
upon by an ordinary majority of votes as aforesaid in article 17.1, unless
expressly provided otherwise, and the meeting’s chairman shall not have an
additional or deciding (casting) vote.
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17.3 Notwithstanding with the aforesaid, any action or resolution in the matters
dealt in articles 11.1.1-11.1.9 hereof, shall require an unanimously decisions
of all the members of the board of directors.

Authorized signatories and stamp

Without derogating from article 17 above, the board shall be entitled to authorize
any person or persons (who need not be directors) to act and sign on behalf of the
Company, and the acts and signature of such person(s) on behalf of the Company
shall bind the Company insofar as such person(s) acted and signed within the scope
of his or their authority.

The Company’s signatory/ies shall sign together with the Company’s stamp or
printed name.

Exemption, insurance and indemnity

19.1 Exemption

The Company may exempt an officer therein in advance for all or part of his
liability by reason of damage in consequence of a breach of the duty of care to it;
however, the Company may not exempt a director in advance from his liability to it
in consequence of a breach of the duty of care on a distribution as defined in the
Law.

19.2 Insurance
The Company may enter into a contract to insure the liability of an officer therein by
reason of a liability imposed upon him in consequence of an act done in his capacity
as an officer therein, in any of the following -
19.2.1 abreach of the duty of care to the Company or to another person;
19.2.2 a breach of fiduciary duty to the Company, provided that the
officer acted in good faith and had a reasonable basis to believe
that the act would not harm the Company;
1923 a monetéry liability imposed on him in favor of another person;

19.2.4  any other act that may be insured pursuant to the Companies Law.

19.3 Indemnity
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The Company may indemnify an officer therein retroactively by reason of a liability
or expense as set forth in sub-articles 19.3.1 to 19.3.4 below that was imposed on
him or incurred by him in consequence of an act done in his capacity as an officer of
the Company:

19.3.1 a monetary liability imposed on him in favor of another person
pursuant to a judgment, including a judgment given in settlement
or a court-approved arbitrator’s award,

19.3.2  reasonable litigation costs, including advocates’ professional fees,
incurred by an officer in consequence of an investigation or
proceedings conducted against him by the competent authority,
which ended without an indictment being filed against him and
without any monetary liability being imposed on him as an
alternative to criminal proceedings, or that ended without an
indictment being filed against him, but with the imposition of a
monetary liability as an alternative to criminal proceedings in an
offence not requiring proof of mens rea.

In this article -

“end of proceedings without the filing of an indictment in a
matter in which a criminal investigation was commenced” -
means the closing of the case in accordance with section 62 of the
Criminal Procedure Law [Consolidated Version], 5742-1982 (in
this sub-article - the Criminal Procedure Law), or a stay of
proceedings by the Attorney-General pursuant to section 231 of the
Criminal Procedure Law;

“monetary liability as an alternative to criminal proceedings” -
a monetary liability imposed pursuant to any law as an alternative
to criminal proceedings, including an administrative fine pursuant
to the Administrative Offences Law, 5746-1985, a fine for an
offence determined to be a fineable offence pursuant to the
provisions of the Criminal Procedure Law, a pecuniary sanction or
a composition;

19.3.3  reasonable litigation costs, including advocates’ professional fees,
incurred by the officer or that he was ordered to pay by a court, in
proceedings filed against him by the Company or on its behalf or
by another person, or in a criminal indictment of which he was
acquitted, or in a criminal indictment in which he was convicted of
an offence not requiring proof of mens rea;
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19.4

19.5

19.3.4  any liability or other expense that may be indemnified pursuant to
the Companies Law.

The Company may give an advance undertaking vis-a-vis an officer therein to
indemnify him in respect of a liability or expense as set forth in articles 19.3.2 to
19.3.4 above.

In addition, the Company may give an advance undertaking vis-a-vis an officer
therein to indemnify him in respect of a liability or expense as set forth in article
19.3.1, provided that the undertaking is limited to events that in the board of
directors’ opinion are foreseen in light of the Company’s actual activity at the time
of giving the indemnity undertaking and to such amount or criterion as the board of
directors has determined is reasonable in the circumstances of the case, and that the
indemnity undertaking states the events that in the board of directors’ opinion are
foreseen in light of the Company’s actual activity at the time of giving the
undertaking and the amount or criterion the board of directors has determined is
reasonable in the circumstances of the case.

Articles 19.1 to 19.4 shall not apply in any of the following cases:

19.5.1 a breach of fiduciary duty, save as provided in paragraph 19.2.2
above,

19.5.2 a breach of the duty of care committed intentionally or rashly,
unless only negligence was involved;

19.5.3 an act done with the intention of unlawfully deriving a personal
profit;

19.5.4 a fine or composition imposed on an officer.

19.6  The provisions of articles 19.1 to 19.5 above do not and shall not restrict the

20.

Company in any way with regard to its entering into an insurance contract and/or
with regard to indemnity and/or with regard to an exemption from liability:

19.6.1 in connection with persons who are not officers of the Company,
including employees, contractors or consultants of the Company
who are not officers therein;

19.6.2 in connection with officers of the Company - where the insurance
and/or indemnity and/or exemption from liability are not expressly

prohibited pursuant to any law.

Auditor
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21.

22.

23.

The general meeting shall appoint for the company an auditor — KPMG, or one of
the 4 major international firms of independent certified public accountants in the
State of Israel. The auditor shall hold office until the completion of one audit, or for
a longer period as determined by the general meeting, provided that his term of
office shall not extend beyond the completion of three audits as of his date of
appointment or until his office is terminated by the general meeting, whichever is
earlier. The auditor’s remuneration for the audits shall be determined by the board of
directors.

Distribution of dividend

As long as the Company’s loans are less than three times its EBITDA, after
deduction of investments (the “Distribution Threshold”), the Company shall pay
dividends to its shareholders in an amount of 25% to 30% out of the yearly profits of
the Company, which are permitted to be legally distributed pursuant to the
provisions of the Companies Law- 5759-1999.

Donations

The Company may donate a reasonable sum of money for an object that in the board
of directors’ unanimous opinion constitutes a worthy object, even if the donation is
not in the framework of business considerations to maximize the Company’s profits.

Accounts

23.1  The Company shall keep accounts and draw up financial statements as
provided in the Law.

23.2 Each year the Company shall draw up financial statements, which shall
include an audited consolidated balance sheet as at 31st December
(hereinafter referred to as “the determining date”) and statements of income
and statements of cash flow of the Company for such year, prepared also in
English in accordance with Israeli generally accepted accounting principles
(GAAP), as audited by KPMG or one of the 4 major international firms of
independent certified public accountants in the State of Israel. (hereinafter
referred to as “Financial Statements”). The auditor shall audit the statements
and the board of directors shall approve the Financial Statements and sign
them. The Financial Statements shall be drawn up within four months of the
determining date.

23.3 The books of account shall be kept at the Company’s registered office or
anywhere else the directors deem fit, and shall always be open for the
directors’ inspection.
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24. INFORMATION RIGHTS

The Company shall provide the Shareholders with the following reports all of which
shall be also in English:

24.1

242

243

244

As soon as practicable, but in any event within one hundred and twenty

(120) days after the end of each fiscal year of the Company —Financial
Statements. This article 24.1 shall apply to the each shareholder of the
Company for as long it holds any amount of the issued and outstanding share
capital of the Company.

As soon as practicable, but in any event within ninety (90) days after

the end of each quarter of each fiscal year of the Company - an unaudited
consolidated balance sheet of the Company as at the end of each such period
and unaudited statements of (i) income and (ii) cash flow of the Company
for such period. This article 24.2 shall apply to the each shareholder of the
Company for as long it holds at least 5% of the issued and outstanding share
capital of the Company.

Within forty-five (45) days after the end of each month - a report by
management with respect to the previous month consolidated Profit and Loss
report. This article 24.3 shall apply to the each shareholder of the Company
for as long it holds at least 5% of the issued and outstanding share capital of
the Company.

At least 15 days prior to the beginning of each fiscal year - an annual budget
of the Company and its Subsidiaries for such fiscal year. This article 24.4
shall apply to the each shareholder of the Company for as long it holds at
least 5% of the issued and outstanding share capital of the Company.

25. CONFIDENTIALITY AND NON-COMPETITION

25.1

25.2

CONFIDENTIALITY.

The Shareholders and/or the directors of the Company are obliged to keep in
strict confidence, and not to disclose to any other third party or use for any
purpose whatsoever (except for disclosures to employees and personnel,
which are necessary on an as need basis), any and all information howsoever
relating to the Company and/or the Company’s business (“Confidential
Information™), all for as long as they are shareholders and/or directors of the
Company and indefinitely thereafter.

NON-COMPETITION.
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The shareholders and the directors are obliged not to compete with the
Company’s business in Israel, directly or indirectly, alone or together with
others for as long they hold, directly or indirectly, at least 5% of the
Company’s issued and outstanding share capital and/or options, and/or any
securities and for an additional period of 18 (eighteen) months thereafter.

In addition, the Schocken Family’s Companies and the Schocken Family
Members are obliged not to compete with the Company’s business, directly or
indirectly, alone or together with others for as long as they hold, directly or
indirectly, shares, options and/or any securities in the Company and for an
additional period of 30 (thirty) months thereafter.

The term “Compete with the Company’s business” in this articles, means:
(i) competing with the core Company’s business or Main Assets; and/or (ii)
competing with the non-core Company’s business or Main Assets in a way
that causes material damage to the Company;

26. Minutes

26.1

26.2

Minutes of each general meeting and of each meeting of the board of directors
shall be recorded and duly entered in books provided for that purpose. Such
minutes shall, in all events, set forth the names of the persons present at the
meeting and all resolutions adopted thereat.

Any minutes as aforesaid, if purporting to be signed by the chairman of the
meeting or by the chairman of the next succeeding meeting, shall constitute
prima facia evidence of the matters recorded therein.

27. GOVERNING LAW AND JURISDICTION

271

27.2

Any dispute arising between the shareholders inter se or between any of the
shareholders and the Company in connection with the matters included herein
or with the implementation hereof, including with regard to the interpretation,
validity or breach hereof, shall be governed by and construed in accordance
with the laws of the State of Israel without giving effect to any choice of law
or conflicting provision or rule (whether of the State of Israel or any other
jurisdiction) that would cause the laws of any jurisdiction other than the State
of Israel to be applied.

The courts of Tel Aviv-Jaffa, Israel, shall have sole and exclusive jurisdiction
in all matters arising from these Articles of Association, to exclude the
jurisdiction of all other courts.
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| 28.  Notices

Subject to any law, any notice or other document that the Company gives and/or may

and/or is required to give pursuant to the provisions of these articles and/or the law,

shall be delivered by the Company to any person, either personally or by sending it

1 by registered mail at the registered address of such shareholder in the register of
shareholders or at any other address of which the shareholder has notified in writing
as the address for the delivery of notices or documents, or sending facsimile or other
electronic means.
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