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Forward-Looking Information and Statement

o

This presentation contains general data and information as well as forward looking statements about
Bezeq The Israel Telecommunication Corp., Ltd (“Bezeq”). Such statements, along with explanations and
clarifications presented by Bezeq’s representatives, include expressions of management’s expectations
about new and existing programs, opportunities, technology and market conditions. Although Bezeq
believes its expectations are based on reasonable assumptions, these statements are subject to numerous
risks and uncertainties. These statements should not be regarded as a representation that anticipated
events will occur or that expected objectives will be achieved. In addition, the realization and/or otherwise
of the forward-looking information will be affected by factors that cannot be assessed in advance, and
which are not within the control of Bezeq, including the risk factors that are characteristic of its
operations, developments in the general environment, external factors, and the regulation that affects
Bezeq’s operations.

This presentation contains partial information from the public reports of Bezeq under the Israeli Securities
Law 5728-1968 (the "Securities Law"), which reports can be accessed at the Israeli Securities Authority's
website, www.magna.isa.qov.il. A review of this presentation is not a substitute for a review of the detailed
reports of Bezeq under the Securities Law and is not meant to replace or qualify them; rather, the
presentation is prepared merely for the convenience of the reader, with the understanding that the detailed
reports are being reviewed simultaneously. No representation is made as to the accuracy or completeness
of the information contained herein.

This presentation does not constitute an offer or invitation to purchase or subscribe for any securities, and
neither this presentation nor anything contained herein shall form the basis of or be relied upon in
connection with any contract or commitment whatsoever.



Bezeq Group Profile

B Communications Free Float
Ltd. @
31.3% 68.704
| 100% | 100% | 100% | 49.8% @ | 71.6% | 100%
8 8 B(Ienzt%?national 0 @‘ Wa“a 0 Bm ontrel
bezea pelephone
Fixed-Line Bezeq Int’l Pelephone yes Wallal Bezeq on line
Fixed-line telephony, ILD, ISP, Mobile telephony Pay-TV Internet Portal Call centre
broadband infrastructure, enterprise solutions, and data (DTH) services
data & transmission voice-over-broadband
Q1-11 Rev. NIS 1.18bn Q1l-11 Rev. NIS 329m Q1-11 Rev. NIS 1.45bn Q1-11 Rev. NIS 406m
Contribution 38% Contribution 11% Contribution 49%

Notes:

1. B Communications Ltd. is controlled by Internet Gold — Golden Lines Ltd. (75.3%), which is controlled by Eurocom Communications Ltd. (70%).
2. Following a Supreme Court decision which prevents Bezeq from getting control of yes, as of August 21, 2009, Bezeq ceased consolidating yes’ financial results and

started accounting for its investment in yes according to the equity method.
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Bezeq Group Q1 2011 Highlights

r

Revenues
&

~N

Revenues stable YoY despite reduction in MTRs and increased competition

! Consolidated revenues impacted by reduction of approximately NIS 350 million due to decrease in
mobile termination rates in Bezeq Fixed-line and Pelephone

Profitability ! Pelephone equipment sales reached NIS 501 million, up 74.6% YoY vs. NIS 287 million in Q1 10

)16

! Q1 2011 operating profit, net profit, and EBITDA were impacted by a NIS 285 million provision for early
employee retirement.
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ﬂ:onsolidated Revenue
NIS MM
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/ Consolidated EBITDA
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Bezeq Group Q1 2011 Highlights
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CapEx

Cash
Flows

g J

Strategic capex investments

! Bezeq Fixed-Line progresses with NGN deployment, generating operational benefits with rollout of higher

value subscriber access packages

! Pelephone’s HSPA network drives increase in data revenues

! 51% of Pelephone’s subscribers were on the HSPA network as of March 31, 2011

! Increase in competition resulted in increased churn and decreasing tariffs

! Bezeq International investment in submarine cable proceeding on target

~

Consolidated CapEx

\ /Consolidated Free Cash Flow ® @

AN

657

433

452

606

838

462
309

NIS MM NIS MM
776
427 478 >
345
Q110 Q210 Q310 Q4 10 Q111

Q109 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111

Note: Consolidated capital expenditures (CapEXx) cited on accounting basis 1 Free cash flow defined as Cash Flow from Operations— Net Capex
2. Excluding yes
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Bezeq Group Q1 2011 Highlights 3
N

( _ ) Attractive shareholder remuneration
Creating o . o
Shareholder ! NIS 1.663 bn cash dividend including regular (NIS 1,163 million) and special dividend (NIS 500
Value million), approximately NIS 0.61 per share to be paid on May 19, 2011.

) ! NIS 3 bn capital reduction for the years 2011-2013 provides long-term investment horizon.

\_ /
/ 15.9% \

(©)]
3,733
500 (2)
1,941
1,600 1,514
1,060 1,163
2006 2007 2008 2009 2010 1H 2011

1. Calculated as regular and special dividends paid during the fiscal year, divided by the market capitalization as of December 31 of the previous year

2. Capital reduction
K 3. Includes one-time gain from yes’ deconsolidation of NIS 1.5bn. /




Regulatory Environment

8

Fixed-Line

Mobile

! MoC-appointed Hayek committee submitted interim
report recommending fixed-line wholesale regime,
roadmap for cancellation of structural separation and
cancellation of Bezeq’s tariff supervision. The final

report is expected in Q2 2011

ISP, International long distance

!  Regulator promotes increased competition through:

! MTRs cut by approximately 70% as of Jan 2011;

! 3 MVNO licensees have signed agreements with
existing operators, commercial launch expected in
Q3-2011

! Two additional MNOs expected in 2012

! Cancellation of exit fees in Q1-11 increases

competition and churn

Pay-TV

! New competitors into ISP segment
! Merger between Partner and 012 Smile received

regulatory approval

!  Expected introduction of ‘narrow package’ by pay-
TV operators

!  Gov't approved expansion of DTT service scope



Strong financial profile allows for attractive shareholder remuneration

Group Financial Profile s
N

4 Group Gross Debt

NIS MM — Gross Debt / EBITDA
1.21
1.13x X 1.11x 1.14x
M/‘\ —e
5,229 5,727 5,717 5,638
3,880
Q110 Q210 Q310 Q410 Q111
\ /
4 Group Net Debt )
NIS MM —_— Net Debt / EBITDA
1.07x 1.04x 1.00x
-
4,937
4,315
2,924
\_ Q210 Q310 Q410 QL 1l_— i
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Bezeq

Fixed-Line




Bezeq Fixed-Line Q1 2011 Highlights 8

4 )

Revenues
&
Profitability

- J

Revenue growth after exclusion of mobile interconnect fees; Early retirement
provision impacts profitability

! Reduction in mobile interconnect fees negatively impacted revenues by NIS 137 million. After
exclusion of such reduction, revenues grew by 1% vs. Q1 10 for the second consecutive quarter.

{ Q1 11 operating profit, net profit, and EBITDA were impacted by a NIS 285 million provision for early

retirement. EBITDA of NIS 373 million, down 43.5% YoY, for an EBITDA margin of 31.7%.

~

(e

ixed-Line Revenue

NIS MM \

Fixed-Line EBITDA NIS MM

1,304 1,307

0,
50.6% 51.6% 55.0% 50.6%

1,323 1,329
1,178

KI Q110 | Q210

Q310 Q410 Q111 / K Q110 Q2 10 Q310 Q410 Q111




Bezeq Fixed-Line Q1 2011 Highlights

4

4 )

! Average broadband Internet bandwidth increased 60% YoY to 4.8 Mbps

\ j Loss of access lines slows to 10k lines in Q1 11 vs. 30k in Q1 10

! NGN generates operational benefits with rollout of higher value subscriber access packages

Key ! Broadband Internet ARPU increased 8.2% YoY to NIS 79, led by bandwidth upgrades
Performance ! 37% penetration of NGN tariff plans among Bezeq's broadband Internet customers with NGN access
Indicators

/

///>Accessljnes(9 000

2,445 2,412 2,382 2,352

Q110 Q210 Q310 Q410

Kl. Excludes public coin operated payphones.

2,342

Q111

~

/Broadband Internet ARPU (NIS/Month)

73 72 76 78

Q110 Q210 Q310 Q410

79

Q111

~




Bezeq Fixed-Line Q1 2011 Highlights

4 )
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CapEx _ . : :
& versus 17.5% in Q1 10, primarily due to investments in NGN
Cash Flows ! Operating cash flow was NIS 419 million, up 6.6% YoY.

(R

! Capexincreased 46.1% YoY to NIS 333 million, as capex-to-sales expanded to 28.3%

-

Fixed-Line Gross Capex NIS MM

20.6%

18.9%
294
228 209 250
Q110 Q210 Q310 Q410

Gross capnex as % of sales
KNote: capital expenditures (CapEXx) cited on accounting basis

28.3%

333

Q111

Fixed-Line Free Cash Flow @ NIS MM

446 440 487

341
302 281 287

170 I

226

Q109 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111

Q. Free cash flow defined as Cash Flow from Operations— Net Capex
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pelephone




pelephone

Pelephone Q1 2011 Highlights

«Q

-

[

revenues

Revenues
&
Profitability

\. J

! Service revenues decreased 14.2% YoY, due to the reduction in mobile termination rates.

! Equipment revenues increased 74.6% YoY to NIS 501 million vs. 287 million in Q1 10.

! Net profit grew 19.7% YoY to NIS 310 million vs. NIS 259 million in Q1 10.

! Total revenues grew 4.1% YoY to NIS 1.45 bn despite approximately NIS 213 million negative impact
due to reduction in mobile termination rates.

! EBITDA increased 14.4% YoY to NIS 539 million, for a 37.2% EBITDA margin versus 33.8% in Q1 10.

f \ Significant increase in revenue from equipment sales offsets reduction in service \

/

/ Pelephone Revenue

~

/Pelephone EBITDA

NIS MM
33.8% 35.8% 35.0% 33.9%
/ Y o
471 511 505 497
Q110 Q2 10 Q310 Q4 10

NIS MM
1,393 1,429 1,442 1,468 1,450
k Q110 Q210 Q310 Q410 Q111 /
///— -

K_ EBITDA Margin

37.2%

539

Q111

~
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pelephone

Pelephone Q1 2011 Highlights

[
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Key

\.

Performance
Indicators

~N

J

! Record data revenues; Increase in competition impacts churn and ARPU

!
!

(R

51% of Pelephone’s subscribers were on the HSPA network as of March 31, 2011.

Revenues from data, VAS and content reached an Israeli industry high 32.1% of cellular service
revenues in Q1 2011.

ARPU was NIS 110 in Q1 2011, stable vs. Q1 10 after adjusting for reduced MTRs.
MOU increased to 359 minutes in Q1 11, up 6.8% YoY

Churn rate increased to 4.3% vs. 3.9% in Q1 10 due to increased competition.

/ Subscribers ’000

RN

2,789 2,807 2,825 2,857 2,880
845 1,005 1,160 1,325 1471
Q110 Q210 Q310 Q410 Ql11
K HSPA Subscribery
.//— e et
— 15



0 Pelephone KPIs

pelephone

4

Significant growth in usage of data, VAS, and content services

/ ARPU @ NIS/Month

110 111 113 109 110

Q110 Q2 10 Q310 Q410 Q111

(1) Retroactively adjusted based on reduced mobile termination rates effective Jan 1, 2011

-

.

~

Data, VAS, and content revenue as a percentage of cellular service revenue

/

%
321
226 23.0 245 zi,o/u
o *— —*
K Q110 Q210 Q310 Q410 QL1




pQ Pelephone Q1 2011 Highlights
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4 )

CapEx cash flows
&

Cash Flows

- J

! Operating cash flow reached NIS 308 million, down 12.0% YoY
! FCF reached NIS 175 million, down 32.2% YoY

Installment payments on equipment sales led to decreased operating and free

\_

/ Pelephone Gross Capex

w)te: capital expenditures (CapEXx) cited on accounting basis

NIS MM
7.9% 7.8% 6.9% 7.5% 8.4%
[  — ° e —O
110 112 99 110 122
Q110 Q210 Q310 Q410 Q111
— Gross Capnex as a % of Revenue

~

/Pelephone Free Cash Flow ®

175

t Free cash flow defined as Cash Flow from Operations— Net Capex /

NIS MM
301
258 264
296 249
131
-45 -1
Q109 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111
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Bezeq

International
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sa?ﬁfé‘ﬁnaﬁonau Bezeq International Q1 2011 Highlights
-

~N

- J

! EBITDA growth despite a contraction in ILD market

Revenues ! Revenues reached NIS 329 million in Q1 11, down 4.0% YoY, driven by reduction in ILD and hubbing
& activities
Profitability ! EBITDA reached NIS 85 million, up 1.2% YoY, for an EBITDA margin of 25.8% vs. 24.5% in Q1 10

~

/Bezeq International Revenue

~

NIS MM
343 340 347 350 329
T T - 1
Q110 Q210 Q310 Q410 Q111

/Bezeq International EBITDA
NIS MM

J
\

25.8%

84 93 90
Q110 Q210 Q310 Q410
i =



Bezeq International Q1 2011 Highlights
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Bezea
International

- J

\ ! Capexincreased 125% YoY to NIS 45 million, as capex-to-sales expands to 13.7% \
versus 5.8% in Q1 10, primarily due to investment in submarine cable

CapEx
g ! Operating cash flow reached NIS 42 million, down 29.3% YoY, due to working capital timing
differences
Cash Flows

! FCF of NIS (4) million v. NIS 23 million in Q1 10, due to increased capital expenditures
relating to submarine cable

/

/

Bezeq International Gross Capex
NIS MM

~

13.7%
5.8%
43 45
20 29 -
0110 0210 0310 0410 0111
k Note: capital expenditures (CapEXx) cited on accounting basis /

4 N

Bezeq International Free Cash Flow (M)
NIS MM

62 57
48 45

33 23 33

12

QL09 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111
-4

Q. Free cash flow defined as Cash Flow from Operations— Net Capex /







@ ves Q1 2011 Highlights s
4 ) ™

Solid revenue growth despite increased market competition

Revenues ! Revenues reached NIS 406 million, up 3.6% YoY, driven mainly by growth of advanced pay-TV services
&

) . { Total subscribers increased 1.6% YoY to approximately 580,000
Profitability

! EBITDA reached NIS 130 million, up 6.1% YoY, for an EBITDA margin of 32.0% vs. 31.3% in Q1 10

- J /

/yes Revenue \ /yes EBITDA \

NIS MM NIS MM
391 396 395 400 406
75
Q110 | Q210 Q310 | Q410 | Q111 | Q110 | Q210 | Q310 | Q410 | Q111

k / K— EBITDA Margin /
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ves Q1 2011 Highlights

8

4 )
Value Value added services contribute to ARPU improvement
Added ! ARPU grew 2.2% YoY to NIS 234 as yes increased sales of VAS such as yesMax, PVR
Services service, yesMaxHD, and IP-based VOD
\_ /

yes Subscribers

\ / yes ARPU

‘000, end of period NIS/Month, avg per quarter
571 573 575 578 580
229 231
Q110 Q210 Q310 Q4 10 Q111 Q110 Q210

229 231 234

Q310 Q410 Q111
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ves Q1 2011 Highlights
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! Free cash flow expansion

CapEx
& !
Cash Flows !

J

Operating cash flow increased to NIS 141 million, up 16.4% YoY
FCF increased to NIS 70 million, up 16.1% YoY

(R

k Note: capital expenditures (CapEXx) cited on accounting basis

yes Gross Capex

~

NIS MM
20.0% 20.7%
19.0%
16.9% 17.1%
79 82
66 68 7
Q110 Q210 Q310 Q410 Q111

Gross Capex as a % of Revenue

/

mes Free Cash Flow ()
NIS MM

70
61 63

48
a8 46 42
33

Q109 Q209 Q309 Q409 Q110 Q210 Q310 Q410 Q111

.

Free cash flow defined as Cash Flow from Operations— Net Capex /
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Thank You

For additional
information,
please visit our website:

www.bezeq.co.il




