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Description of the
Partnership Business



This report is a translation of Delek Drilling - Limited Partnership's Hebrew-language Update to Chapter A
(Description of the Partnership’s Business) of the Periodic Report for 2017 of Delek Drilling. It is prepared
solely for convenience purposes. Please note that the Hebrew version constitutes the binding version, and in
any event of discrepancy, the Hebrew version shall prevail.

Update to the Description of the Partnership’s Business
in the Periodic Report for 2017

of Delek Drilling — Limited Partnership (the “Partnership”)*

1. Section 1.1 of the Periodic Report — The Partnership’s operations and a

description of the development of its business

a.

b.

With respect to the notice of the Partnership and Delek Group Ltd. (“Delek
Group”) of October 9, 2018, according to which a full exchange tender offer that
Delek Group sought to perform for the shares of Delek Energy Systems Ltd.
(“Delek Energy”) was accepted, see the Partnership’s shelf offering report of
September 16, 2018 (ref. no.: 2018-01-084490) and immediate report of October
9, 2018 (ref. no.: 2018-01-090619), the details appearing in which are
incorporated herein by reference. As of the date of this Report, Delek Group
(directly) holds participation units of the Partnership at a rate of 4.99% (in lieu of
7.83% prior to the said tender offer).

With respect to a presentation that was made at an investor conference of Delek
Group, see the Partnership’s immediate report of November 11, 2018 (ref. no.:
2018-01-101887).

2. Section 1.1.8(g) of the Periodic Report — The structure of the main holdings of

the Partnership

In October 2018, Noble Energy Mediterranean Ltd. (“Noble”) sold all of its holdings
in Tamar Petroleum Ltd. (“Tamar Petroleum”), as a result of which, as of the date of
this Report, the Partnership holds 13.42% of the voting rights in Tamar Petroleum. It
is clarified that no change has occurred in the rate of the Partnership’s holding in the
equity interests in Tamar Petroleum, which, as of now, is 22.6%.

3. Section 4 of the Periodic Report — Tax certificates

a.

With respect to final tax certificates for an entitled holder due to the holding of a
participation unit of the Partnership and of Avner Oil Exploration — Limited
Partnership (the “Avner Partnership”), for the tax year 2014, and with respect to
a temporary tax certificate for an entitled holder due to the holding of a
participation unit of the Partnership for the tax year 2017, see the Partnership’s
immediate reports of October 4, 2018 and October 8, 2018 (ref. no.: 2018-01-

! The update includes material news or changes that occurred in the Partnership’s business during Q3/2018 and
until shortly before the date of this Report on any matter required to be described in the periodic report, with
the exception of updates that were included in the Q1 report as of March 31, 2018 (ref. no.: 2018-01-048577)
and in the Q2 report as of June 30, 2018 (ref. no.: 2018-01-077380) (the “Q2/2018 Report”). The update
refers to the section numbers in Chapter A (Description of the Partnership’s Business) of the Periodic Report
for 2017, which was released on March 21, 2018 (ref. no.: 2018-01-022209) (the “Periodic Report™), unless
stated otherwise.



088264 and 2018-01-101494), the information appearing in which is incorporated
herein by reference.

b. Further to Section 4.4 of the Periodic Report, it is noted that although as of the
date of this Report, the Tax Authority’s audit of the tax statements of the
Partnership and of the Avner Partnership for the tax year 2015 has ended, and tax
assessment agreements have been signed with the Tax Authority, final tax
certificates for the tax year 2015 have not yet been issued, since the Income Tax
Regulations (Rules for Calculation of the Tax for Holding and Selling
Participation Units in an Oil Exploration Partnership), 5749-1988 (in this section:
the “Regulations”) are valid until June 30, 2015, and have not yet been extended
to a later date. Final tax certificates, in accordance with such tax assessment
agreements, will be issued and released accordingly only after the Regulations are
extended. In accordance with the aforesaid tax assessment agreements, the taxable
income of the Partnership and of the Avner Partnership in 2015 is approx. ILS
317.4 million and approx. ILS 293.3 million, respectively, and in respect thereof
the Partnership and the Avner Partnership paid tax on account of the holders of
participation units in the Partnership and in the Avner Partnership, in the sum of
approx. ILS 92 million and approx. ILS 88 million, respectively.

Sections 4.3.5 and 4.3.6 _of the Periodic Report — Petition to the court for
instructions _regarding the interpretation _and manner_of implementation of
Section 19 of the Taxation of Profits from Natural Resources Law, 5771-2011
(the “Petition”)

On September 6, 2018, a hearing was held at the Tel Aviv District Court on the
General Partner’s motion to order dismissal of a petition for instructions that was filed
by the supervisor on May 8, 2018 with the Tel Aviv District Court, in which the court
was moved to order the General Partner to bear the supervisor’s expenses in the
framework of the Petition and in the framework of the appeal that was filed with the
Supreme Court on December 31, 2017 from the District Court’s judgment of
November 1, 2017 on the Petition (the “Appeal”). In accordance with the court’s
position, as was expressed at the said hearing, and following its recommendation, the
supervisor and the General Partner signed a settlement agreement, whereby at the
general meeting of the holders of the participation units in the Partnership, the
supervisor’s legal fees in the Petition and in the Appeal would be presented for
approval, such that the payment will be made out of the Partnership’s funds. Such
agreement was sanctioned as a judgment on October 31, 2018.

Section 6 of the Periodic Report — General environment and the impact of
external factors

On October 9, 2018, the Energy Minister released the “Plan to save Israel from
polluting energy”, which mainly concerns reduction of the use of polluting fuel
products by 2030. The plan set goals for 2030, specifying concrete steps and
determining timetables in three main sectors, as follows:

a. In the electricity sector, the gradual reduction of electricity production in coal.
From 2028, use of coal in the production of electricity at all of the coal-fired
power plants will be completely stopped, and electricity production will be based



on natural gas and renewable energies only, with permanent shutdown of the coal-
fired plants in Hadera and Ashkelon.

b. In the transportation sector, cessation of consumption of polluting fuel products in
land transportation, and transition to use of electric vehicles and compressed
natural gas-powered vehicles. Accordingly, from 2030, the entry into Israel of
vehicles powered by gasoline or diesel oil will be prohibited, and 100% of the
new vehicles in Israel will be powered with the assistance of electricity and
compressed natural gas.

c. In the industry sector, cessation of the use of fuel oil, LPG and diesel oil and
replacement thereof with more efficient and cleaner energy sources from 2030.

The plan was released for the public’s comments, and will later be presented for the
government’s approval.

In the Partnership’s estimation, approval and implementation of the plan may lead to
an increase in the demand for natural gas in the Israeli economy.

Section 7.3.4(d) of the Periodic Report — Development of the Tamar South-West
reservoir (the “SW Reservoir”)

Further to Section 7.3.4(d) of the Periodic Report, in October 2018, Noble, per the
Ministry of Energy’s request, submitted an updated development plan for the Tamar
SW reservoir. The updated development plan is essentially similar to the original
plan, and includes details relating to actions that occurred and new information that
was received since the date of submission of the original development plan (April
2014).

Section 7.4.5(c) of the Periodic Report — Plan for development of the Leviathan
reservoir

As of the date of this Report, the Ensco DS-7 rig has performed the completion of the
Leviathan-4, Leviathan-3 and Leviathan-5 wells, and begun the completion of the
Leviathan-7 well, which is expected to be finished by the end of 2018.

Section 7.5 of the Periodic Report — The 399/Roy license (the “Roy License”)

On September 25, 2018, Ratio Oil Exploration (1992) - Limited Partnership (“Ratio”)
announced that the Petroleum Commissioner at the Ministry of Energy (the
“Commissioner”) had announced that he was extending the Roy License to April 14,
2020, subject to modification of the work plan in the Roy License, as follows:

Period Concise Description of the Planned Work Plan

2018 forth In accordance with the binding work plan for the Roy License, the following

actions are required to be performed:

e By December 15, 2018 — signing of a contract with a drilling contractor and
delivery thereof to the Commissioner.

e By September 30, 2019 — commencement of drilling in the area of the Roy
License.

e Up to three months from completion of the drilling — submission of a summary
report of the results of the drilling.




10.

It is clarified that in view of the fact that the Partnership has an option only in the Roy
License, and has no access to information of the joint venture, the description of the
planned work plan and the timetables of the said actions are based on public reports of
Ratio only.

Caution concerning forward-looking information — the above description
regarding the planned actions in the Roy License, including timetables for the
performance thereof, is forward-looking information, within the meaning thereof in
the Securities Law, 5728-1968 (the “Securities Law”), and is based solely on public
reports of Ratio. Actual performance of the work plan, including the timetables, may
be materially different than as specified above and is contingent, inter alia, on
applicable regulation, technical ability and economic merit.

Section 7.6.3(d) of the Periodic Report — The ‘Aphrodite’ reservoir in Cyprus

As of the date of this Report, the updated development plan submitted by the partners
in the Aphrodite reservoir has not yet been approved by the Cypriot government.
Although, ostensibly, according to the Production Sharing Contract of October 24,
2008 (the “Production Sharing Contract”), the Cypriot government has the option,
in the absence of an approved development plan, to claim for termination of the
Production Sharing Contract, the partners in the Aphrodite reservoir are continuing to
act, in cooperation with the Cypriot government, for the update and approval of the
development plan and the update of the Production Sharing Contract. In this context,
the Cypriot government decided to invite the partners to a series of discussions on the
issue of the update of the Production Sharing Contract, including updating the
mechanism of the fiscal conditions. As of the date of this Report, and following such
invitation, the parties are holding continuous discussions on the said issue.

Section 7.11.5(a)l of the Periodic Report — Agreement for the supply of natural
gas from the Tamar reservoir to Arab Potash Company and Jordan Bromine
Company (the “Buyers”)

Further to Section 7.11.5(a)l of the Periodic Report, in October 2018, another
agreement was signed for the supply of natural gas between the Tamar partners and
NBL Eastern Mediterranean Marketing Limited (“NBL”) for the export of natural gas
to consumers in Jordan (the “Second NBL-Tamar Agreement”). Concurrently with
the signing of the Second NBL-Tamar agreement, NBL signed another agreement
with the Buyers, according to which the Buyers will buy from NBL an additional
quantity of natural gas which will be used thereby as aforesaid at their plants which
are located on the eastern bank of the Dead Sea in Jordan (the “Second Supply
Agreement”), on an interruptible basis, at a total scope of up to approx. 1 BCM,
while NBL is entitled, in accordance with the dates determined in the agreement, to
notify the Buyers that the supply under the Second NBL-Tamar Agreement shall be
carried out on a firm basis. The supply according to the Second NBL-Tamar
Agreement is expected to commence during Q1/2019 and is expected to continue until
the date of completion of the supply under the first supply agreement. It is noted that
the Second NBL-Tamar Agreement and the Second Supply Agreement are subject to
receipt of the regulatory approvals in Jordan and in Israel, and contingent upon the
signing of a transmission agreement with INGL for the flow of the additional gas
quantities stated above. The other terms and conditions of the Second NBL-Tamar



11.

12.

Agreement and the Second Supply Agreement are similar to the terms and conditions
of the first NBL-Tamar agreement and supply agreement.

Caution concerning forward-looking information — the above estimates regarding
the natural gas quantities that shall be purchased by the buyers in the framework of
the Second Supply Agreement, and commencement of the supply date under the
Second Supply Agreement, constitute forward-looking information, within the
meaning thereof in the Securities Law, which there is no certainty will materialize, in
whole or in part, and may materialize in a materially different manner, due to various
factors including due to non-fulfillment of the conditions precedent in the Second
Supply Agreement, non-receipt of regulatory approvals, changes in the scope, pace
and timing of the natural gas consumption by each one of the said buyers.

Sections 7.11.5(a)2 and 7.11.5(b)2 of the Periodic Report — Agreements for the
supply of natural gas from the Leviathan and Tamar projects to Dolphinus
Holdings Limited (the “Tamar-Dolphinus Agreement”, the “Leviathan-
Dolphinus Agreement” and “Dolphinus”, respectively)

Further to Sections 7.11.5(a)2 and 7.11.5(b)2 of the Periodic Report, it is noted that
on September 26, 2018, the Partnership and Noble signed a non-binding MOU with
the Tamar partners and a non-binding MOU with the Leviathan partners in connection
with the allocation of capacity and other arrangements for the flow of natural gas in
transmission infrastructures from Israel to Egypt, including EMG’s existing gas
transmission pipeline and the Arab Gas Pipeline via Agaba. In addition to the
aforesaid, the Partnership and Noble endorsed the Tamar-Dolphinus Agreement to all
of the partners in the Tamar project and the Leviathan-Dolphinus Agreement to all of
the partners in the Leviathan project, in accordance with the rate of the partners’
rights in each one of the said petroleum assets. For further details, see the
Partnership’s immediate report of September 27, 2018 (ref. no.: 2018-01-086332), the
information appearing in which is incorporated herein by reference.

Section 7.12.2(b)2.b. of the Periodic Report — Description of the main potential
target markets for the export of natural gas in the pipeline from the Tamar
project and the Leviathan project — Eqypt

With respect to the engagement of EMED Pipeline B.V., a subsidiary of the
Partnership (25%) (through a wholly-owned subsidiary of the Partnership registered
in Cyprus), Noble Energy International Ltd. (25%) and an Egyptian partner (50%), in
agreements for the purchase of 39% of the share capital of EMG, see the Partnership’s
immediate reports of September 27, 2018 (ref. no.: 2018-01-086332) and of October
2, 2018 (amending) (ref. no.: 2018-01-086851), the details appearing in which are
incorporated herein by reference.

In this context it is noted that the Partnership and Noble have begun negotiations with
Eilat Ashkelon Pipeline Ltd. (EAPC) and Israel Natural Gas Lines Ltd. (INGL) in
relation to the possibility of transmission of natural gas to Egypt through the
transmission system, after the parties performed preliminary reviews of the technical
aspects of this possibility. It is emphasized that at this preliminary stage, there is no
certainty that the said negotiations will culminate in binding agreements or what the
terms and conditions of such agreements will be (if signed).



13. Section 7.20 of the Periodic Report — Financing

a. Bonds of Delek & Avner (Tamar Bond) Ltd. (“‘Tamar Bond”)

With respect to updated bond rating reports which were issued to classified
investors in Israel, the U.S. and other countries by Tamar Bond, released by
Moody’s, see the Partnership’s immediate report of November 15, 2018 (ref. no.:
2018-01-103804), the details appearing in which are incorporated herein by
reference.

b. Further to Section 7.20.2(a) of the Periodic Report, it is noted that the Partnership
has complied with the financial covenants undertaken thereby in the context of the
public offering of the Partnership’s Series A bonds, as set forth in Section
7.20.1(e) of the Periodic Report, as specified below:

The Examined Ratio

Financial Covenant as of September 30, 2018
and as of the Report Date
Economic capital of the Partnership Approx. $4,153 million
Economic capital to debt ratio Approx. 10

Distribution -

c. Further to Section 7.20.2(b) of the Periodic Report, it is noted that the Partnership
has complied with the financial covenants undertaken thereby in the context of the
financing agreement, as set forth in Section 7.20.1(a) of the Periodic Report, as
specified below:

The Examined The Examined The Examined
Ratio Ratio as of October Ratio as of the
Financial Covenant | as of September 30, 22, 2018 — Date of Report Release
2018 Withdrawal of the Date
Money?
Required debt 36 34 34

coverage ratio

14. Section 7.25.12(b)1 of the Periodic Report — Payment of royalties to interested
parties in the Partnership

a. With respect to the approval by the Audit Committee and the board of the
Partnership’s General Partner of September 4, 2018 of the calculation of the date
of recovery of the investment in the Tamar project, according to which the date of
commencement of payment of royalties to the Delek Group, Delek Energy and
Delek Royalties (2012) Ltd. (the “Royalty Owners”) at the rate of 6.5% (instead
of a rate of 1.5%) is in January 2018, see the Partnership’s immediate report of
September 5, 2018 (ref. no.: 2018-01-082531), the details appearing in which are

2 According to the provisions of Section 7.20.4(a) of the Periodic Report, compliance with the required debt
coverage ratio will be measured, inter alia, at the time of each withdrawal. Since August 21, 2018 (the date of
release of the Q2/2018 Report), and until the date of release of this Report, the Partnership has made 3
withdrawals, with the last withdrawal being made on October 22, 2018. For each one of the said 3
withdrawals, the Partnership met the required ratio.



15.

16.

incorporated herein by reference. It is noted that further to the Partnership’s
demand of the Royalty Owners for restitution of approx. $2 million which was
overpaid to them, on September 20, 2018, the Royalty Owners repaid the said
amount to the Partnership.

b. On September 6, 2018, a general meeting of the participation unit holders was
held, which was summoned by the Partnership’s supervisor, at which, inter alia, it
was decided to approve a budget for the supervisor’s work on the process of
examination of the investment recovery date. For further details, see the
(amending) immediate reports of September 2, 2018 and September 12, 2018 (ref.
no.: 2018-01-081628 and 2018-01-083794, respectively), the information
appearing in which is incorporated herein by reference.

Section 7.26 of the Periodic Report — L egal proceedings

a. Further to Section 7.26.1 of the Periodic Report and Section 20(a) of Chapter A
(Description of the Partnership’s Business) of the Q2 report regarding the class
certification motion filed by a consumer of the IEC against the Tamar partners on
June 18, 2014 with the Tel Aviv District Court (in this Section: the “Motion for
Certification”), it is noted that on November 14, 2018, an (agreed) motion was
filed on behalf of the petitioner in the Motion for Certification to postpone the
date of the filing of the summations on behalf of the petitioner to December 31,
2018 (in lieu of November 18, 2018). On November 18, 2018, an extension was
granted as requested. The date for filing of summations on behalf of the Tamar
partners is March 31, 2019.

b. Further to Section 7.26.4 of the Periodic Report regarding a motion for class
certification (in this Section: the “Motion for Certification”) with respect to the
merger transaction between the Partnership and the Avner Partnership, it is noted
that on October 15, 2018, a pretrial was held in the Motion for Certification in
which the parties agreed to try to reach a stipulation regarding the petitioners’
motion for a discovery and inspection order, and deliver a notice to the court on
the matter within 60 days.

c. Further to Section 7.26.6(a) of the Periodic Report regarding the mediation
proceeding in connection with the 353/Eran license, it is noted that in accordance
with the court’s decision of August 20, 2018, the parties are required to provide an
update on the outcome of the mediation proceeding by November 27, 2018.

Section 7.27.1(b)(5) of the Periodic Report — Targets and business strategy in the
Tamar project

Further to Section 7.27.1(b)(5) of the Periodic Report, as of the date of this Report,
the Partnership is promoting certain options for the sale of its remaining direct
holdings in the Tamar and Dalit leases (22% out of 100%), in accordance with the
provisions of the Gas Framework, including by way of establishing an SPV which
would conduct offerings of equity and debt securities, which would be listed on a
foreign stock exchange and/or on the Tel Aviv Stock Exchange Ltd., and/or a sale to a
third party.



17. Regulations 21 and 22 of Chapter D of the Periodic Report — the compensation
policy and D&O liability insurance policy in the Partnership and the General
Partner

On November 20, 2018, the Partnership called a general meeting of the participation
unit holders for December 27, 2018, whose agenda includes: (1) Update of the
compensation policy for officers in the Partnership and in the General Partner on
insurance and indemnification of the directors and officers; (2) Approval of
framework terms and conditions for a period of three years for future engagements of
the General Partner and/or the Partnership in a D&O liability insurance policy in the
Partnership and in the General Partner, as part of a group insurance policy that is
taken out by the Delek Group. For further details see the immediate report of
November 20, 2018 (ref. no.. 2018-01-105829, respectively), the information
appearing in which is incorporated herein by reference.

18. Section 26 of Chapter D of the Periodic Report — The General Partner’s
directors

With respect to the decision of the meeting of the holders of the participation units in
the Partnership of October 10, 2018 to approve the appointment of Messrs. Jacob
Zack and Amos Yaron as outside directors on the board of the Partnership’s General
Partner, for a term of office of three (3) years, commencing on the date of conclusion
of their present term of office, i.e. October 22, 2018, see the Partnership’s immediate
reports of September 20, 2018 (amending) and October 10, 2018 (ref. no.: 2018-01-
076228 and 2018-01-091300), the details appearing in which are incorporated herein
by reference. It is noted that the term of office of Mr. Eytan Rozenman as an outside
director on the board of the Partnership’s General Partner ended on October 22, 2018.

19. The following table includes natural gas and condensate production data in
01/2018, 02/2018 and ©3/2018 in the Tamar project:3+*

Q1 Q2° Q3

Natural | Cond- | Natural | cond- | Natural | Ccond-
Gas ensate Gas ensate Gas ensate

Total output (attributed to the Partnership’s
capital right holders) in the period (in

MMCEF for natural gas and in thousands of 21,925 32.4 23,408 30.6 25,349 34.2
barrels for condensate)

3 The data presented in the table above with respect to the rate attributed to the holders of the equity interests of
the Partnership at an average price per output unit, in the royalties paid, in the production costs and in the
income, net, was rounded off to one digit after the decimal point.

4 The production data include, in addition to the Partnership’s direct holding in the Tamar project, also the
Partnership’s share in the production data of Tamar Petroleum, as follows: From January 1, 2018 until March
13, 2018 (the closing date of the transaction between Tamar Petroleum and Noble for the purchase of 7.5% of
the Tamar and Dalit leases), a direct and indirect holding in the Tamar project at a rate of 25.7%, and from
March 14, 2018, a direct and indirect holding in the Tamar project at a rate of 25.7855%.

5> Royalties paid to interested parties are after the report on the calculation of the investment recovery date (for
further details see Note 40 to the Partnership’s condensed interim financial statements as of September 30,
2018, attached below).



Q1

Q2°

Q3

Natural
Gas

Cond-
ensate

Natural
Gas

Cond-
ensate

Natural
Gas

Cond-
ensate

Average price per output unit (attributed to
the Partnership’s capital right holders)
(Dollar per MCF and per barrel)

5.5

504

55

67.6

5.5

70

Average royalties (any

The Stat
payment derived from the e State

0.6

5.6

0.6

7.6

0.6

7.9

output of the producing asset
including from gross income
from the petroleum asset) paid

Third
Parties

0.1

0.9

0.1

1.1

0.1

0.9

per output unit (attributed to
the Partnership’s capital right
holders) (Dollar per MCF and
per Barrel)

Interested
Parties

0.4

3.5

0.3

0.4

4.7

Average production costs per output unit
(attributed to the Partnership’s capital right
holders) (Dollar per MCF and per barrel)®

0.4

1.9

0.4

0.3

1.7

Average net proceeds per output unit
(attributed to the Partnership’s capital right
holders) (Dollar per MCF and per barrel)

4.0

385

4.1

52.9

4.1

54.8

Date: November 20, 2018

Delek Drilling — Limited Partnership

via Delek Drilling Management (1993) Ltd., General Partner
Signed by: Gabi Last, Director, (in lieu of the Chairman of the Board)
and Yossi Abu, CEO

b It is emphasized that the average production costs per output unit include current production costs only and do
not include the reservoir’s exploration and development costs.
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This report is a translation of Delek Drilling - Limited Partnership's Hebrew-language Board of
Directors’ Report of the General Partner. It is prepared solely for convenience purposes. Please note
that the Hebrew version constitutes the binding version, and in any event of discrepancy, the Hebrew
version shall prevail.

November 20, 2018

Delek Drilling Limited Partnership

Report of the Board of Directors of the General Partner
for the Period Ended September 30, 2018

The board of directors of Delek Drilling Management (1993) Ltd. (the “General
Partner”) hereby respectfully submits the board of directors’ report for the nine- and
three-month periods ended September 30, 2018 (the "Report Period").

Part One — Explanations of the Board of Directors on the State of the
Partnership's Business

1. Main figures from the description of the Partnership's business

Delek Drilling — Limited Partnership (the “Partnership” or “Delek Drilling”)
was founded on July 1, 1993 according to a partnership agreement between the
trustee, Delek Drilling Trusts Ltd. as limited partner of the first part, and Delek
Drilling Management (1993) Ltd. as general partner of the second part.

Main changes that occurred in the Report Period:

For a comprehensive description of the main changes in the Partnership’s business
in the Report Period, see the updates to Chapter A (the Description of the
Partnership’s Business) of the Periodic Report for 2017, to the condensed interim
financial statements as of March 31, 2018, to the condensed interim financial
statements as of June 30, 2018, and to the Condensed Interim Financial
Statements as of September 30, 2018 (which are attached below).

2. Results of operations
A. General

As of the date of approval of the Financial Statements, the Partnership’s
primary business is the exploration, development and production of natural
gas, condensate and petroleum, including the production and sale of natural
gas and condensate from the Tamar reservoir in the area of the Tamar lease
(the “Tamar Project”), promotion of the expansion of the production system
of the Tamar Project, development of Phase 1A of the development plan of the
Leviathan reservoir and promotion of the commercialization of the natural gas
and condensate therefrom, promotion and planning of Phase 1B of the
development plan of the Leviathan reservoir for additional target markets,
promotion and planning of the commercialization of the natural gas and the
development of the Aphrodite reservoir, examination of various infrastructure
alternatives for the transmission of natural gas to additional target markets,
exploration activity in the petroleum assets held by the Partnership, including
to oil targets, along with the examination of entry into additional petroleum



assets in lIsrael and in the Mediterranean Basin. The Partnership is also
engaged in the promotion of various natural gas-based projects, aiming to
increase the sales volume of natural gas from the petroleum assets held by the
Partnership, and in the examination and promotion of various alternatives for
the sale of the Partnership’s holdings in the Tamar Project, in accordance with
the provisions of the Gas Framework. In this context, the Partnership is
promoting several alternatives for the sale of its remaining holdings in the
Tamar and Dalit reservoirs (22% out of 100%), in accordance with the
provisions of the Gas Framework, including by way of establishing an SPV
which would conduct offerings of equity and debt securities, which would be
listed on a foreign stock exchange and/or on the Tel Aviv Stock Exchange
Ltd., and/or a sale to a third party.

In July 2017, the Partnership closed a transaction for the sale of 9.25% (out of
31.25% which were held thereby) of the Tamar and Dalit leases (the
“Leases”) to Tamar Petroleum Ltd., and from this date the Partnership directly
holds 22% of the Leases. Upon the closing of the transaction, the Partnership
recorded a profit of approx. $567 million, which was recorded in the income
statement in the “other income” item.

The “investment recovery date”, as defined in the rights transfer agreement of
1993, fell in January 2018, and from this date, the Partnership pays an
overriding royalty to Delek Group, Delek Energy at the rate of 6.5% in lieu of
1.5%. It is further noted that during June 2018, the rights to receipt of royalties
in respect of the Tamar Project were transferred from Delek Energy to Delek
Royalties (2012) Ltd. For further details, see Note 40 to the Financial
Statements attached below.

The Partnership’s net profit in the Report Period amounted to approx. $225.9
million, compared with a net profit of approx. $754.5 million in the same
period last year. The decrease in profit derives mainly from profit of approx.
$567 million from the sale of the Leases, which was recorded in the same
period last year, as specified above.

The net profit in Q3/2018 amounted to approx. $74.1 million, compared with
approx. $616.6 million in the same period last year. The decrease in profit
derives mainly from profit of approx. $567 million from the sale of the Leases,
which was recorded in the same quarter last year, as specified above.



Analysis of Statements of Comprehensive Income

Revenues:
From natural gas and condensate sales

Net of royalties

Expenses and costs:
Cost of gas and condensate production

Depreciation, depletion and amortization
expenses

Oil and gas exploration expenses, and
other direct expenses

G&A expenses
Total expenses and costs

Other revenues (expenses)

Partnership's share of earnings (losses) of
company accounted for at equity, net

Operating profit
Financial expenses

Financial income

Financial expenses, net
Profit before levy

Petroleum and gas profit levy

Net profit

Other comprehensive income (loss) in
respect of items which may
subsequently be reclassified to profit
or loss:

Profit (loss) in respect of cash flow
hedging transactions

Profit in respect of financial assets
available for sale

Carried to profit or loss in respect of cash
flow hedging transactions

Carried to profit or loss in respect of the
disposition of financial assets available
for sale

Other comprehensive loss

Total comprehensive income

Gas sales in BCM!

Below are main figures with regards to the Partnership’s Statements of
Comprehensive Income (Dollars in thousands):

1-3/2018  4-6/2018  7-9/2018  1-9/2018 192017  7-9/2017 2017
106,606 113463 124579 344,648 401,243 109559 501,926
21,278 20,789 25,087 67,154 63,399 17,909 80,256
85,328 92,674 99,492 277,494 337,844 91,650 421,670

8,502 7,406 6,745 22,653 27,331 7,149 35,188
10,309 11,262 12,955 34,526 81,508 25,321 94,898
1375 2,210 2,684 6,269 5,350 1,992 7,840
2,299 2,984 2,348 7,631 8,419 3,502 10,629
22,485 23,862 24,732 71,079 122,608 37,964 148,555
(988) 474 - (514) 566,934 566,934 566,542
(5,360) 4,388 6,352 5,380 5,493 5,493 10,042
56,495 73,674 81,112 211,281 787,663 626,113 849,699

(15,804) (15296)  (13905)  (45,005) (55,455) (17,908) (75,044
48,360 6,302 7577 62,239 25,598 7,733 46,872
32,556 (8,994) (6,328) 17,234 (29,857) (10175)  (28,172)
89,051 64,680 74784 228515 757,806 615938 821,527

(757) (1,224) (641) (2,622) (3,306) 693 (4,305)
88,294 63,456 74,143 225,893 754,500 616,631 817,222
] ; - - (3.957) (2,203) (3,957)

] ; ; - 137 - 2,237
(621) (567) (678) (1,866) (216) (216) (904)
- - - - (963) - (695)
(621) (567) (678) (1,866) (4,999) (2,419) (3.319)
87,673 62,889 73465 224,027 749,501 614212 813,903
24 2.6 28 7.8 75 2.6 9.9
109 118 133 360 345 119 455

Condensate sales in thousands of barrels?

! Figures refer to natural gas sales (100%) in the Tamar Project and in the Yam Tethys project, rounded

off to one tenth of a BCM.

2 Figures refer to condensate sales (100%) in the Tamar Project, rounded off to thousands of barrels.



Revenues net of royalties in the Report Period amounted to approx. $277.5
million compared with approx. $337.8 million in the same period last year, a
decrease of approx. 18%. The decrease in revenues derives primarily from the
disposition of the Partnership’s interests in the Tamar reservoir and from an
increase in the rate of the overriding royalty, as aforesaid, which was partially
offset against an increase in the quantity of gas sold from the Tamar reservoir.

The revenues net of royalties for Q3/2018 amounted to approx. $99.5 million
compared with approx. $91.7 million in the same period last year, an increase
of approx. 8%, which derives primarily from the increase in the quantity of
gas sold from the Tamar reservoir which was, conversely, partially offset
against the increase in the rate of overriding royalties as aforesaid.

The cost of production of gas and condensate mainly includes management
and operating expenses of the Tamar Project which include, inter alia,
expenses of haulage and transport, salaries, consulting, maintenance and
insurance. The cost of production of gas and condensate in the Report Period
amounted to approx. $22.6 million, compared with approx. $27.3 million in
the same period last year. The decrease in the production cost mainly derives
from the disposition of some of the Partnership’s interests in the Tamar
reservoir.

The cost of production of gas for Q3/2018 amounted to approx. $6.7 million,
compared with approx. $7.1 million in the same period last year.

Depreciation, depletion and amortization expenses in the Report Period
amounted to approx. $34.5 million compared with approx. $81.5 million in the
same period last year. The depreciation expenses during the period include
depletion depreciation in the Tamar and Yam Tethys projects. The main
decrease in expenses compared with the same period last year derives, inter
alia, from depreciation of the cost of the Dolphin well in the Hanna License
and from an update of petroleum and gas asset retirement obligations in the
sum total of approx. $40 million, and in the Report Period from the decrease
from the disposition of some of the Partnership’s interests in the Tamar
reservoir.

Depreciation, depletion and amortization expenses in Q3/2018 amounted to
approx. $13 million compared with approx. $25 million in the same period last
year. The decrease in the said expenses derives primarily from an update of
petroleum and gas asset retirement obligations which was recorded in the
same period last year.

Oil and gas exploration expenses in the Report Period amounted to approx.
$6.3 million, compared with approx. $5.4 million in the same period last year.
These include, inter alia, fee expenses of geologists, engineers, consulting and
G&A expenses of the operator of the Leviathan project. The increase derives
primarily from an increase in the scope of the operations in the Leviathan
project.



G&A expenses in the Report Period amounted to approx. $7.6 million,
compared with approx. $8.4 million in the same period last year, and include,
inter alia, expenses for professional services, payroll expenses and the General
Partner’s management fees. Furthermore, G&A expenses include expenses in
the amount of approx. $1.5 million (in the same period last year: approx. $2.1
million), which were recorded against a capital reserve for transactions
between a corporation and a controlling interest holder thereof and which
mainly derive from costs that are financed by the General Partner (including
the cost of compensation for the CEO of the General Partner), which
according to the Partnership Agreement, are not borne by the Partnership.

G&A expenses in Q3/2018 amounted to approx. $2.3 million compared with
approx. $3.5 million in the same period last year. The decrease primarily
derives from a decrease in the expenses recorded against a capital reserve for
transactions between a corporation and its control holder as aforesaid.

Other income (expenses) in the sum of approx. $0.5 million (expense)
derives primarily from the update of other long-term assets. In the same period
last year, other income was recorded in the sum of approx. $567 million which
derived from the sale of 9.25% of the Partnership’s interests in the Tamar and
Dalit leases.

Partnership's share of earnings of company accounted for at equity, net
amounted to a profit of approx. $5.4 million which derived from the
Partnership’s share in the results of Tamar Petroleum Ltd. in the Report Period
and the effect of the decrease in the holding rate, as provided in Note 4D to the
financial statements attached below.

Partnership’s share of earnings of company accounted for at equity, net for
Q3/2018 amounted to approx. $6.4 million, compared with approx. $5.5
million in the same period last year. The increase in profit derives primarily
from the increase in revenues from the sale of natural gas and condensate in
the Tamar lease.

Financial expenses in the Report Period amounted to approx. $45 million,
compared with approx. $55.5 million in the same period last year. Most of the
financial expenses derived from interest in respect of bonds issued by the
Partnership, out of which the Partnership capitalized financial expenses in the
amount of approx. $21 million, which were attributed to the development of
the Leviathan project. In addition, in the Report Period, the Partnership
capitalized direct credit costs in the sum of approx. $52 million in respect of
the Leviathan project, which derived from a designated loan for financing the
share of the Partnership in the development of the Leviathan project.

The decrease in financial expenses in the Report Period compared with the
same period last year derives primarily from the repayment of 20% of the
bonds of Tamar Bond in July 2017 in the context of the exercise of the
Partnership’s rights in the Tamar and Dalit leases.

Financial expenses in Q3/2018 amounted to approx. $13.9 million, compared
with approx. $17.9 million in the same period last year. The decrease derives
primarily from the reason specified above.

5



Financial income in the Report Period amounted to approx. $62.3 million,
compared with approx. $25.6 million in the same period last year. The
increase in the financial income mainly derives from an update of future-
production-based royalties from the Karish and Tanin leases and annual
payments receivable that derived from the sale of all of the Partnership’s
interests in the Karish and Tanin leases, in the sum of approx. $53.8 million.
Such update mainly derives from a change in the cap rates, bringing forward
of the date of the investment decision on the development of the leases,
updating of contingent resources and hydrocarbon liquids (condensate and
natural gas liquids) and a production rate forecast. For details see Note 4E to
the attached financial statements, Annexes B and C to the board of directors’
report and the attached Royalties and Debt Component valuations.

Financial income in Q3/2018 amounted to approx. $7.6 million similarly to
the same period last year.

Petroleum and gas profit levy in the Report Period amounted to an expense
of approx. $2.6, compared with the sum of $3.3 million in the same period last
year. The amount of the levy in the Report Period is comprised of a levy for
the Partnership’s revenues from the Yam Tethys project.

3. Financial position, liquidity and financing sources

A. Financial position

Below is a specification of the main changes in the condensed interim
statement of financial position as of September 30, 2018, compared with the
statement of financial position as of December 31, 2017:

Total condensed statement of financial position as of September 30, 2018
amounts to approx. $3,538 million compared with approx. $3,056 million as
of December 31, 2017.

Current assets of the Partnership as of September 30, 2018 amounts to
approx. $488 million compared with approx. $511 million as of December 31,
2017, as specified below:

1) Cash and cash equivalents as of September 30, 2018 total approx. $120
million, compared with approx. $155 million as of December 31, 2017.
The decrease derives primarily from the distribution of profits to the
participation unit holders, payment of tax advances which were paid for
the holders of participation units, net conversely, surplus monies were
received which the Partnership withdrew from the accounts of Tamar
Bond, from monies the Partnership received in connection with the sale of
the Karish and Tanin leases as well as a dividend from a company
accounted for at equity.

2) Short-term investments as of September 30, 2018 total approx. $216
million, compared with approx. $279 million as of December 31, 2017,
and include, inter alia, corporate bonds, short-term deposits, deposits
serving as a safety cushion for bonds, and ETFs. The decrease in short-
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3)

4)

term investments derived primarily from repayment of a safety cushion for
the bonds of the Tamar Bond which were prepaid, as stated in Section C
below.

Trade receivables as of September 30, 2018 total approx. $57 million,
compared with approx. $47 million as of December 31, 2017. The increase
in trade receivables derives primarily from an increase in the sales of
September 2018 compared to the sales of December 2017.

Other receivables as of September 30, 2018 total approx. $95 million,
compared with approx. $31 million as of December 31, 2017. The increase
derives primarily from the increase in the balances of the operator of the
joint ventures, in respect of receivables in relation to the sale of Karish and
Tanin leases in the sum of approx. $15 million and a dividend due from a
company accounted for at equity in the sum of approx. $9 million.

Non-current assets of the Partnership as of September 30, 2018 amount to
approx. $3,050 million compared with approx. $2,544 million on December
31, 2017, as specified below:

1)

2)

3)

Investments in petroleum and gas assets as of September 30, 2018 total
approx. $2,618 million compared with approx. $2,024 million as of
December 31, 2017. The increase mainly derives from investments for the
development of the Leviathan project in the sum of approx. $626 million.
On the other hand, the Partnership recorded depreciation depletion and
amortization expenses in respect of the Tamar and Yam Tethys projects in
the sum of approx. $35 million.

Investment in a company accounted for at equity as of September 30,
2018 includes an investment in shares of Tamar Petroleum Ltd. in the sum
of approx. $119 million compared with an investment of approx. $130
million as of December 31, 2017. The movement in the investment in the
Report Period derived from the Partnership’s share in the earnings of the
company accounted for at equity in the sum of approx. $14 million, net of
a dividend that was received and declared dividend in the sum total of
approx. $16 million and net of a loss of approx. $9 million which derived
from dilution of the Partnership’s holdings in the company accounted for
at equity as stated in Note 4D to the financial statements attached below.

Other long-term assets as of September 30, 2018 totaled approx. $313
million, compared with approx. $289 million as of December 31, 2017.
The assets mainly include amounts receivable in respect of the sale of the
Karish and Tanin leases in the sum of approx. $195 million, other
receivables in respect of the construction of infrastructures for the export
of gas in the sum of approx. $48 million, and advance payments on
account of royalties paid to the State, to related parties and to third parties
in the sum of approx. $36 million (see Note 15 to the annual financial
statements).



4) Long-term deposits in banks as of December 31, 2017 in the sum of
approx. $101 million and which served as a safety cushion for the bonds of
Tamar Bond, were repaid in the Report Period in full in the framework of
the prepayment of the second bond series of Tamar Bond, as specified in
Part Four below.

Current liabilities as of September 30, 2018 amount to approx. $165 million
compared with approx. $502 million as of December 31, 2017. The balance as
of December 31, 2017 included earnings which were declared and distributed
in the Report Period in the sum of approx. $60 million as well as current
maturity of the bonds of Tamar Bond Series 2018 which was prepaid on
August 31, 2018.

Trade and other payables as of September 30, 2018 amounted to approx.
$165 million compared with approx. $122 million as of December 31, 2017.
The increase mainly derives from a rise in the other payables item in the
framework of the joint venture at the Leviathan project as well as from interest
payable with respect to bonds and a loan from banks.

Non-current liabilities as of September 30, 2018 amount to approx. $2,529
million compared with approx. $1,935 million as of December 31, 2017, as
specified below:

1) Bonds — As of September 30, 2018 in the sum of approx. $1,347 million
consist of Series A Bonds in the sum of approx. $395 million (net of issue
expenses) (see Paragraph B below) and bonds of Tamar Bond in the sum
of approx. $952 million (net of issue expenses) (see Part Four below).

2) Long-term liabilities to banks as of September 30, 2018 include a loan in
the sum of approx. $1,062 million (net of raising fees), taken by the
Partnership in relation to the financing of the Leviathan project (as stated
in Note 10C to the annual financial statements).

3) Other long-term liabilities as of September 30, 2018 total approx. $120
million, compared with approx. $122 million, as of December 31, 2017,
and include mainly gas and petroleum asset retirement obligations in the
Yam Tethys, Tamar and Leviathan projects in the sum of approx. $96
million and liabilities of taxes in the sum of approx. $24 million payable
on account of the holders of the Partnership’s participation units in relation
to the sale of 9.25% of the Partnership’s interests in the Tamar and Dalit
leases.

The capital of the limited partnership as of September 30, 2018 totals
approx. $844 million compared with approx. $619 million as of December 31,
2017. The increase in capital mainly derives from the profit for the period in
the sum of approx. $226 million. See Note 2C to the financial statements
attached below with respect to the classification of opening balances as
retained earnings following the entry into effect of accounting standard IFRS9.



B. Cash flow

Cash flows generated by the Partnership from operating activities amounted in
the Report Period to approx. $188 million, compared with approx. $279
million in the same period last year. The decrease chiefly resulted from the
decrease in the operating profit due to the exercise of some of the
Partnership’s rights in the Tamar reservoir and from the decrease in trade and
other payables.

Cash flows used for investment activities amounted in the Report Period to
approx. $438 million, compared with cash flows generated from investment
activities in the sum of approx. $395 million in the same period last year. The
cash flows generated in the same period last year included proceeds of the sale
of petroleum and gas assets in the sum of approx. $830 million. In the Report
Period, the Partnership invested approx. $570 million compared with approx.
$303 million in the same period last year, mainly in the Leviathan project.

Cash flows generated from financing activities in the Report Period total
approx. $215 million, compared with approx. $1,022 million used for
financing activities in the same period last year. The cash flows used for
financing activities in the same period last year mainly included a distribution
of profits in the sum of approx. $781 million as well as repayment of the
bonds of Tamar Bond for the sale of its holdings in the Tamar and Dalit leases
as specified above. Cash flows for the financing activities in the Report Period
mainly derived from the receipt of a loan from banks for the financing of the
development of the Leviathan project in the sum of approx. $600 million, and
conversely, the Partnership distributed profits declared in December 2017 in
the sum of approx. $61 million, and also prepaid the bonds of Tamar Bond
2018 in the sum of approx. $320 million.

C. Einancing

On August 31, 2018, Delek & Avner (Tamar Bond) Ltd. prepaid the second
bond series of Tamar Bond, in lieu of the original maturity date of December
30, 2018. The amount of the prepayment included the bonds’ principal in the
sum of $320 million, interest accrued as of the prepayment date in the sum of
approx. $2.1 million and prepayment fees of approx. $1.3 million.

D. Profit distributions

On January 18, 2018, the Partnership distributed approx. ILS 209.3 million
(ILS 0.1783416 per participation unit), in accordance with the approval by the
board of directors of the General Partner and the trustee on December 21,
2017.



Part Two — Exposure to and Management of Market Risks

Over the course of the reported period, no change occurred in the areas of the
Partnership’s exposure or in the market risks, as reported in the board of directors’
report for 2017, except as stated below:

1. Report on linkage

bases in Dollars in thousands, as of

September 30, 2018

Assets

Cash and cash equivalents
Short-term investments
Trade receivables

Other receivables

Investments in gas and petroleum
assets

Investment in company accounted
for at equity

Other long-term assets

Total assets

Liabilities

Trade and other payables
Bonds

Long-term liabilities to banks
Other long-term liabilities

Total liabilities
Total net balance sheet balance

Financial Balances

In Dollars In Non- Non-
or Dollar- Linked Financial
Linked ILS Balances Total
98,910 21,201 - 120,111
215,985 188 - 216,173
56,596 - - 56,596
89,482 - 5,653 95,135
- - 2,618,188 2,618,188
- - 119,089 119,089
207,452 - 105,368 312,820
668,425 21,389 2,848,298 3,538,112
149,846 72 15,151 165,069
1,346,761 - - 1,346,761
1,062,479 - - 1,062,479
- - 119,975 119,975
2,559,086 72 135,126 2,694,284
(1,890,661) 21,317 2,713,172 843,828
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Report on linkage bases in Dollars in thousands, as

December 31, 2017

Assets

Cash and cash equivalents
Short-term investments and
deposits

Trade receivables

Other receivables
Investments in gas and petroleum
assets

Long-term deposits
Investment in a company
accounted for at equity

Other long-term assets

Total assets

Liabilities

Trade and other payables
Declared profits for distribution
Bonds

Long-term liabilities to banks
Other long-term liabilities
Total liabilities

Net asset balance

of
Financial Balances
In Dollars In Non- Non-
or Dollar- Linked Financial
Linked ILS Balances Total

140,842 13,993 - 154,835
278,632 194 - 278,826
46,506 - - 46,506
29,462 - 1,416 30,878
- - 2,023,671 2,023,671
101,482 - - 101,482
- - 129,833 129,833
179,885 - 109,587 289,472
776,809 14,187 2,264,507 3,055,503
96,344 62 25,823 122,355
- - 60,381 60,381
1,663,740 - - 1,663,740
468,967 - - 468,967
- - 121,582 121,582
2,229,177 62 207,786 2,437,025
(1,452,368) 14,125 2,056,721 618,478
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Sensitivity tests

In accordance with Amendment of Y/5767 to the provisions of the Second
Schedule to the Securities Regulations (Immediate and Periodic Reports)
5730-1970, the Partnership performed tests of sensitivity to changes in risk
factors affecting the fair value of “sensitive instruments”.

Sensitivity analysis of the value of contingent proceeds in connection with
royalties and receivables in connection with the debt component from the
sale of the Karish and Tanin leases to changes in the cap rate ($ in

thousands):

Profit/(Loss) from . Profit/(Loss) from
Sensitive instrument Changes \I/:a?llure Changes
2% 1% 1% 2%

Receivables in connection
with a final investment
decision for the development
of the Karish and Tanin (5,954) (3,065) 89,900 3,255 6,714
leases
Contingent proceeds in
connection with royalties (16,161) (8,492) | 120,100 9,428 19,928
based on future production
Total (21,115) | (11,557) | 210,000 12,683 26,642

Sensitivity analysis of the value of contingent proceeds in connection with
royalties from the sale of the Karish and Tanin leases to changes in the
natural gas price ($ in thousands):

Profit/(Loss) from Profit/(Loss) from
Sensitive instrument Changes Fair Value Changes
10% 5% -5% -10%
Contingent proceeds in
connection with
royalties based on future 5,126 1,330 120,100 (3,141) (4,707)
production

Tests of sensitivity to changes in the Dollar/ILS exchange rate ($ in

thousands):

Profit/(Loss) from Fair Profit/(Loss) from
L Changes Changes
Sensitive instrument 10% ™ Value 5, 0%
3.990 3.808 3.627 3.446 3.264
Cash and cash equivalents (2,120) (1,060) 21,201 1,060 2,120
Bank deposits (18) 9 188 9 18
Trade and other Payables 8 4 (72) 4) (8)
Total (2,130) (1,065) 21,317 1,065 2,130
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Tests of sensitivity to changes in the LIBOR curve ($ in thousands):

Profit/(Loss) from Profit/(Loss) from
Dollar Interest Changes Fair Value Changes
10% 5% -5% -10%
Foreign bonds (463) (231) 79,608 231 463
Liabilities to banks (7,801) (3,895) | (1,156,930) 3,883 7,755
Total (8,264) (4,126) | (1,077,322) 4,114 8,218

Tests of sensitivity to changes in the commodity prices and marketable
securities ($ in thousands):

Profit/(loss) from the Profit/(loss) from
Sensitive instrument changes Fair value the changes
10% 5% -5% -10%
ETEs 2,449 1,225 24,494 (1,225) | (2.449)
Structured deposits 1,170 357 24,794 (2) 4)
Total 3,619 1,582 49,228 (1,227) | (2.453)
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Part Three — Disclosure in connection with the
Corporation’s Financial Reporting

1. Subsequent events

For material events after the date of the condensed statement of financial position,
see Note 6 to the financial statements as of September 30, 2018, which are
attached below.

2. Critical accounting estimates

No material change occurred in the Report Period compared with the reports for
2017, except as stated in Note 2 to the financial statements in relation to the first-
time application of new accounting standards.
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Part Four — Details of bonds issued by Delek & Avner (Tamar Bond) Ltd.? (in Dollars in thousands)
and the issue of bonds by the Partnership (in ILS in thousands)

Bond Series® ° 2020 2023 2025

Par value on issue date 400,000 400,000 400,000
Issue date May 19, 2014 May 19, 2014 May 19, 2014
Par value as of September 30, 2018 320,000 320,000 320,000
Linked par value as of September 30, 2018 320,000 320,000 320,000
Value in the Partnership’s books as of September 30, 2018 318,696 316,955 315,793
Market cap as of September 30, 2018° 322,267 322,352 322,710
Fixed annual interest rate 4.435% 5.082% 5.412%

Principal payment date

December 30, 2020

December 30, 2023

December 30, 2025

Interest payment dates

Semiannual interest payable on
every June 30" and every
December 30" as of the date of the
issue in 2014-2020

Semiannual interest payable on
every June 30" and every
December 30" as of the date of the
issue in 2014-2023

Semiannual interest payable on
every June 30" and every
December 30" as of the date of
the issue in 2014-2025

Linkage base: base index’

None

Conversion right

None

Right to prepayment or mandatory conversion®

Right to prepayment

Guarantee for payment of the liability

See Note 10B to the annual financial statements

Name of the trustee

HSBC BANK USA, NATIONAL ASSOCIATION

Name of responsible person at the trust company

Susie Mox

3 A company wholly owned by the Partnership (the “Bond Company”).

4 $80 million were repaid in each one of the series as part of the sale of 9.25% (out of 100%) of the Partnership’s interests in the Tamar lease.

5 On August 31, 2018, the Partnership prepaid the Series 2018 Bonds.
6 The bonds are traded in Israel on “TACT-Institutional” on TASE.

7 The principal and interest of the bonds are in dollars.

8 The Partnership is entitled to prepay the loan, in whole or in part, at any time, subject to a prepayment fee. Prepayment following certain events set forth in the bonds may

be effected without a prepayment fee.
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Trustee’s address and e-mail HSBC Bank USA, National Association, as TRUSTEE
452 5th Avenue, 8E6
New York, NY 10018

CTLANY DealManagement@us.hshc.com

Rating as of the issuance date® Moody's: Baa3
S&P: BBB-
Midroog Ltd: Aa2
Standard & Poor’s Maalot: ilAA

Rating as of the report date® Moody's: Baa3
S&P: BBB
Midroog Ltd: Aa2
Standard & Poor’s Maalot: il1AA

Has the company fulfilled, until September 30, 2018 and in Yes
the three months ending on such date, all of the conditions
and obligations under the indenture

Have any conditions establishing cause for acceleration of No
the bonds been met
Pledges to secure the bonds See Note 10B to the annual financial statements.

9 See the Partnership's immediate reports of May 29, 2014 (Ref. No. 2014-01-077676), June 8, 2014 (Ref. No: 2014-01-084870) and June 17, 2014 (Ref. No. 2014-01-
093135, 2014-01-093132), the information included in which is incorporated herein by reference.

10 See the Partnership’s immediate reports of November 10, 2016 (Ref. No.: 2016-01-075579, 2016-01-075573 and 2016-01075867), January 12, 2017 (Ref. No. 2017-01-
004888), June 7, 2017 (Ref. No.: 2017-01-048025), July 12, 2017 (Ref. No.: 2017-01-059785), July 17, 2017 (Ref. No.: 2017-01-061405), July 26, 2017 (Ref. No.: 2017-01-
064804 and 2017-01-064525), October 19, 2017 (Ref. No.: 2017-01-100425, 2017-01-100419), January 10, 2018 (Ref. No.: 2018-01-003618), July 19, 2018 (Ref. No.: 2018-
01-069049 and 2018-01-069037) and November 15, 2018 (Ref. No.: 2018-01-103804), the information in which is incorporated herein by reference.
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Bonds

Par value on issue date in ILS in thousands

Issue date

Par value as of September 30, 2018 in ILS in thousands

Linked par value as of September 30, 2018 in ILS in thousands

Value in the Partnership’s books as of September 30, 2018 in
ILS in thousands

Market cap as September 30, 2018 in ILS in thousands
Fixed annual interest rate

Principal payment date

Interest payment dates

Linkage base: base index

Conversion right
Right to prepayment or mandatory conversion®*
Guarantee for payment of the liability

Name of the trustee
Name of person in charge at the trust company
Trustee’s address and e-mail

Rating as of the issue date
Rating as of the report date*?

Has the company fulfilled, by September 30, 2018 and in the
three months ending on such date, all of the conditions and
obligations under the indenture

Have any conditions establishing cause for acceleration of the
bonds been fulfilled

Pledges to secure the bonds

The Partnership’s financial equity as of September 30, 2018,
as defined in the indenture!®

The financial equity to debt ratio as of September 30, 2018, as
defined in the indenture'®

Series A

1,528,533
December 26, 2016
1,528,533
1,451,686
1,458,003

1,454,246
4.5%
December 31, 2021

Semiannual interest payable on every June
30th and every December 31st from the date
of the issue in 2017-2021

The bond is stated in ILS. The principal and
interest are linked to a dollar rate of 3.819

None
Right to prepayment

See Note 10D to the annual financial
statements.

Reznik Paz Nevo Trusts Ltd.
Adv. Michal Avtalion-Rishony

14 Yad Harutzim St., Tel Aviv,
michal@rpn.co.il

Al stable
Al stable
Yes

No
See Note 10D to the annual financial
statements.

$4,153 thousand

Approx. 10

1 The Partnership has the right to prepay the bonds at any time, in whole or in part, all in accordance

with the terms and conditions of the indenture.

12 See the Partnership’s immediate reports of December 22, 2016 (Ref. No.: 2016-01-090873), May 18,
2017 (Ref. No.: 2017-01-042106) and December 25, 2017 (Ref. No.: 2017-01-119985), the
information in which is incorporated herein by reference.

13 In accordance with the Partnership’s undertaking on the date of the issue of the bonds — for further

details, see Note 10D to the Periodic Report.
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Additional information

The board of directors of the General Partner expresses its appreciation of the
management of the General Partner of the Partnership, the officers and the entire team
of employees for their dedicated work and their significant contribution to the
promotion of the Partnership’s business.

Sincerely,

Gabi Last Yossi Abu
Director CEO
(In lieu of Chairman of the Board of Directors)

Delek Drilling Management (1993) Ltd.
On behalf of: Delek Drilling — Limited Partnership
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Annex A to the Board of Directors’ Report
Figures regarding Delek Avner (Tamar Bond) Ltd.
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Further to Note 10B to the financial statements for 2017 and to the provisions of Part
Four of the Board of Director’s Report and following a tax ruling received by the
Partnership immediately prior to the bond issuance, below are financial figures which
will be disclosed to the holders of bonds of Delek & Avner (Tamar Bond) Ltd.

Statements of Financial Position (Expressed in US$ Thousands)

30.9.2018 30.9.2017 31.12.2017
Unaudited Unaudited Audited
Assets:
Current Assets:
Short term Bank
deposits 32,824 125,677 94,127
Interest receivable 11,943 15,014 -
Related parties 67,176 - -
Loans to
Shareholders - - 320,000
111,943 140,691 414,127
Noncurrent Assets:
Loans to shareholders 958,807 1,280,000 960,000
Long term bank
deposits - 100,661 101,482
958,807 1,380,661 1,061,482
1,070,750 1,521,352 1,475,609
Liabilities and
Equity:
Current Liabilities:
payable Interest 11,943 15,014 -
Bonds - - 320,000
Related parties - 126,338 95,609
11,943 141,352 415,609
Noncurrent
Liabilities:
Bonds 960,000 1,280,000 960,000
Loans from
shareholders 100,000 100,000 100,000
1,060,000 1,380,000 1,060,000
Equity (1,193)** * *
1,070,750 1,521,352 1,475,609

* Less than $1,000.

** The deficit stems from the initial implementation of IFRS 9, approx. 403 thousand
USD$ (Income) for the current period and approx. 1,596 USD$ (Expense) for past
periods.
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Statements of Comprehensive Income (Expressed in US$ Thousands)

For the For the For the For the
Nine Nine Three Three For the
Month Month Month Month Year
Ended Ended Ended Ended Ended
30.09.2018 30.09.2017 30.09.2018 30.09.2017 31.12.2017
Unaudited Unaudited Unaudited Unaudited Audited
Financial expenses 48,167 54,629 17,490 16,621 (70,584)
Financial income (48,570) (54,629) (17,682) (16,621) 70,584
(403) - (192) - -
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SPONSOR FINANCIAL DATA REPORT*

Cash flow for the period from July 1, 2018 — September 30, 2018

ltem Quantity/Actual Amount (In thousands)

Total Offtake (BCM) (100%)* 2.8
B. Tamar Revenues (100%)" 551,385

Loss Proceeds, if any, paid to Revenue

Accounts -
D. Sponsor Deposits, if any, into Revenue

Accounts -
E. Gross Revenues (before Royalties) 118,226

Overriding Royalties

(a) Statutory Royalties (14,266)

(b) Third Party Royalties (11,605)
G. Net Revenues 92,355
H. Costs and Expenses:

(a) Fees Under the Financing Documents —

Interest Income 489

(b) Taxes -

(c) Operation and Maintenance Expenses (6,505)

(d) Capital Expenditures (1,743)

(e) Payments under the Tamar FUA -

(f) Insurance (3,813)
l. Total Costs and Expenses (sum of Items

H(a), (b), (c), (d), (e) and (f)) (11,572)
J. Total Cash Flows Available for Debt

Service (Item G minus Item H) 80,783
K. Total Debt Service!® 323,420

14 The aforesaid report is delivered to the trustee for the bonds on a quarterly and annual basis and
represents the cash flow deriving for the Partnership from the Tamar project relative to the amounts

required for the debt service in such period.

15 Sections A and B are based on 100% of Tamar partners.

16 Includes early prepayment of the 2018 bonds.




Annex B to the Board of Directors’ Report

Summary of Data on the Valuation of Royalties from
the Karish and Tanin Leases
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Following are details of a highly material valuation with respect to the profit from the
revaluation of royalties from the sale of the Partnership’s interests in the Karish and
Tanin leases (for further details, see Note 4E to the condensed interim financial
statements and the valuation attached below):

Identification of the object of the
valuation:

Royalties in respect of the sale of all of the
interests in the Karish and Tanin leases.

Timing of the valuation:

September 30, 2018.

Value of the object of the valuation
shortly before the date of the valuation,
if GAAP, including depreciation and
amortization, did not warrant a change
in its value according to the valuation:

Not applicable.

Value of the object of the valuation
determined according to the valuation:

A sum of approx. U.S. $120.1 million,
which is included under other long-term
assets of the Partnership.

Identification of the valuator and his/its
characteristics, including education,
experience in the preparation of
valuations for accounting purposes in
reporting corporations and in scopes
similar to or exceeding those of the
reported valuation, and dependence on
the party commissioning the valuation,
including reference to indemnification
agreements with the valuator:

GSE Financial Advisory Ltd. is a
subsidiary of Giza Singer Even Ltd.
(jointly: the “Valuator”), which is a
leading financial consulting and
investment banking firm in Israel. The firm
has vast experience in supporting the
largest companies, the most prominent
privatizations and the most important
transactions in the Israeli market, which
experience was gained thereby over the
course of its thirty years of activity. Giza
Singer Even is active in three segments,
through autonomous and independent
business divisions: economic consulting;
investment banking; analytical research
and corporate governance.

The work was performed by a team headed
by CPA Eitan Cohen, partner and Head of
the Economic Department at Giza Singer
Even, who has more than ten years of
experience in economic and business
consulting, company valuations and
financial instruments. Eitan is an
accountant holding a B.A. in Economics
and Business Administration from the Ben
Gurion University and an M.A. in
Financial Mathematics from the Bar Ilan
University.

The Valuator has no personal interest in
and/or dependence on the Partnership
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and/or the General Partner of the
Partnership, other than the fact that it
received a fee for the valuation.
Furthermore, the Valuator has confirmed
that its fee is not contingent on the results
of the valuation.

The valuation model applied by the
Valuator:

Discounting expected cash flows while
adjusting the discount rates to the risks
entailed by the cash flow forecasts.

The assumptions based on which the
Valuator prepared the valuation
according to the valuation model:

The key assumptions underlying the
valuation are as follows:

1. Dates of production of gas from the
Karish reservoir: January 1, 2022 to
September 30, 2033;

2. Annual production rate from the
Karish reservoir: approx. 3.8 BCM
of natural gas; condensate
production rated from the Karish
reservoir according to a ratio of
approx. 18.0 condensate barrels per
1 mmcf of natural gas produced
from the reservoir;

3. Dates of production of gas from the
Tanin reservoir: July 1, 2033 to
March 31, 2039;

4. Annual production rate from the
Tanin reservoir: approx. 3.8 BCM
of natural gas; condensate
production rated from the Tanin
reservoir according to a ratio of
approx. 5.3 condensate barrels per
1 mmcf of natural gas produced
from the reservoir;

5. Royalty component discount rate:
11%;

6. Effective royalty rate to be paid to
the State for the gas and the
condensate: 11.5%;

7. Gas price formula: The basic price
in the contracts according to which
the valuation was prepared was
estimated based on the formula
specified in the price mechanism
between Energean and ICL and
ORL and between Energean and
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10.

OPC;

Condensate price: The condensate
price forecast was estimated based
on the long-term oil price forecast
average of the World Bank'” and
the EIA™® and based on the
assumption that the condensate
price will derive from the Brent
price with adjustments to oil
quality differences;

Petroleum profit levy: According to
the Petroleum Profit Taxation Law,
5771-2011;

Corporate tax rate: 23%, according
to the statutory tax rate throughout
the years of the forecast.

17 A world Bank Quarterly Report: Commodity Markets Outlook, April 2018.
18 U.S Energy Information Administration: Annual Energy Outlook 2018.
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Annex C to the Board of Directors’ Report

Summary of Data on the Valuation of the Debt
Component in relation to a Final Investment Decision
in the Tanin and Karish Leases
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Following are details of a highly material valuation with respect to the revaluation of
the debt component in relation to a final investment decision in the Karish and Tanin
leases (for further details, see Note 4E to the condensed interim financial statements
and Annex B of the valuation attached below):

Identification of the object of the
valuation:

The debt component in respect of the sale
of all of the interests in the Karish and
Tanin leases.

Timing of the valuation:

September 30, 2018.

Value of the object of the valuation
shortly before the date of the valuation,
if GAAP, including depreciation and
amortization, did not warrant a change
in its value according to the valuation:

Not applicable.

Value of the object of the valuation
determined according to the valuation:

A sum of approx. U.S. $89.9 million,
which is included under current assets and
other long-term assets of the Partnership.

Identification of the valuator and his/its
characteristics, including education,
experience in the preparation of
valuations for accounting purposes in
reporting corporations and in scopes
similar to or exceeding those of the
reported valuation, and dependence on
the party commissioning the valuation,
including reference to indemnification
agreements with the valuator:

GSE Financial Advisory Ltd. is a
subsidiary of Giza Singer Even Ltd.
(jointly: the “Valuator”), which is a
leading financial consulting and
investment banking firm in Israel. The firm
has vast experience in supporting the
largest companies, the most prominent
privatizations and the most important
transactions in the Israeli market, which
experience was gained thereby over the
course of its thirty years of activity. Giza
Singer Even is active in three segments,
through autonomous and independent
business divisions: economic consulting;
investment banking; analytical research
and corporate governance.

The work was performed by a team headed
by CPA Eitan Cohen, partner and Head of
the Economic Department at Giza Singer
Even, who has more than ten years of
experience in economic and business
consulting, company valuations and
financial instruments. Eitan is an
accountant holding a B.A. in Economics
and Business Administration from the Ben
Gurion University and an M.A. in
Financial Mathematics from the Bar Ilan
University.
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The Valuator has no personal interest in
and/or dependence on the Partnership
and/or the General Partner of the
Partnership, other than the fact that it
received a fee for the valuation.
Furthermore, the Valuator has confirmed
that its fee is not contingent on the results
of the valuation.

The valuation model applied by the
Valuator:

Discounting expected cash flows while
adjusting the discount rates to the risks
entailed by the cash flow forecasts.

The assumptions based on which the
Valuator prepared the valuation
according to the valuation model:

The key assumption underlying the
valuation are as follows:

Debt component discount rate: 7.5%.
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