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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
the event of any discrepancy, the Hebrew version shall prevail.

Update to Chapter A (Description of the Partnership’s Business)
of 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

With respect to the notice of the Partnership and Delek Group Ltd. (the “Delek
Group”) of April 12, 2018, according to which the condition for effecting a full
exchange tender offer which Delek Group sought to carry out for the shares of Delek
Energy Systems Ltd., (“Delek Energy”) see the Partnership’s immediate report of
April 12, 2018 (ref. no.: 2018-01-030633), the details appearing in which are hereby
included by way of reference.

2. Sections 4.3.5 and 4.3.6 of the Periodic Report — Motion 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 “Motion”)

On April 17, 2018, the Supreme Court ruled that the appeal filed by the general
partner of the Partnership on December 31, 2017 with the Supreme Court from the
judgment of the District Court in a motion of November 1, 2017 and the appeal filed
with the Supreme Court in re Isramco Negev 2, will be scheduled for a hearing on the
same date and before the same tribunal. On May 2, 2018, the Supreme Court ordered
that the general partner is required to file its summations by June 24, 2018; the
respondents are required to file their summations by October 24, 2018; and the
general partner is entitled to file responding summations by December 17, 2018. In
addition, a hearing was scheduled for completion of oral argumentation for March 18,
20109.

In this context it is noted that on May 8, 2018, the supervisor filed a motion with the
Tel Aviv District Court for instructions, in which the court was moved to order the
general partner, inter alia, to bear the supervisor’s expenses in the framework of the
motion and in the framework of the appeal that was filed as aforesaid. The general
partner intends to file a response that will specify its objection to the said motion.

! The update includes material changes or innovations which occurred in the Partnership’s business from the
date of release of the periodic report for 2017 which was published on March 21, 2018 (ref. no.: 2018-01-
022209) (the “Periodic Report™) until shortly before the date of this report on any matter that must be
described in the Periodic Report. The update relates to the section numbers in Chapter A (Description of the
Partnership’s Business) of the Periodic Report.



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

As of the date of this Report, the Ensco DS-7 rig has completed the drilling of the
bottom part of the Leviathan-3 well to its final depth and is currently drilling the
bottom part of the Leviathan-7 well to its final depth. Thereafter, the drilling rig will
carry out a completion of the production wells at the Leviathan project.

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

On April 15, 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 validity of the Roy
License until July 14, 2018 subject to the changing 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 in the Roy License, the following actions are
required to be performed:

e By July 1, 2018 — signing of a contract with a drilling contractor and delivery thereof to
the Commissioner.

e By January 15, 2019 — commencement of drilling in the area of the Roy License.

e Three months from completion of the drilling — submission of a summary report of the
results of the well.

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, and is based on public reports of Ratio only. Actual
performance of the work plan, including the timetables, may be materially different
than as specified above and is contingent, inter alia, on the applicable regulation, on
technical ability and on economic merit.

Section 7.11.4(b) of the Periodic Report — Agreements for the Sale of Natural
Gas from the Leviathan Project

With respect to fulfillment of all of the conditions precedent in the agreement for the
supply of natural gas between the Leviathan partners and 1.P.M. Beer Tuvia Ltd., see
the Partnership’s immediate report of May 9, 2018 (ref. no.: 2018-01-036747), the
details appearing in which are hereby included by way of reference.

Section 7.20 of the Periodic Report — Financing

a. Following the provisions of Section 7.20.1(a) of the Periodic Report regarding
financing documents which were executed on February 20, 2017 (as amended on
May 9, 2017 and August 24, 2017) between the Partnership and a consortium of



local and foreign finance providers headed by HSBC Bank Plc. and J.P. Morgan
Limited whereby the Partnership shall be provided with a limited recourse loan in
the sum of up to approx. $1.75 million (hereinafter in this Section the “Financing
Agreement” and the “Loan”, respectively), for the purpose of financing its share
in the balance of the investment in the development of the Leviathan project, Note
that on March 29, 2018, all of the preliminary conditions for the withdrawal of
money out of the second facility were fulfilled, according to the conditions for
providing the loan facilities.

b. Following Section 7.20.2(a) of the Periodic Report, it is noted that the Partnership
met the financial covenants to which it had committed within the issuance of the
bonds to the public as specified in Section 7.20.1(e) of the Periodic Report, as
specified below:

Financial covenant The ratio checked
as of March 31, 2018
and as of the report date

The economic capital of the Approx. $4,441 million
Partnership

The economic capital to debt ratio Approx. 11
Distribution -

c. Following Section 7.20.2(b) of the Periodic Report, it is noted that the Partnership
met the financial covenants to which it committed within the Financing
Agreement as stated in section 7.20.1(a) of the Periodic Report, as specified

below:
Financial The ratio The ratio The checked
covenant checked as checked as of ratio as of
of March 31, | April 26, 2018 the Report
2018 — date of release date
withdrawal of
the money?
The required debt 6.7 53 53
coverage ratio
7. Section 7.25.15 of the Periodic Report — an agreement for the sale of the

Partnership’s rights in the “Tanin” 1/16 and “Karish” 1/17 leases of August 16,
2016 (hereinafter: the “Agreement” and the “Leases”, respectively)

With respect to the notice of Energean Israel Limited according to which on March
22, 2018 it made a final investment decision (FID) regarding the development of the
leases, see immediate report of the Partnership of March 27, 2018 (ref. no.: 2018-01-

2 According to the provisions of Section 7.20.4(a) of the Periodic Report, meeting the required debt coverage
ratio will be measured, inter alia, at the time of each withdrawal. Commencing on March 21, 2018 (the
Periodic Report release date) and until the release of this Report the Partnership carried out 3 withdrawals,
with the last withdrawal being made on April 26, 2018. For each of the said withdrawals the Partnership met
the required ratio.



025047), the details appearing in which are included herein by way of reference. For
details regarding the consideration received upon the making of such investment
decision and regarding the value of the consideration from the sale of the leases, see
Note 4E to the financial statements as of March 31, 2018 (Chapter C of this Report),
Annexes B and C to the Board of Directors’ Report (Chapter B of this Report) and
very material valuations which are attached hereto.

Section 7.26 of the Periodic Report — Legal Proceedings

a. Further to the provisions of Section 7.26.1 of the Periodic Report, on April 12,
2018, the deceased petitioner’s counsel filed an agreed motion for his substitution
with his widow, subject to the filing of a supplementary affidavit on her behalf,
and the motion was approved by the court on the same day. On May 6, 2018, an
examination was held of an affiant for the State. Examinations of the other affiants
in the proceeding (affiants on behalf of the State, the petitioner and the
respondents) were scheduled for May 22, 2018 and June 26, 2018.

b. Following the provisions of Section 7.26.2 of the Periodic Report regarding a
claim filed by the Partnership and Noble Energy Mediterranean Ltd. (“Noble”) on
March 12, 2015 (hereinafter jointly in this Section: the “Plaintiffs”) to the District
Court in Jerusalem against the State of Israel, through its representatives of the
Ministry of Energy (the “Defendant”), which includes mainly the return of
royalties payed by the Plaintiffs, in excess and with reservation, to the Defendant,
for revenues deriving from gas supply agreements executed between third party
customers and the Yam Tethys Partners, it is noted that on April 9, 2018, the
Defendant filed a motion for change of the hearing date and extension of the date
for filing the affidavits on its behalf. In such motion, the State moved for the
testimony affidavits on its behalf to be filed until May 15, 2018 (in lieu of April 1,
2018) and for the pretrial date scheduled for April 15, 2018 to be postponed
accordingly. On April 9, 2018, the court awarded the Defendant’s motion for an
extension and it was ruled that the State shall file affidavits in lieu of direct
testimony on its behalf until May 15, 2018 and a summary pretrial was scheduled
for July 18, 2018.

c. Following the provisions of Section 7.26.6(a) of the Periodic Report, as of this
time, the mediation proceedings with regard to the Eran/353 license has not been
exhausted yet, and on May 6, 2018 the parties moved the court to allow them to
give an update regarding the outcome thereof by July 6, 2018. As of the date of
this report, no decision has yet been issued in the motion.



9. The following table contains production data of natural gas and condensate in
01/2018 in the Tamar Project:34

Natural Gas Condensate
Total output (attributed to the Partnership’s capital right
holders) in the period (in MMCF for natural gas and in
thousands of barrels for condensate) 21.925 304
Average price per output unit (attributed to the
Partnership’s capital right holders) (Dollar per MCF and per
barrel) 5.45 50.4
Average royalties (any payment derived The State 0.61 5.62

from the output of the producing asset
including from gros§ income from th_e Third Parties
petroleum asset) paid per output unit 0.09 0.87
(attributed to the Partnership’s capital
right holders) (Dollar per MCF and per
Barrel)

Interested Parties

0.38 3.52

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

serellf 04 1.9

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

barrel) 3.97 38.49

Date: May 15, 2018

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

3 The data presented in the table above with respect to the ratio attributed to the Partnership’s capital right
holders in the average price per output unit, in the royalties paid, in the costs of the production and in the net
proceeds, was rounded up to two digits after the decimal point.

4 The production data include, in addition to the direct holding of the Partnership in the Tamar Project, also the
share of the Partnership in the production data of Tamar Petroleum Ltd. in the following manner: commencing
on January 1, 2018 until March 13, 2018, direct and indirect holding in the Tamar Project at a rate of 25.7%
and commencing on March 14, 2018 until March 31, 2018 (the closing date of the transaction between Tamar
Petroleum Ltd. and Noble for the purchase of 7.5% of Tamar and Dalit leases), direct and indirect holding in
the Tamar Project at a rate of 25.7855%.

5 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.



o

Delek Drilling

Board of Directors
Report on the State of the

Partnership’s Affairs



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 the event of any discrepancy, the
Hebrew version shall prevail.

May 15, 2018

Delek Drilling Limited Partnership

Report of the Board of Directors of the General Partner
for the Period Ended March 31, 2018

The board of directors of Delek Drilling Management (1993) Ltd. (the “General
Partner”) hereby respectfully submits the board of directors’ report for the three-
month period ended March 31, 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

The limited partnership of Delek Drilling (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 update to Chapter A (Description of the Partnership's
Business) of the Periodic Report for 2017 (the “Periodic Report”), and the
Condensed Interim Financial Statements as of March 31, 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 (for details with respect to the Gas
Framework, see Note 12J1 to the Financial Statements for 2017).

The Partnership’s net profit in the Report Period amounted to approx. $88.3
million, compared with approx. $78.9 million in the same period last year.

The increase in profit in the Report Period relative to the same period last year
mainly derives from the revaluation of amounts receivable (royalties and the
debt component) in relation to the sale of the Karish and Tanin leases, offset in
view of the decrease in the Partnership’s share of the Tamar reservoir due to
the disposition of some of the Partnership’s interests in the Tamar reservoir in
July 2017.



B. Analysis of statements of comprehensive income

Below are main figures with regards to the Partnership’s income statements

(Dollars in thousands):

1-3/2018 1-3/2017 2017
Revenues:
From natural gas and condensate sales 106,606 145,047 501,926
Net of royalties 21,278 22,697 80,256
85,328 122,350 421,670

Expenses and costs:
Cost of gas and condensate production 8,502 10,379 35,188
Depreciation, depletion and amortization expenses 10,309 15,078 94,898
Oil and gas exploration expenses, and other direct

expenses 1,375 1,989 7,840
G&A expenses 2,299 2,633 10,629
Total expenses and costs 22,485 30,079 148,555
Other revenues (expenses) (988) - 566,542
Partnership's share of earnings (losses) of company

accounted for at equity, net (5,360) - 10,042
Operating profit 56,495 92,271 849,699
Financial expenses (15,804) (18,681) (75,044)
Financial income 48,360 9,071 46,872
Net financial income (expenses) 32,556 (9,610) (28,172)
Profit before levy 89,051 82,661 821,527
Petroleum and gas profit levy (757) (3,796) (4,305)
Net profit 88,294 78,865 817,222
Other comprehensive income (loss) in respect of

items which may subsequently be reclassified

to profit or loss:
Loss in respect of cash flow hedging transactions - - (3,957)
Profit in respect of financial assets available for sale - 137 2,237
Carried to profit or loss in respect of the disposition

of financial assets available for sale and cash flow

hedging transactions (621) - (1,599)
Total other comprehensive income (loss) for the

period (621) 137 (3,319)
Total comprehensive income 87,673 79,002 813,903
Gas sales in BCM? 2.4 2.4 9.9
Condensate sales in thousands of barrels? 109 114 455

! Figures refer to natural gas sales by all Tamar partners and all Yam Tethys partners, 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.



Net revenues in the Report Period amounted to approx. $85.3 million
compared with approx. $122.3 million in the same period last year. The
decrease in revenues in the Report Period compared with the same period last
year primarily derives from the disposition of some of the Partnership’s
interests in the Tamar reservoir and from an increase in the rate of the
overriding royalties to Delek Group Ltd. and to Delek Energy Systems Ltd.
(affiliated parties).

The cost of production of gas and condensate mainly includes the
administrative and operating expenses of the Tamar Project, which include,
inter alia, conveyance and transportation, payroll, consulting, maintenance
and insurance expenses. The cost of production of gas and condensate in the
Report Period amounted to approx. $8.5 million compared with approx. $10.4
million in the same period last year. The decrease in the Report Period mainly
derives from the disposition of some of the Partnership’s interests in the
Tamar reservoir.

Depreciation, depletion and amortization expenses in the Report Period
amounted to approx. $10.3 million compared with approx. $15.1 million in the
corresponding period. The depreciation expenses during the period include
depletion depreciation in the Tamar and Yam Tethys projects. The decrease
chiefly derives from the disposition of some of the Partnership’s interests in
the Tamar Project.

Oil and gas exploration expenses in the Report Period amounted to approx.
$1.4 million, compared with approx. $2 million in the same period last year.
Oil and gas exploration expenses in the period include, inter alia, expenses on
geologists, engineers and consulting as well as the G&A expenses of various
projects. The decrease in the Report Period chiefly results from a
reimbursement received from the operator of the joint ventures.

G&A expenses in the Report Period amounted to approx. $2.3 million,
compared with approx. $2.6 million in the same period last year, and include,
inter alia, expenses on professional services, payroll expenses and the General
Partner’s management fees. Furthermore, G&A expenses include expenses in
the amount of approx. $0.4 million (in the same period last year: approx. $0.4
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 and,
according the Partnership Agreement, are not borne by the Partnership.

Other expenses in the Report Period amounted to approx. $1 million and
derive from the update of other long-term assets.

Partnership’s share of earnings (losses) of company accounted for at
equity, net amounted to an expense in the sum of approx. $5.4 million which
derived from the Partnership’s share of the results of Tamar Petroleum 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.



Financial expenses in the Report Period amounted to approx. $15.8 million
compared with approx. $18.7 million in the same period last year. Most of the
financial expenses derived from interest in respect of bonds in the sum of
approx. $20.5 million, out of which the Partnership capitalized financial
expenses in the amount of approx. $6.5 million, which were attributed to the
development of the Leviathan project. In addition, in the Report Period, the
Partnership capitalized direct financial expenses in the sum of approx. $20.8
million in respect of the Leviathan project. The decrease in financial expenses
in the Report Period relative to the same period last year chiefly results from
the repayment of 20% of the bonds of Tamar Bond in July 2017 in the context
of the disposition of some of the Partnership’s interests in the Tamar Project.

Financial income in the Report Period amounted to approx. $48.4 million,
compared with approx. $9.1 million in the same period last year. The rise in
financial income mainly derives from an update of receivables in connection
with the future-production-based royalties component (the “Royalties”) and
receivables in connection with a final investment decision (the “Debt
Component”) that derived from the sale of all of the Partnership’s interests in
the Karish and Tanin leases, in the sum of approx. $45 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.

Petroleum and gas profit levy in the Report Period amounted to an expense
of approx. $0.8 million, compared with approx. $3.8 million in the same
period last year. The amount of the levy in the Report Period is comprised of a
levy in respect of 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 March 31, 2018, compared with the
statement of financial position as of December 31, 2017:

Total condensed statement of financial position as of March 31, 2018
amounts to approx. $3,230.9 million compared with approx. $3,055.5 million
as of December 31, 2017.

Current assets of the Partnership as of March 31, 2018 total approx. $509.8
million compared with approx. $511 million as of December 31, 2017, as
specified below:

1) Cash and cash equivalents as of March 31, 2018 total approx. $140.2
million compared with approx. $154.8 million as of December 31, 2017.
The decrease over the period derived from the distribution of profit to the
participation unit holders and from the making of short-term investments.

5



2)

3)

4)

On the other hand, the Partnership withdrew surplus funds from the
accounts of Tamar Bond and a proceed in relation to the sale of the
“Karish” and “Tanin” leases, as specified in Note 4E to the condensed
interim financial statements attached below.

Short-term investments as of March 31, 2018 total approx. $303.2
million compared with approx. $278.8 million as of December 31, 2017,
and include, inter alia, corporate bonds, short-term deposits, a deposit
serving as a safety cushion for the bonds of Tamar Bond, and ETFs.

Trade receivables as of March 31, 2018 total approx. $41.7 million
compared with approx. $46.5 million as of December 31, 2017.

Other receivables as of March 31, 2018 total approx. $24.6 million
compared with approx. $30.9 million as of December 31, 2017. The
decrease derives primarily from a decrease in the balances of the operator
of the joint ventures, and, conversely, the item includes accounts
receivable recorded in respect of a dividend declared by a company
accounted for at equity in the sum of approx. $7.2 million and in respect of
receivables in relation to the sale of Karish and Tanin leases in the sum of
approx. $14.3 million.

Non-current assets of the Partnership as of March 31, 2018 amount to
approx. $2,721 million compared with approx. $2,544 million on December
31, 2017, as specified below:

1)

2)

3)

4)

Investments in petroleum and gas assets as of March 31, 2018 total
approx. $2,192.1 million compared with approx. $2,023.7 million as of
December 31, 2017. The increase mainly derives from investments for the
development of the Leviathan project in the sum of approx. $177 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. $10.3 million.

Other long-term assets as of March 31, 2018 totaled approx. $309.8
million compared with approx. $289.5 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. $186 million, other
receivables in respect of the construction of infrastructures for the export
of gas in the sum of approx. $37.5 million, and advance payments on
account of royalties paid to the State, to related parties and to third parties
in the sum of approx. $34.9 million.

Long-term deposits in banks as of March 31, 2018 total approx. $101.9
million compared with approx. $101.5 million as of December 31, 2017,
which are used as a safety cushion for the bonds of Tamar Bond.

Investment in a company accounted for at equity as of March 31, 2018
includes an investment in the shares of Tamar Petroleum Ltd. in the sum of
approx. $117.2 million, compared with an investment of approx. $129.8 as
of December 31, 2017. The change in the investment in the Report Period

6



derived from the Partnership’s share in the earnings of the company
accounted for at equity in the sum of approx. $3.8 million, net of a
dividend receivable in the sum of approx. $7.2 million and net of an
expense deriving from the dilution of the Partnership’s holdings in the
company accounted for at equity, as stated in Note 4D to the financial
statements attached below.

Current liabilities as of March 31, 2018 amount to approx. $479.2 million
compared with approx. $502.2 million as of December 31, 2017, as specified
below:

1) Bonds — current maturities of bonds of Tamar Bond due for payment in
December 2018 in the sum of approx. $309.7 million, after setoff of bonds
purchased by the Partnership during the Report Period and net of the issue
costs.

2) Trade and other payables as of March 31, 2018 amounted to approx.
$169.5 million compared with approx. $122.4 million as of December 31,
2017. The increase mainly derives from an increase in the balance of the
operator of the joint venture at the Leviathan project and from interest
payable recorded in respect of Series A Bonds and liabilities to banks.

Non-current liabilities as of March 31, 2018 amount to approx. $2,045.1
million compared with approx. $1,934.9 million as of December 31, 2017, as
specified below:

1) Bonds — in the sum of approx. $1,345 million consist of Series A Bonds in
the sum of approx. $394.6 million (net of issue expenses) and bonds of
Tamar Bond in the sum of approx. $950.4 million (net of issue expenses)
(see Part Four below). Furthermore, the bonds due for payment in
December 2018 were classified, as aforesaid, under current maturities.

2) Long-term liabilities to banks include a loan in the sum of approx.
$577.7 million (net of fees), taken by the Partnership in relation to the
financing of the Leviathan project (as stated in Note 10C to the annual
financial statements attached below).

3) Other long-term liabilities as of March 31, 2018 total approx. $122.4
million, compared with approx. $121.6 million, as of December 31, 2017,
and include gas and petroleum asset retirement obligations in the Yam
Tethys, Tamar and Leviathan projects, liabilities in connection with a
share-based payment and royalties to the State, as well as a liability in
respect of a balance of taxes 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 increase mainly
derives from an update to the asset retirement obligations.

The capital of the limited partnership as of March 31, 2018 totals approx.
$706.5 million compared with approx. $618.5 million as of December 31,
2017. The increase in capital mainly derives from the profit for the period in
the sum of approx. $88.3 million, and an increase in a capital reserve for

7



transactions between a corporation and a controlling interest holder thereof in
the amount of approx. $0.4 million. Conversely, a decrease was recorded in a
capital reserve for financial assets available for sale and cash flow hedging
transactions in the sum of approx. $0.6 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.

Cash flow

Cash flows generated by the Partnership from operating activities amounted in
the Report Period to approx. $53.5 million, compared with approx. $106.8
million in the same period last year. The decrease chiefly resulted from a
decrease in the operating income due to the disposition of some of the
Partnership’s interests in the Tamar reservoir and from an increase in trade and
other receivables and a decrease in trade and other payables.

Cash flows used for investment activities amounted in the Report Period to
approx. $106.1 million, compared with approx. $184 million in the same
period last year. In the Report Period, the Partnership invested approx. $139.8
million, mainly in the Leviathan project, and a net sum of approx. $15 million
in short-term financial investments. On the other hand, the Partnership
received proceeds in the sum of approx. $11 million in relation to the sale of
the Karish and Tanin leases and there has been an increase due to the operator
of the joint ventures of approx. $43 million.

Cash flows generated from financing activities in the Report Period total
approx. $38 million, compared with approx. $300.3 million used for financing
activities in the same period last year. Cash flows for financing activities in the
Report Period mainly derived from the receipt of loans from banks for the
purpose of funding the Leviathan project and, conversely, the Partnership
distributed profits declared in December 2017 in the sum of approx. $61
million and also purchased bonds of Tamar Bond which are due for payment
in December 2018 in the sum of approx. $10 million.

. Profit distributions

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

. Proforma statements

Further to Note 7C1B to the annual financial statements regarding the sale of
9.25% of the interests in the Tamar and Dalit leases, the Partnership prepared
proforma condensed interim financial statements, for the 3-month period
ended March 31, 2017, which are attached below, in accordance with the
assumptions specified in Note 3 to the said statements.

Net profit in Q1/2018 totaled approx. $88.3 million compared with approx.
$63.6 million in the proforma statements for the same period last year. The
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increase in profit in the Report Period mainly derives from the revaluation of
accounts receivable in relation to the sale of the Partnership’s interests in
petroleum and gas assets, from the increase in the gas prices compared with
the same period last year and from a decrease in the Partnership’s depreciation
and amortization expenses deriving from the Yam Tethys reservoir and on the
other hand, net losses from a company accounted for at equity were recorded
in the Report Period.

Income net of royalties in Q1/2018 totaled approx. $85.3 million compared
with approx. $86.6 million in the proforma statements for the same period last
year, a decrease of approx. 2%. The decrease in income in the Report Period
compared with the same period last year chiefly derives from an increase in
the rate of the royalties to affiliated parties in the Tamar Project, which was
partly offset by an increase in the gas prices at the Tamar Project in the Report
Period.

Total expenses and costs in Q1/2018 totaled approx. $22.5 million compared
with approx. $22.4 million in the proforma statements for the same period last
year.

Net financial income in Q1/2018 totaled approx. $32.6 million compared
with financial expenses of approx. $5.6 million in the proforma statements for
the same period last year. The change mainly derives from an increase in the
financial income as specified in Section 2B of Part One above.



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 March

31,2018

Assets

Cash and cash equivalents
Short-term investments
Trade receivables

Other receivables
Investments in gas and petroleum
assets

Long-term bank deposits
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
131,378 8,845 - 140,223
302,999 183 - 303,182
41,739 - - 41,739
24,350 - 285 24,635
- - 2,192,125 2,192,125
101,927 - - 101,927
- - 117,236 117,236
198,458 - 110,391 309,849
800,851 9,028 2,420,037 ,3,230916
158,736 73 10,694 169,503
1,654,730 - - 1,654,730
577,743 - - 577,743
- - 122,397 122,397
2,391,209 73 133,091 2,524,373
(1,589,358) 8,955 2,286,946 706,543
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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”.

Analysis of the sensitivity of contingent proceeds in relation to

royalties and receivables in relation to 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
. Fair
Sensitive instrument Changes Value Changes
2% 1% -1% -2%

Contingent proceeds in
connection with royalties
based on future production (16,511) (8,697) 114,600 9,707 20,575
Amounts receivable in
connection with a final
investment decision for the
development of the Karish
and Tanin leases (6,487) (3,344) 86,700 3,561 7,357
Total (22,998) | (12,041) | 201,300 | 13,268 27,932

Analysis of the sensitivity of contingent proceeds in relation to

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
production 4,019 333 114,600 (3,733) (5,136)

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

($ in thousands):

Profit/(Loss) from . Profit/(Loss) from
L Changes Fair Changes
Sensitive instrument 10% 5% Value 5% 0%
3.865 3.690 3.514 3.338 3.163
Cash and cash equivalents (885) (442) 8,845 442 885
Bank deposits (18) C)] 183 9 18
Trade and other Payables 7 4 (73) “ (@)
Total (896) (447) 8,955 447 896
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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 (390) (195) 83,570 195 390
Liabilities to banks 4,647 2,320 (640,333) (2,320) (4,647)
Total 4,257 2,125 556,763 (2,125) | (4,257)

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 March 31, 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.

13




14

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 2018 2020 2023 2025

Par value on issue date 400,000 400,000 400,000 400,000
Issue date May 19, 2014 May 19, 2014 May 19, 2014 May 19, 2014
Par value as of March 31, 2018 320,000 320,000 320,000 320,000
Linked par value as of March 31, 2018 320,000 320,000 320,000 320,000
Value in the Partnership’s books as of March 31, 2018 309,599° ,318407 ,316665 , 315503
Market cap as of March 31, 2018* 313,924° 325,327 328,645 330,160
Fixed annual interest rate 3.839% 4.435% 5.082% 5.412%

Principal payment date

December 30, 2018

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

Semiannual interest
payable on every June 30%"
and every December 30%"
as of the date of the issue

Semiannual interest
payable on every June
30" and every December
30™ as of the date of the

Semiannual interest
payable on every June 30%"
and every December 30%"
as of the date of the issue

date of the issue in in 2014-2020 issue in 2014-2023 in 2014-2025
2014-2018

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 10C to the annual financial statements.

Name of the trustee

HSBC BANK USA, NATIONAL ASSOCIATION

Name of responsible person at the trust company

Jane Yang

% Net of bonds in the par value of $9,980 thousand purchased by the Partnership.
4 The bonds are traded in Israel on “TACT-Institutional” on TASE.

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

& 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.




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: ilAA

Has the company fulfilled, until March 31, 2018 and Yes
in the three months ending on such date, all of the
conditions and obligations under the indenture

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

" 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.

8 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 and 2017-01-100419), and January 10, 2018 (Ref. No.: 2018-01-003618), 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 March 31, 2018 in ILS in thousands

Linked par value as of March 31, 2018 in ILS in thousands

Value in the Partnership’s books as of March 31, 2018 in ILS
in thousands

Market cap as March 31, 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 March 31, 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 March 31, 2018, as
defined in the indenture™

The financial equity to debt ratio as of March 31, 2018, as
defined in the indenture™

Series A

1,528,533
December 26, 2016
1,528,533
1,406,458
1,393,918

1,400,289
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.

$4,441 thousand

Approx. 11

® 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.

10 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.

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

details, see Note 10C to the Periodic Report.



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
(Stand-in Chairman of the Board of Directors)

Delek Drilling Management (1993) Ltd.
On behalf of: Delek Drilling — Limited Partnership

17



18

Annex A to the Board of Directors’ Report
Figures regarding Delek Avner (Tamar Bond) Ltd.



Further to the provisions of Note 10C 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)

31.3.2018 31.3.2017 31.12.2017
Unaudited Unaudited Audited
Assets:
Current Assets:
Short term Bank deposits 127,179 80,057 94,127
Interest receivable 15,014 18,768 -
Loans to shareholders 319,701 - 320,000
461,894 98,825 414,127
Noncurrent Assets:
Loans to shareholders 958,808 1,600,000 960,000
Long term bank deposits 101,927 100,608 101,482
1,060,735 1,700,608 1,061,482
1,522,629 1,799,433 1,475,609
Liabilities and Equity:
Current Liabilities:
Interest Payable 15,014 18,768 -
Related parties 129,106 80,665 95,609
Bonds 320,000 - 320,000
464,120 99,433 415,609
Noncurrent Liabilities:
Bonds 960,000 1,600,000 960,000
Loans from shareholders 100,000 100,000 100,000
1,060,000 1,700,000 1,060,000
Equity (Deficit) (1,491)** * *
1,522,629 1,799,433 1,475,609

* Less than $1,000.

** The deficit stems from the initial implementation of IFRS 9, approx. 105 thousand
USDS$ (Income) for the current period and approx. 1,597 USD$ (Expense) for past
periods.
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Statements of Comprehensive Income (Expressed in US$ Thousands)

For the
For the Three Month For the Three Month Period
Ended Ended Ended
31.3.2018 31.3.2017 31.12.2017
Unaudited Unaudited Audited
Financial expenses (15,575) 18,854 70,584
Financial income 15,680 (18,854) (70,584)
105 - -
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SPONSOR FINANCIAL DATA REPORT!2
Cash flow for the period from January 1, 2018 — March 31, 2018

Delek Drilling LP
Item Quantity/Actual Amount (In thousands)
Total Offtake (BCM) (100%)** 2.4
B. Tamar Revenues (100%)° 471,049
C. Loss Proceeds, if any, paid to Revenue
Accounts -
D. Sponsor Deposits, if any, into Revenue
Accounts -
E. Gross Revenues (before Royalties) 110,634
Overriding Royalties
(a) Statutory Royalties (12,158)
(b) Third Party Royalties (9,318)
G. Net Revenues 89,452
H. Costs and Expenses:
(a) Fees Under the Financing Documents —
(Interest Income) 231
(b) Taxes -
(c) Operation and Maintenance Expenses (9,181)
(d) Capital Expenditures (7,165)
(e) Payments under the Tamar FUA -
(f) Insurance -
I Total Costs and Expenses (sum of Items
H(a), (b), (c), (d), (e) and (f)) (16,114)
J. Total Cash Flows Available for Debt
Service (Item G minus Item H) 73,337
K. Total Debt Service (Interest Expense) -

12 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.

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

March 31, 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. $114.6 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
December 31, 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. 17.6 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
September 30, 2039;

4. Annual production rate from the
Tanin reservoir: approx. 3.6 BCM
of natural gas; condensate
production rated from the Tanin
reservoir according to a ratio of
approx. 5.2 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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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.

14 A world Bank Quarterly Report: Commodity Markets Outlook, April 2018
15 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 6.2 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:

March 31, 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. $86.7 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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EY IBDO

Building a better
working world

May 15, 2018

To

The Board of Directors of the General Partner of Delek Drilling — Limited Partnership (the
“Partnership”)

19 Abba Eban, Herzliya
Dear Sir/Madam,

Re: Consent given simultaneously with the release of a periodic report in connection with
the shelf prospectus of the Partnership (the “Offering Document)

We hereby notify you that we agree to the inclusion (including by way of reference) in the above
referenced Offering Document of our reports that are specified below:

1) Review report of May 15, 2018 on condensed financial information of the Partnership as
of March 31, 2018, and for the three-month period ended on the same date.

2 Special review report of May 15, 2018 on proforma condensed financial information of
the Partnership for the three-month period ended on March 31, 2017 pursuant to Section
38B of the Securities Regulations (Periodic and Immediate Reports), 5730-1970.

Kost Forer Gabbay & Kasierer Ziv Haft
Certified Public Accountants Certified Public Accountants



Delek Drilling — Limited Partnership

Condensed Interim Financial Statements as of March 31, 2018

in U.S. Dollars in Thousands
Unaudited

This report is a translation of Delek Drilling - Limited Partnership's Hebrew-language condensed interim
financial statements as of March 31, 2018. It is prepared solely for convenience purposes. Please note that the
Hebrew version constitutes the binding version, and in the event of any discrepancy, the Hebrew version shall

prevail.
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Condensed Interim Financial Statements as of March 31, 2018
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EY |IBDO

Building a better
working world

Auditors’ review report to the partners of Delek Drilling — Limited Partnership

Introduction

We have reviewed the accompanying financial information of Delek Drilling — Limited Partnership
(the “Partnership”), which includes the Condensed Statement of Financial Position as of March 31,
2018 and the Condensed Statements of Comprehensive Income, Changes in the Partnership’s Equity
and Cash Flows for the three-month period then ended. The board of directors and management of the
Partnership’s general partner are responsible for the preparation and presentation of financial
information for this interim period in accordance with IAS 34 “Interim Financial Reporting”, and they
are responsible for the preparation of financial information for this interim period under Chapter D of
the Securities Regulations (Periodic and Immediate Reports), 5730-1970. Our responsibility is to
express a conclusion on the financial information for this interim period, based on our review.

Scope of Review

We conducted our review in accordance with Review Standard 1 of the Institute of Certified Public
Accountants in Israel “Review of Interim Financial Information Performed by the Auditor of the
Entity”. A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with Generally Accepted
Auditing Standards in Israel, and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying financial information is not prepared, in all material respects, in accordance with 1AS
34.

In addition to the statements in the previous paragraph, based on our review, nothing has come to our
attention which causes us to believe that the accompanying financial information does not meet, in all
material respects, the disclosure provisions under Chapter D of the Securities Regulations (Periodic
and Immediate Reports), 5730-1970.

Tel Aviv, May 15, 2018

Kost Forer Gabbay & Kasierer Ziv Haft
Certified Public Accountants Certified Public Accountants



Delek Drilling — Limited Partnership
Condensed Interim Statements of Financial Position (Dollars in thousands)

31.3.2018 31.3.20171 31.12.2017
Unaudited Unaudited Audited

Assets:

Current assets:

Cash and cash equivalents 140,223 103,343 154,835

Short-term investments 303,182 239,390 278,826

Trade receivables 41,739 53,383 46,506

Trade and other receivables 24,635 36,957 30,878
509,779 433,073 511,045

Non-current assets:

Investments in petroleum and gas assets 2,192,125 2,052,423 2,023,671

Investment in a company accounted for at equity 117,236 - 129,833

Long-term deposits in banks 101,927 150,686 101,482

Other long-term assets 309,849 200,882 289,472

2,721,137 2,403,991 2,544,458

3,230,916 2,837,064 3,055,503

Liabilities and equity:
Current liabilities:

Bonds 309,742 - 319,421
Declared profits for distribution - - 60,381
Trade and other payables 169,503 106,898 122,355
479,245 106,898 502,157
Non-current liabilities:
Bonds 1,344,988 1,977,745 1,344,319
Long-term liabilities to banks 577,743 - 468,967
Other long-term liabilities 122,397 84,364 121,582

2,045,128 2,062,109 1,934,868

Equity:

Partnership’s equity 154,791 154,791 154,791
Capital reserves 21,658 25,463 23,995
Retained earnings 530,094 487,803 439,692

706,543 668,057 618,478
3,230,916 2,837,064 3,055,503

The accompanying notes are an integral part of the Condensed Interim Financial Statements.

May 15, 2018
Date of approval of the financial Gabi Last Yossi Abu Yossi Gvura
statements Director CEO Deputy CEO
Stand-in Chairman of the
Board
Delek Drilling Delek Drilling Delek Drilling
Management (1993) Ltd. Management (1993) Ltd. Management (1993) Ltd.
General Partner General Partner General Partner

! Classified retroactively due to the merger (including the notes that are attached to the Condensed Interim Financial
Statements), see Note 2F to the Partnership’s annual financial statements as of December 31, 2017.
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Delek Drilling — Limited Partnership

Condensed Interim Statements of Comprehensive Income (Dollars in thousands)

Revenues:
From natural gas and condensate sales

Net of royalties

Expenses and costs:

Cost of production of natural gas and condensate

Depreciation, depletion and amortization expenses

Petroleum and gas exploration expenses and other direct
expenses

G&A

Total expenses and costs

Other income (expenses)

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

Operating profit
Finance cost
Finance income

Finance (cost) income, net
Profit before levy

Petroleum and gas profit levy

Net profit
Other comprehensive income (loss) for items which
may subsequently be reclassified to profit or loss:

Loss in respect of cash flow hedging transactions
Profit in respect of financial assets available for sale

Carried to profit or loss for cash flow hedging transactions
Carried to profit or loss for financial assets available for
sale

Total other comprehensive income (loss)
Total comprehensive income
Basic and diluted profit per participation unit (in dollars)

The weighted number of participation units for the
purpose of said calculation (in thousands)

For the three-month period For the year
ended ended
31.3.2018 231.3.2017 31.12.2017
Unaudited Unaudited Audited
106,606 145,047 501,926
21,278 22,697 80,256
85,328 122,350 421,670
8,502 10,379 35,188
10,309 15,078 94,898
1,375 1,989 7,840
2,299 2,633 10,629
22,485 30,079 148,555
(988) - 566,542
(5,360) - 10,042
56,495 92,271 849,699
(15,804) (18,681) (75,044)
48,360 9,071 46,872
32,556 (9,610) (28,172)
89,051 82,661 821,527
(757) (3,796) (4,305)
88,294 78,865 817,222
- - (3,957)
- 137 2,237
(621) - (904)
- - (695)
(621) 137 (3,319)
87,673 79,002 813,903
0.075 0.067 0.696
1,173,815 1,173,815 1,173,815

The accompanying notes are an integral part of the Condensed Interim Financial Statements.

2 Classified retroactively due to the merger (including the notes that are attached to the Condensed Interim Financial
Statements), see Note 2F to the Partnership’s annual financial statements as of December 31, 2017.
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Delek Drilling — Limited Partnership

Condensed Interim Statements of Changes in the Partnership’s Equity (Dollars in thousands)

For the three-month period
ended March 31, 2018:

Balance as of January 1, 2018
(audited)

Effect of first-time application
of IFRS 9 (see Note 2C)

Balance as of January 1, 2018
subsequently to application
of the aforesaid changes

Net profit

Other comprehensive loss

Total comprehensive (loss)
income

Profits distributed

Capital reserve for benefits
from a control holder

Balance as of March 31, 2018

For the three-month period
ended March 31, 2017¢:

Balance as of January 1, 2017
(audited)

Net profit

Other comprehensive income

Total comprehensive income

Profits distributed

Tax advances at the expense of
the tax for which the
participation unit holders are
liable

Capital reserve for benefits
from a control holder

Balance as of March 31, 2017

The accompanying notes are an integral part of the Condensed Interim Financial Statements.

Capital Capital
reserve for reserve for
Capital transactions financial
reserve for between a assets
redemption corporation available for
The of and a control  sale and cash
Partnership’s  participation holder flow hedging Retained
equity units thereof transactions earnings Total
Unaudited
154,791 1,631 13,166 9,198 439,692 618,478
- - - (2,100) 2,114 14
154,791 1,631 13,166 7,098 441,806 618,492
- - - - 88,294 88,294
- - - 621) - 621)
621)
- - - 88,294 87,673
- - - - (6) (6)
- - 384 - - 384
154,791 1,631 13,550 6,477 530,094 706,543
Capital Capital
reserve for reserve for
Capital transactions financial
reserve for between a assets
redemption corporation available for
The of and a control  sale and cash
Partnership’s  participation holder flow hedging Retained
equity units thereof transactions earnings Total
Unaudited
154,791 1,631 10,748 12,517 609,228 788,915
- - - - 78,365 78,865
- - - 137 - 137
- - - 137 78,865 79,002
- - - - (200,220) (200,220)
- - - - (70) (70)
- - 430 - - 430
154,791 1,631 11,178 12,654 487,803 668,057

3 Classified retroactively due to the merger (including the notes that are attached to the Condensed Interim Financial
Statements), see Note 2F to the Partnership’s annual financial statements as of December 31, 2017.
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Delek Drilling — Limited Partnership

Condensed Interim Statements of Changes in the Partnership’s Equity (Dollars in thousands) (Cont.)

Changes for the year ended
December 31, 2017:

Balance as of January 1, 2017

Net profit

Other comprehensive loss

Total comprehensive income
(loss)

Profits distributed

Declared profits for distribution

Tax advances at the expense of
the tax for which the
participation unit holders are
liable

Capital reserve for benefits
from a control holder

Balance as of December 31,
2017

The accompanying notes are an integral part of the Condensed Interim Financial Statements.

Capital Capital
reserve for reserve for
Capital transactions financial
reserve for between a assets
redemption corporation  available for
The of and a control  sale and cash
Partnership’s  participation holder flow hedging Retained
equity units thereof transactions earnings Total
Audited
154,791 1,631 10,748 12,517 609,228 788,915
- - - - 817,222 817,222
- - - (3,319) - (3,319)
- - - (3,319) 817,222 813,903
- - - - (680,710) (680,710)
- - - - (60,000) (60,000)
- - - - (246,048) (246,048)
- - 2,418 - - 2,418
154,791 1,631 13,166 9,198 439,692 618,478




Delek Drilling — Limited Partnership

Condensed Interim Statements of Cash Flows (Dollars in thousands)

Cash flows — operating activity:

Profit for the period

Adjustments for:

Depreciation, depletion and amortization

Petroleum and gas profit levy, net

Change in fair value of financial derivatives, net

Update of asset retirement liabilities

Revaluation of short-term and long-term investments and deposits

Expenses due to revaluation of share-based payment

Benefit from a control holder included in expenses against a capital
reserve

Profit from the sale of petroleum and gas assets

Revaluation of other long-term assets

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

Changes in assets and liabilities items:

Decrease in trade receivables

Decrease (increase) in trade and other receivables

Decrease (increase) in other long-term assets

Increase (decrease) in trade and other payables

Decrease in other long-term liability

Net cash deriving from current operations

Cash flows - investment activity:

Investment in petroleum and gas assets

Increase in other long-term assets

Proceeds from the sale of petroleum and gas assets
Loan given to a company accounted for at equity
Repayment of a loan given to a company accounted for at equity
Increase in short-term investments, net

Deposit in long-term deposits in banks

Maturity of long-term deposits in banks

Disposition of financial assets available for sale
Change in respect of the operator of the joint ventures

Net cash deriving from (used for) investment activity

The accompanying notes are an integral part of the Condensed Interim Financial Statements.

For the three-month

For the year

period ended ended
31.3.2018 31.3.20174 31.12.2017
Unaudited Unaudited Audited

88,294 78,865 817,222
11,056 15,549 100,179
757 3,774 4,861
- (30) 558
678 538 3,704
60 726 (826)
243 80 52
384 430 2,418
- - (572,454)
(45,157) (4,600) (25,724)
5,360 - (10,042)
4,767 3,574 11,667
1,385 1,862 (182)
(690) (1,854) 4711
(13,650) 7,910 (6,762)
3) - (110)
(34,810) 27,959 (487,950)
53,484 106,824 329,272
(139,815) (63,335) (443,329)
(5,120) - (31,412)
10,850 - 829,898
- - (34,000)
- - 34,000
(14,974) (105,760) (150,819)
- (17,676) (17,676)
- 336 51,307
- - 4251
43,007 2,372 (6,001)
______________ (106,052) (184,063) 236,219

4 Classified retroactively due to the merger (including the notes that are attached to the Condensed Interim Financial

Statements), see Note 2F to the Partnership’s financial statements as of December 31, 2017.
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Delek Drilling — Limited Partnership

Condensed Interim Statements of Cash Flows (Dollars in thousands) (Cont.)

Cash flows - financing activity:

Receipt of long-term loans from banks (net of raising expenses)
Profits distributed

Tax advances paid for holders of participation units
Repurchase of Tamar bonds

Repayment of bonds

Payments from the exercise of hedging transactions
Net cash deriving from (used for) financing activity

Decrease in cash and cash equivalents
Cash and cash equivalents balance at the beginning of the period

Cash and cash equivalents balance at the end of the period
Annex A - Financing and investment activity not involving cash
flow:

Investments in petroleum and gas assets against liabilities
Proceeds from the disposition of petroleum and gas assets against
investment in a company accounted for at equity

Declared dividend from a company accounted for at equity

Declared profits for distribution and tax advances payable at the
expense of the unit holders

Annex B - Additional information on cash flows:

Interest paid (including capitalized interest)
Interest received
Dividend received

The accompanying notes are an integral part of the Condensed Interim Financial Statements.

For the three-
month For the year
period ended ended
31.3.2018 31.3.20174 31.12.2017
Unaudited Unaudited Audited
109,150 - 420,534
(61,091) (300,224) (781,116)
- (70) (206,993)
(10,103) - -
- - (320,000)
N - (3,957)
37,956 (300,294) (891,532)
(14,612) (377,533) (326,041)
154,835 480,876 480,876
140,223 103,343 154,835
92,438 47,428 94,166
- - 119,790
7,237 - -
- - 98,653
8,981 - 109,015
1,994 1,386 7,832

48

80




Delek Drilling — Limited Partnership
Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 1 — General:

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

The Trustee serves as trustee for the holders of the participation units, under the supervision
of the supervisors, CPA Micha Blumenthal, together with Fahn Kanne & Co., CPAs, and
Gissin & Keidar (from the date of the merger, see Note 1E to the Partnership’s financial
statements as of December 31, 2017 and the notes attached thereto (the “Annual Financial
Statements™”)) (jointly: the “Supervisors”). The Supervisors were granted certain
supervision powers in the partnership agreement and in the Partnerships Ordinance.

The parent company of the General Partner in the Partnership is Delek Energy Systems Ltd.
(the “Parent Company”) and the Partnership’s ultimate parent company is Delek Group Ltd.
(“Delek Group”).

The participation units of the Partnership are listed on the Tel Aviv Stock Exchange (TASE)
and traded thereon since 1993.

The address of the Partnership’s registered office is 19 Abba Eban Boulevard, Herzliya.

B. As of the date of the approval of the Condensed Interim Financial Statements, the main
engagement of the Partnership is in the exploration, development and production of natural
gas, condensate and petroleum, including in the production and sale of natural gas and
condensate from the Tamar reservoir in the area of the Tamar Lease (the “Tamar Project”),
the promotion of the expansion of the production system of the Tamar Project, the
development of Phase 1A of the development plan of the Leviathan reservoir and the
promotion of commercialization of the natural gas and condensate therefrom, the promotion
and planning of Stage 1B of the development plan of the Leviathan reservoir for additional
target markets, the promotion and planning of natural gas commercialization and the
development of the Aphrodite reservoir, in the examination of various infrastructure
alternatives for the piping of natural gas to other target markets, exploration activity in the
petroleum assets held by the Partnership, including for petroleum purposes, alongside the
examination of entrance into other petroleum assets, in Israel and in the Mediterranean basin.
The Partnership also engages in the promotion of various natural gas-based projects, aiming
to increase the scope of sales of natural gas from the petroleum assets held by the
Partnership, and also 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 (for further details on the Gas Framework see Note 1G and Note 12J1 to the
Partnership’s Annual Financial Statements).



Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 1 — General (Cont.):

C.

The Partnership’s Condensed Interim Financial Statements should be read together with the
Partnership’s Annual Financial Statements. Therefore, notes regarding relatively insignificant
updates to information that was already reported in the notes to the Annual Financial
Statements were not presented in these Condensed Interim Financial Statements.

The Condensed Interim Financial Statements comply with the provisions of 1AS 34.

The Condensed Interim Financial Statements fulfill the disclosure provisions pursuant to
Chapter D of the Securities Regulations (Periodic and Immediate Reports), 5730-1970.

Note 2 - Significant Accounting Policies:

The Condensed Interim Financial Statements were prepared according to the same accounting
policy and calculation methods that were used in the Annual Financial Statements, except as
stated below:

A. International Financial Reporting Standard No. 15 (“IFRS 15”):

Pursuant to the provisions of Note 2L1 to the Annual Financial Statements regarding the
first-time application of IFRS 15 — Revenue from Contracts with Customers, the Partnership
chose to apply the provisions of IFRS 15 retroactively with relief and without restatement of
comparison figures.

With regard to the accounting policy that was applied until December 31, 2017 with respect
to recognition of revenues — see Note 2P to the Annual Financial Statements.

The accounting policy which is applied from January 1, 2018 with respect to recognition of
revenues is as follows:

In accordance with IFRS 15, revenues from contracts with customers are recognized in profit
or loss when control over the asset or service is transferred to the customer. Revenues are
measured and recognized according to fair value of the proceeds expected to be received
pursuant to the terms and conditions of the contract, less the amounts that were collected for
the benefit of third parties (such as taxes). Revenues are recognized in profit or loss to the
extent the project partners expect to gain the economic benefits, and the revenues and costs,
if applicable, may be reliably measured.

The new IFRS 15 introduces a five step model that applies to revenues which derive from
contracts with customers:



Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 2 — Significant Accounting Policies (Cont.):
A. International Financial Reporting Standard No. 15 (“IFRS 15”) (Cont.):

Step 1 -

Step 2 -

Step 3 -

Step 4 -

Step 5 -

Identification of the contract with the customer, including reference to assembly of
contracts and accounting for contract modifications.

Identification of several distinct performance obligations in the contract.

Determination of the transaction price, including reference to variable consideration,
significant financing component, non-cash consideration and consideration that shall be
paid to the customer.

Allocation of the transaction price to each distinct performance obligation based on the
distinct relative selling price while using expected prices, if available or estimates and
evaluations.

Recognition of revenues when or as a performance obligation is satisfied, while
distinguishing between fulfillment of an obligation at a point in time and fulfillment of an
obligation over time.

The application for IFRS 15 did not have an effect on the Partnership’s Condensed Interim
Financial Statements.

B. Financial instruments:

Pursuant to the provisions of Note 2L2 to the Annual Financial Statements regarding the
first-time application of International Financial Reporting Standard No. 9 — Financial
Instruments (the “New IFRS 9”), the Partnership chose to apply the provisions of IFRS 9
without restatement of comparison figures. With regard to the accounting policy that was
applied until December 31, 2017 with respect to financial instruments, see Sections J, K, L
and Q of Note 2 to the Annual Financial Statements. The accounting policy which is applied
from January 1, 2018 with respect to financial instruments is as follows:

1)

Financial instruments:

Financial instruments that are subject to IFRS 9 are measured on the date of first-time
recognition at fair value plus transaction costs that can be directly attributed to the
purchase of the financial asset, except in the case of a financial asset that is measured at
fair value through profit or loss, with respect to which, transaction costs are carried to
profit or loss.

The Partnership classifies and measures the debt instruments in its financial statements
based on the following criteria:

(@) The Partnership’s business model for management of the financial assets, and

(b) The characteristics of the contractual cash flow of the financial asset.

10



Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 2 — Significant Accounting Policies (Cont.):
B. Financial instruments (Cont.):
1) Financial instruments (Cont.):

2)

The Partnership measures debt instruments at amortized cost, when:

The Partnership’s business model is holding the financial assets in order to collect
contractual cash flows; and the contractual terms and conditions of the financial asset
provide entitlement on set dates to cash flows that are only interest and principal
payments for the outstanding principal amount.

Subsequently to the initial recognition, instruments in this group will be presented
according to their terms according to cost plus direct transaction costs, using the
amortized cost method.

In addition, on the date of first-time recognition an entity may designate, irrevocably, a
debt instrument as measured at fair value through profit or loss if such designation
significantly reduces or cancels inconsistent measurement or recognition, for example
in the event that the relevant financial liabilities are also measured at fair value through
profit or loss.

The Partnership measures debt instruments at fair value through other comprehensive
income, when:

The Partnership’s business model is both holding the financial assets in order to collect
contractual cash flows and sale of the financial assets; and the contractual terms and
conditions of the financial asset provide entitlement on set dates to cash flows that are
only interest and principal payments for the outstanding principal amount.
Subsequently to the initial recognition, instruments in this group are measured
according to fair value. Profit or loss as a result of fair value adjustments, other than
interest, rate differentials and impairment, are recognized in other comprehensive
income.

Equity instruments:

Financial instruments that constitute investments in equity instruments do not meet the
aforesaid criteria and are therefore measured at fair value through profit or loss.

In relation to equity instruments that are not held for trade, on the date of first-time
recognition, the Partnership may make an irrevocable choice, to present in other
comprehensive income subsequent changes to the fair value that would have otherwise
been recognized through profit or loss. Such fair value changes will not be carried to
profit or loss in the future even upon write-off of the investment.

Impairment of financial assets:

On each report date the Partnership examines the provision for loss due to financial
debt instruments that are not measured at fair value through profit or loss.

11



Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 2 — Significant Accounting Policies (Cont.):
B. Financial instruments (Cont.):

2)

3)

4)

Impairment of financial assets (Cont.):

The Partnership distinguishes between two situations of recognition of a provision for
loss;

a) Debt instruments whose credit quality did not significantly deteriorate since the
date of first-time recognition or cases in which the credit risk is low — the
provision to loss that will be recognized with respect to such debt instrument will
take into account anticipated credit loss in the 12 month period after the report
date, or;

b) Debt instruments whose credit quality did significantly deteriorate since the date of
first-time recognition and with respect to which the credit risk is not low, the
provision to loss that will be recognized will take into account anticipated credit
loss — for the remainder of the instrument’s life. The Partnership applies the relief
set forth in IFRS 9 according to which it assumes that the credit risk of a debt
instrument did not significantly increase since the date of first-time recognition if
it was determined on the report date that the instrument has low credit risk, for
example when the instrument has an external “investment grade” rating.

The decrease in value with respect to debt instruments measured according to a
depreciated cost shall be carried to profit or loss against a provision while the decrease
in value with respect to debt instruments measured at fair value through other
comprehensive income will be attributed against a capital reserve and will not reduce
the book value of the financial asset in the statement of financial position.

Write-off of financial assets:
The Partnership writes-off a financial asset when, and only when:
(@) The contractual rights to the cash flows from the financial asset expired, or

(b) The Partnership materially transfers all of the risks and benefits that derive from
the contractual rights to receive the cash flows from the financial asset or when
part of the risks and benefits upon transfer of the financial asset remain in the
hands of the entity but it can be said that it transferred control over the asset.

(c) The Partnership retains the contractual rights to receive the cash flows that derive
from the financial asset, but assumes a contractual obligation to pay such cash
flows in full to a third party, without substantial delay.

Financial liabilities:

On the date of first-time recognition, the Partnership measures the financial liabilities
that are subject to IFRS 9 at fair value, less transaction costs that can be directly
attributed to the issuance of the financial liability.

Subsequently to the date of first-time recognition, the Partnership measures all of the
financial liabilities according to the amortized cost method.

12



Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 2 — Significant Accounting Policies (Cont.):
B. Financial instruments (Cont.):

5)

6)

7)

Write-off of financial liabilities:

The Partnership writes-off a financial liability when, and only when it is retired — i.e.,
when the liability that was defined in the contract is paid or cancelled or expires.

A financial liability is retired when the debtor pays the liability by payment in cash,
with other financial assets or is legally released from the liability.

In the event of a change of conditions with respect to an existing financial liability, the
Partnership examines whether the terms and conditions of the liability are materially
different than the existing conditions.

When a material change is made in the conditions of an existing financial liability, the
change is treated as a write-off of the original liability and a recognition of a new
liability. The difference between the balance of the two aforesaid liabilities in the
financial statements is carried to profit or loss.

If the change is immaterial, the Partnership is required to update the liability amount,
i.e., capitalize the new cash flows at the original effective interest rate, with the
differences carried to profit or loss.

Upon examining whether the change to the conditions of an existing liability is
material, the Partnership takes qualitative and quantitative considerations into account.

Setoff of financial instruments:

Financial assets and financial liabilities are offset and the net amount presented in the
statement of financial position if there is a legally enforceable right to offset the
amounts recognized, and there is an intention to retire the asset and the liability on a
net basis or to dispose of the asset and settle the liability simultaneously. The setoff
right must be legally enforceable, not only in the ordinary course of business of the
parties to the contract but also in the event of bankruptcy or insolvency of one of the
parties. For the setoff right to be available immediately, it cannot be contingent on a
future event or, occasionally inapplicable or, expire pursuant to certain events.

Embedded derivatives:

Pursuant to the provisions of IFRS 9, derivatives embedded in financial assets shall not
be separated from a host contract. Such hybrid contracts shall be measured in their
entirety at a depreciated cost or at fair value, according to the criteria of the business
model and contractual cash flows.

When a host contract does not fulfill the definition of a financial asset, an embedded
derivative is separated from the host contract and treated as a derivative when the
economic risks and characteristics of the embedded derivative are not tightly connected
to the economic risks and characteristics of the host contract, the embedded derivative
fulfills the definition of a derivative and the hybrid instrument is not measured at fair
value when the differences are carried to profit or loss.

13



Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 2 — Significant Accounting Policies (Cont.):
B. Financial instruments (Cont.):

7)

8)

Embedded derivatives (Cont.):

The need to separate an embedded derivative is reassessed only when there is a change
in the engagement which significantly affects the cash flows from the engagement.

Derivative financial instruments for hedging (protection) purposes:

The Partnership occasionally performs engagements in derivative financial instruments
such as foreign currency forward contracts and interest rate swap (IRS) transactions in
order to protect itself against the risks entailed by interest rate and foreign currency
exchange rate fluctuations.

Profits or losses deriving from changes in the fair value of derivatives that are not used
for hedging purposes are immediately carried to profit or loss.

Hedging transactions qualify for hedging accounting, inter alia, when on the hedging
creation date there is formal documentation and designation of the hedging relations
and of the purpose of the risk management and the Partnership’s strategy to perform
hedging. The hedging is examined on an ongoing basis and it is determined in practice
to be highly effective in the financial reporting period for which the hedging is
designated. Hedging (protection) transactions are treated as follows:

Cash flow hedqging:

The effective part of the changes in the fair value of the hedging instrument is
recognized in other comprehensive profit (loss) while the ineffective part is
immediately carried to profit or loss.

Other comprehensive profit (loss) is carried to profit or loss when the hedging
transaction results are carried to profit or loss. For example, in periods when interest
revenues or expenses are recognized or when an anticipated sale occurs.

When the hedged item is a non-financial asset or liability, their cost also includes the
amount of profit (loss) from the hedging instrument.

The Partnership is stopping to apply hedge accounting henceforth only when all or part
of the hedge ratios cease to fulfill the entitling criteria (after taking into account a
rebalance of the hedge ratios, if applicable), including cases where the hedging
instrument expires, is sold, cancelled or settled. When the Partnership discontinues the
application of hedge accounting, the amount that accrued in the hedge fund remains in
the hedge fund until the cash flow materializes or is carried to profit or loss if the
hedged future cash flows are no longer expected to materialize.

14



Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 2 — Significant Accounting Policies (Cont.):

C. First-time application of IFRS 9 — Financial Instruments:

The Partnership chose to apply the provisions of New IFRS 9 retroactively without

restatement of comparison figures.

The Partnership recognizes any difference between the previous book value and the book
value on the date of first-time application in the surplus opening balance. Below is the effect

of the first-time application of IFRS 9:

As reported

In accordance

in the past The change with IFRS 9
As of January 1, 2018
Retained earnings 439,692 2,114 441,806
Capital reserve for financial assets available for sale and cash
flow hedging transactions 9,198 5(2,100) 7,098
Short term investments 278,826 (112) 278,714
Trade and other payables (122,355) 126 (122,229)
Total equity 618,478 14 618,492
Note 3 — Investments in Petroleum and Gas Assets:
A. Composition:
31.3.2018 31.3.2017 31.12.2017
Unaudited Unaudited Audited
Appraisal and exploration assets 114,321 138,642 114,186
Petroleum and gas assets 2,077,804 1,913,781 1,909,485
Total 2,192,125 2,052,423 2,023,671

5 In the context of the New IFRS 9 the right to receive royalties in relation to the sale of Karish and Tanin leases (see

Note 4E below) is now stated according to fair value to profit and loss.
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Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 3 — Investments in Petroleum and Gas Assets (Cont.):

B. Developments in Investments in Petroleum and Gas Assets:

1. Michal-Matan Joint Venture (Tamar and Dalit Leases):

a)

b)

Appraisal of the natural gas and condensate reserves in the Tamar gas field:

According to a report prepared in February 2018 by Netherland Sewell & Associates
Inc. (“NSAI”), which is a certified, expert and independent reserve evaluator),
according to the SPE-PRMS rules, the natural gas reserves in the Tamar project
(consisting of the Tamar and Tamar SW reservoirs), which are classified as reserves
under production, as of December 31, 2017, and which are classified as proved
reserves, are approx. 221.9 BCM and the quantity of reserves classified as proved +
probable reserves is approx. 313.2 BCM.

According to the said report, the condensate reserves in the Tamar and Tamar SW
reservoirs classified as reserves under production as of December 31, 2017, which are
classified as proved reserves, are approx. 10.2 million barrels and the quantity of
reserves classified as proved + probable reserves is approx. 14.4 million barrels. Such
reserves do not include the reserves that overflow into the Eran license. See Section 4
below regarding uncertainty in the evaluation of reserves.

Appraisal of contingent resources in the Dalit lease:

According to a report prepared in March 2018 by NSAI, according to PRE-PRMS
rules, the amount of the contingent resources in the Dalit lease, classified at the
Development Pending justification stage, as of December 31, 2017, ranges between
approx. 6.1 BCM (low estimate) and approx. 9.5 BCM (high estimate). In the
resource report, it is indicated that the contingent resources are contingent upon the
approval of a project which includes an approved development plan and a reasonable
projection for sales of natural gas. See Section 4 below regarding uncertainty in the
appraisal of the contingent resources.

2. Ratio-Yam Joint Venture:

a)

Appraisal of reserves and contingent resources in the Leviathan leases:

According to a report that was prepared in March 2018 by NSAI, according to SPE-
PRMS rules, according to a reserves and contingent and prospective resources in the
leases report, updated as of February 28, 2018, the overall quantity of resources is
estimated at approx. 605 BCM and is divided into categories of resources classified
as reserves and resources classified as contingent. The quantity of reserves Approved
for Development, classified as Proved Undeveloped is approx. 266.5 BCM and the
quantity of reserves classified as Proved + Probable Reserves is approx. 358.3 BCM.

Additionally, there are approx. 16.9 million barrels of condensate reserves in the
leases, in the sub-class of Approved for Development, in the sub-category of Proved
Undeveloped, and there are approx. 22.7 million barrels of reserves classified as
Proved + Probable Reserves.

In the contingent resources report, the contingent resources were divided into two
categories, which relate to each of the development stages of the reservoir, as follows:
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Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 3 — Investments in Petroleum and Gas Assets (Cont.):
B. Developments in Investments in Petroleum and Gas Assets (Cont.):
2. Ratio-Yam Joint Venture (Cont.):
a) Appraisal of reserves and contingent resources in the Leviathan leases (Cont.):

3.

b)

Phase 1- First Stage - contingent resources which are classified at the Development
Pending stage, these resources are contingent on the decisions to perform additional
drillings and on the execution of additional agreements for the sale of natural gas.
Future Development — resources contingent on the adoption of another investment
decision, in accordance with Phase 1 - Second Stage in the development plan and
with an additional stage (insofar as the development plan is updated) and on the
execution of additional agreements for the sale of natural gas range between approx.
339.2 BCM (the high estimate) and approx. 207.3 BCM (the low estimate) and
condensate contingent resources range between approx. 21.5 million barrels (the high
estimate) and approx. 13.1 million barrels (the low estimate). See Section 4 below
regarding uncertainty in the appraisal of reserves.

Development drillings in the context of the development plan:

Pursuant to the provisions of Note 7C2 to the Annual Financial Statements, as of the
date of approval of the Condensed Interim Financial Statements, the Ensco DS-7
drilling rig finished drilling the bottom part of the Leviathan 3 well to its final depth
and began to drill the bottom part of the Leviathan 7 well to its final depth.
Subsequently to finishing the Leviathan 7 well, the drilling rig shall perform
completion of the production drillings in the Leviathan project.

Additional details regarding the Partnership’s licenses:

a)

b)

Pursuant to the provisions of Note 7C8 to the Annual Financial Statements, to date,
the mediation proceeding in relation to Eran/353 license has not yet been exhausted,
and on May 6, 2018, the parties moved the court to allow them to update on its results
by July 6, 2018. As of the date of approval of the Condensed Interim Financial
Statements, a decision in the motion has not yet been issued.

Pursuant to the provisions of Note 7C5 to the Annual Financial Statements, on
January 16, 2018, the Operator forwarded to the Petroleum Commissioner at the
Ministry of Energy (the “Commissioner”) an updated work plan for the Alon D
license.

Pursuant to the provisions of Note 7C7 to the Annual Financial Statements, on April
15, 2018 Ratio Oil Exploration (1992), Limited Partnership (“Ratio”) notified that the
Commissioner notified that he is extending the Roi license until July 14, 2018, subject
to the change of the work plan in the license.
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Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 3 — Investments in Petroleum and Gas Assets (Cont.):
B. Developments in Investments in Petroleum and Gas Assets (Cont.):

4. Appraisals of reserves of natural gas, condensate and contingent resources:

The above estimates regarding the reserves of natural gas, condensate and contingent
resources in the Partnership’s rights in the leases and in the licenses for oil and gas
exploration are based, inter alia, on geological, geophysical, engineering and other
information which has been received from the wells and from the Operator of the said
rights. The aforesaid estimates constitute professional conjectures and estimates by
NSAI, with respect to which there is no certainty. The actual quantities of natural gas
and/or condensate to be produced may differ from the aforesaid conjectures and
assessments, as a result, inter alia, of operational and technical conditions and/or
regulatory changes and/or conditions of supply and demand in the natural gas and/or
condensate market and/or commercial conditions and/or as a result of the actual
performance of the reservoirs. The aforesaid conjectures and assessments may be updated
insofar as additional information accumulates and/or as a result of a gamut of factors
related to oil and natural gas exploration and production projects.

Note 4 — Additional Information:
A. Engagement for the export of natural gas from the Tamar project:

In February 2018, an agreement for the export of natural gas from Tamar Project to Egypt
was signed between the Partnership and Noble (jointly below in this Section, the “Sellers”)
and Dolphinus Holdings Limited® (“Dolphinus”) (below in this section, the “Export from
Tamar Agreement”), the scope of which is significantly larger than the agreement for
supply of natural gas that was signed between the Tamar partners and Dolphinus on March
17, 2015 and which was executed with the intention of replacing it.

The Sellers approached the other partners in the Tamar Project aiming to assign the Export
from Tamar Agreement to the other Tamar Partners or to engage with them in agreements for
the purchase of the natural gas from Tamar project, according to the terms of the Export from
Tamar Agreement for the sale thereof to Dolphinus. As of the date of approval of the
financial statements, the Export from Tamar Agreement has not been assigned yet and the
engagement with the other Tamar partners in such agreements has not been carried out yet.

In the Export from Tamar Agreement it was provided that the gas supply to Dolphinus would
be first on an interruptible basis. Within the Export from Tamar Agreement the Sellers were
granted an option to notify Dolphinus that the basis of the gas supply (in whole or in part)
would become a firm basis (hereinafter in this Section: the “Option”). Exercise of the Option
may be done by the Sellers, in whole or in part, during the period commencing in July 2020
and ending in the end of December 2021, or during another period, as shall be agreed
between the Sellers and Dolphinus. From the Option Exercise date, as aforesaid, the Sellers
will be obligated to supply Dolphinus with an annual quantity of up to approx. 3.5 BCM
(according to the scope of quantities with respect of which the Option will be exercised) and
Dolphinus will be obligated to purchase or pay for a minimal annual amount of natural gas
according to a mechanism determined in the Export from Tamar Agreement. The total
contractual gas quantity stated in the Export from Tamar Agreement is approx. 32 BCM.

6 To the Partnership’s best knowledge, the buyer is a company which engages in natural gas trade and intends to
supply gas to large industrial and commercial consumers in Egypt.
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Note 4 — Additional Information (Cont.):
A. Engagement for the export of natural gas from the Tamar project (Cont.):

The price of the gas to be supplied to Dolphinus under the Export from Tamar Agreement,
will be determined according to a formula based on the price of a Brent oil barrel.

The supply according to the Export from Tamar Agreement is expected to begin upon the
regulation of the use of the infrastructures necessary for the transmission of natural gas to
Egypt. The supply will continue up to the supply of the total contractual quantity set forth in
the Export from Tamar Agreement or up to December 2030, whichever is earlier.

The Export from Tamar Agreement includes several conditions precedent, mainly regarding
the receipt of regulatory approvals in Israel and Egypt (including the receipt of approvals for
the gas export and import as aforesaid), entering agreements which will allow use of the
transmission infrastructure, including execution of transmission agreements between the
Sellers and INGL (if necessary) receipt of guarantees in favor of the Sellers as required in the
Export from Tamar Agreement, as well as receipt of approvals from the tax authorities in
Israel regarding transactions contemplated in the Export from Tamar Agreement. It is
clarified that there is no certainty that the sale of gas to Dolphinus under the Export from
Tamar Agreement will materialize, due to the non-fulfillment of the conditions precedent in
the Export from Tamar Agreement, in whole or in part, etc.

Note that as of the date of approval of the Condensed Interim Financial Statements, the
Partnership is examining, together with its partners, various options for piping natural gas
from Israel to Egypt, including through Jordan (using the Pan-Arabic pipe), the construction
of a new offshore pipe to Egypt and the construction of a new onshore connection between
the Israeli transmission system and Egypt (in the Nizana or Kerem Shalom area). At the same
time, the Partnership is conducting, together with Noble and Egyptian entities, negotiations
with the various rights holders in EMG for examining the purchase of rights in EMG in order
to use the gas pipe owned by EMG for piping natural gas from lIsrael to Egypt. It is
emphasized that these negotiations do not obligate the parties up to the execution of binding
agreements and there is no certainty that such binding agreements will be executed.

Note further that the taking effect of binding agreements (if and insofar as any will be signed)
will be subject to the fulfillment of various conditions precedent, inter alia, obtaining all of
the regulatory approvals that are required pursuant to any and all laws, conducting of
technical tests in order to examine and confirm the possibility of using the EMG pipe and
resolution of the open arbitrations of EMG and its shareholders.
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Note 4 — Additional Information (Cont.):

B. On February 21, 2018 an agreement on an interruptible basis was signed between the Tamar
partners and Israel Chemicals Ltd. (“ICL”) for the supply of natural gas (the “ICL from
Tamar Agreement”). The supply period under the ICL from Tamar Agreement shall begin
on February 1, 2018 and expire on September 1, 2020. Pursuant to the ICL from Tamar
Agreement, in the event of a delay in the date of commencement of commercial production
from the Tanin and Karish reservoirs, the period of the ICL from Tamar Agreement shall be
automatically extended by additional periods of six months each, until the date of
commencement of commercial production from the Tanin and Karish reservoirs or until
December 31, 2025, whichever is earlier. It was further determined that ICL shall be entitled
to notify the Tamar partners of the termination of the supply agreement upon the expiration
of each of the aforesaid extension periods. If the agreement for the supply of gas to ICL from
the Tanin and Karish reservoirs will be terminated, the period of the ICL from Tamar
Agreement shall be automatically extended until December 31, 2025.

C. Engagements for the supply of natural gas from the Leviathan project:

l.a. Pursuant to the provisions of Note 12C2B to the Annual Financial Statements
pertaining to an agreement for the export of natural gas from the Leviathan project to
Jordanian National Electric Power Company (the “Export Agreement”), on March 7,
2018 the Partnership notified that all of the conditions precedent that were set forth in
the aforesaid Export Agreement have been met.

b. Pursuant to the provisions of Note 12C2 to the Annual Financial Statements pertaining
to agreements for the sale of natural gas from the Leviathan project, on May 9, 2018
(after the date of the statements of financial position), the Partnership notified that all of
the conditions precedent in the agreement for the supply of natural gas from the
Leviathan project to I.P.M. Beer Tuvia Ltd. have been met.

2. Agreement for natural gas export from the Leviathan project to Dolphinus:

In February 2018, an agreement was signed between the Partnership and Noble (jointly
below in this section, the “Sellers”) and Dolphinus (below in this section, the
“Purchaser”) for the export of natural gas from the Leviathan Project to Egypt (below
in this section, the “Export from Leviathan Agreement”), which was signed
pursuant to the non-binding LOI that was signed in November 2015.

The Sellers contacted the other partner in the Leviathan project (the “Other Partner”),
aiming to assign the Export from Leviathan Agreement to the Other Partner or to enter
into agreements therewith for the purchase of the natural gas from the Leviathan
Project, in accordance with the terms and conditions of the Export from Leviathan
Agreement, for the purpose of sale thereof to Dolphinus. As of the date of approval of
the Condensed Interim Financial Statements, the Export from Leviathan Agreement
has not yet been assigned and agreements as aforesaid with the Other Partner are yet to
be entered into.
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Note 4 — Additional Information (Cont.):
C. Engagements for the supply of natural gas from the Leviathan project (Cont.):
2. Agreement for natural gas export from the Leviathan project to Dolphinus (Cont.):

In the Export from Leviathan Agreement it was determined that the supply of gas to
the Purchaser will be on a firm basis. The Sellers undertook to supply the Purchaser
with an annual quantity of approx. 3.5 BCM and the Purchaser undertook to take or
pay for a minimal quantity according to the mechanism set forth in the agreement. The
total contractual gas quantity stated in the Export from Leviathan Agreement is approx.
32 BCM.

The price of gas to be supplied to the Purchaser pursuant to the Export from Leviathan
Agreement will be determined according to a formula based on the price of a Brent oil
barrel. The supply pursuant to the Export from Leviathan Agreement is expected to
begin with the commencement of production from the Leviathan reservoir. The supply
will last until the supply of the total contractual quantity set forth in the Export from
Leviathan Agreement or until December 2030, whichever is earlier.

The Export from Leviathan Agreement includes several conditions precedent, mainly
the receipt of regulatory approvals in Israel and Egypt (including receipt of approvals
for the export and import of the gas as stated), entering agreements that will enable the
use in transmission infrastructure, including the signing of transmission agreements
between the Sellers and INGL (if required), the receipt of guarantees in favor of the
Sellers as required pursuant to the Export from Leviathan Agreement, and receipt of
approvals from the Israeli Tax Authorities in respect of the transactions that are the
subject of the Export from Leviathan Agreement.

It is clarified that there is no certainty that the sale of the gas to the Purchaser under the
Export from Leviathan Agreement will be realized, due to the non-fulfillment of the
conditions precedent in the Export from Leviathan Agreement, in whole or in part, etc.

Note that as of the date of approval of the Condensed Interim Financial Statements, the
Partnership is continuing to examine, together with its partners, various options for
piping natural gas from Israel to Egypt, including through Jordan (using the Pan-
Arabic pipe), through the northern pipe to Jordan and/or the construction of a new
offshore pipe to Egypt and the construction of a new onshore connection between the
Israeli transmission system and Egypt (in the Nizana or Kerem Shalom area). At the
same time, the Partnership is conducting, together with Noble and Egyptian entities,
negotiations with the various right holders in EMG for examining the purchase of
rights in EMG in order to use the gas pipe owned by EMG for piping natural gas from
Israel to Egypt. It is emphasized that these negotiations do not obligate the parties up
to the execution of binding agreements and there is no certainty that such binding
agreements will be executed.

It is also noted, that the taking effect of binding agreements (if and to the extent
signed) will be subject to the fulfillment of various conditions precedent, inter alia, the
receipt of all of the regulatory approvals required under any law, the performance of
technical tests in order to examine and approve the possibility of using EMG’s pipe
and the settlement of the open arbitrations of EMG and its shareholders.
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Note 4 — Additional Information (Cont.):
C. Engagements for the supply of natural gas from the Leviathan project (Cont.):

3. On February 21, 2018 an agreement was signed between the Leviathan project partners
and ICL for the supply of natural gas (the “ICL from Leviathan Agreement”). The
period of the supply agreement shall begin on the date of piping of the gas in
commercial quantities from the Leviathan project and expire on September 1, 2020.

As the Leviathan partners were informed by ICL, ICL engaged in an agreement for the
purchase of natural gas from the Tanin and Karish leases (the “Tanin Karish
Agreement” and “Tanin and Karish Reservoirs”, respectively). Therefore, pursuant
to the provisions of the Gas Framework and the orders of the Antitrust Authority, the
Leviathan partners and ICL agreed that in the event of a delay in the date of the
commencement of commercial production from the Tanin and Karish Reservoirs, the
term of the agreement shall be automatically extended by additional periods of six
months each, until the date of the commencement of commercial production from the
Tanin and Karish Reservoirs or until December 31, 2025, whichever is earlier. It was
further determined that ICL shall be entitled to notify the Leviathan partners of the
termination of the supply agreement upon the expiration of each of the aforesaid
extension periods. The supply agreement further determined that if the Tanin Karish
Agreement will be terminated, the period of the supply agreement shall be
automatically extended until December 31, 2025.

The Leviathan partners undertook to supply ICL with an annual quantity of natural gas
in the scope of approx. 0.38 BCM, pursuant to the terms and conditions set forth in the
supply agreement. ICL undertook to take or pay. The supply agreement further
determined a mechanism for increasing the gas quantity that will be supplied to the
buyer, up to an annual amount in the scope of approx. 0.76 BCM.

The supply agreement set forth that the gas price shall be linked in part to the Brent oil
barrel price and in part to the electricity production tariff, as the same will be
determined from time to time by the PUA-E, including a “floor price”.

D. Investment in a company accounted for at equity:

1. Pursuant to the provisions of Note 6 to the Annual Financial Statements, in March 2018
the company accounted for at equity Tamar Petroleum purchased from Noble 7.5% (out
of 100%) of the rights in the Tamar and Dalit leases, inter alia, in consideration for a
private allotment of 43.5% of the Tamar Petroleum shares (post allotment). Pursuant to
the aforesaid, the Partnership’s rate of holding in Tamar Petroleum dropped to approx.
22.6% of the equity rights’. The Partnership’s share in the results of Tamar Petroleum
in the report period, and the effect of the decrease in the holding rate were included in
the Partnership’s share of earnings (losses) of company accounted for at equity, net
item.

2. On March 20, 2018 the board of directors of Tamar Petroleum decided on a dividend
distribution in the amount of approx. $32 million (approx. $0.36 per share), of which
the Partnership’s share is approx. $7.2 million. The aforesaid dividend was received in
April 2018.

"It is clarified that no change occurred in the voting rights of the Partnership in the company accounted for at equity
(16.67%) following the closing of the said transaction with Noble, due to the waiver by Noble of all of the voting
rights attached to the Tamar Petroleum shares that were allotted thereto.
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Note 4 — Additional Information (Cont.):

E. Pursuant to the provisions of Note 8B to the Annual Financial Statements regarding an
agreement for the sale of rights in 1/17 Karish and 1/16 Tanin leases (jointly below, the
“Leases”), on March 27, 2018 the Partnership received a notice from Energean according to
which, on March 22, 2018 Energean adopted a final investment decision in relation to the
development of the Leases. Pursuant to the terms of the agreement, the Partnership is entitled
to receive, starting from the date of adoption of the investment decision as aforesaid, the
amount of $108.5 million, in ten equal annual installments plus interest according to the
mechanism and rate set forth in the agreement, and to royalties in relation to natural gas and
condensate that will be produced from the Leases. Note that in March 2018, the Partnership
received the first installment.

The finance income item in the report period includes a sum of approx. $45 million deriving
from an update of receivables in respect of the component of future-production-based
royalties (the “Royalties”) and receivables in relation to a final investment decision (the
“Receivables”) that derived from the sale of all of the Partnership’s rights in the Leases.
Such update derives mainly from changes in the cap rates, bringing forward of the date of the
investment decision on the development of the Leases, updating of the contingent resources
and hydrocarbon liguids (condensate and natural gas liquids) and a production rate forecast.

Below are main parameters out of the valuations that were used to measure the Royalties and
the Receivables: cap rate for the Receivables is estimated at 7.5%; the cap rate estimated for
the Royalties component is estimated at 11%; the sum total of the contingent resources of
natural gas and hydrocarbon liquids that were used for the valuation to measure the Royalties
were estimated at approx. 67 BCM and approx. 33 MMBBL, respectively.

F. In March 2018, the Partnership released a shelf offering report, under which Delek Group
offered, inter alia, participation units of the Partnership, within a full exchange tender offer
that Delek Group wishes to carry out with the shares of Delek Energy. In April 2018, Delek
Group and the Partnership notified that the condition to the taking effect of the aforesaid
tender offer was not fulfilled.

G. In April 2018 (after the date of the statements of financial position), the Israeli partners in the
Leviathan project provided an additional guaranty in favor of the Israel Tax Authority
(Customs) in relation to equipment which is imported by the Operator for the purpose of
development of the Leviathan project. The Partnership’s share in the aforesaid guaranty is in
the amount of approx. ILS 188 million. As of the date of approval of the Condensed Interim
Financial Statements, the Partnership’s share in the guaranties that were provided for the
benefit of Customs in relation to the Tamar and Leviathan projects amounts to approx. ILS
375 million.

H. Pursuant to the provisions of Note 21C1 to the Annual Financial Statements, On February 19,
2018 the Partnership announced that the CEO of the General Partner, Mr. Abu notified the
Partnership that the board of directors of Delek Energy approved his appointment as the CEO
of Delek Energy, subject to the receipt of all of the approvals required pursuant to law, in
addition to his position as the CEO of the General Partner, and such that his main
engagement will continue to be the CEO of the General Partner.
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Note 4 — Additional Information (Cont.):
H. (Cont.):

Following the aforesaid, Mr. Abu reached an agreement with the General Partner and Delek
Energy, under which he will continue to serve in his current office as the CEO of the General
Partner in an approx. 80% position (instead of 100%), and he will also concurrently serve as
the CEO of Delek Energy in a 20% position, subject to the receipt of all of the approvals
required therefor in the Partnership and in Delek Energy (including approval from the general
meeting of the Partnership (see Section 12 below). Mr. Abu will update the audit committee
and the board of directors on any matter where a concern shall arise for the creation of a
conflict of interests between his office as the CEO of the General Partner and his office as the
CEO of Delek Energy, and he will act pursuant to their instructions on such matter. The
parties agreed that the General Partner will continue to bear the entire compensation of Mr.
Abu (100% position) and a settlement of accounts will be held between the General Partner
and Delek Energy for bearing the share of Delek Energy (20%) of the total cost of Mr. Abu’s
compensation, including all of the compensation components to which he is entitled under
the current employment terms pursuant to the Second Employment Agreement. Furthermore,
for his service as a director in companies held by the Partnership or Delek Energy, Mr. Abu
will be entitled to customary compensation.

I. The Partnership notified of the convening of a special annual general meeting that shall be
held on May 17, 2018 that shall have, inter alia, the following issues on its agenda:

1.  To authorize the General Partner to perform an issue of participation units and/or
securities convertible into participation units during the period from the date of the
meeting’s approval until May 6, 2021, in such scope and under such terms and
conditions as will be determined pursuant to the General Partner’s decision and subject
to the entire proceeds of the issue (or issues) in the aforesaid period shall not exceed the
amount in ILS that is equal to U.S. $300 million.

2. To approve the changes to the terms of office and employment of Mr. Yossi Abu, CEO
of the General Partner, as specified in paragraph H above.

J. Pursuant to the provisions of Note 1211 to the Annual Financial Statements pertaining to a
claim to return royalties, the court decided, inter alia, to reschedule the concluding pre-trial
to July 18, 2018.

K. Pursuant to the provisions of Note 20C6 to the Annual Financial Statements pertaining to the
provisions of Section 19 of the Taxation of Profits and Natural Resources Law, on April 17,
2018 the Supreme Court ruled that the appeal that was filed by the General Partner in the
Partnership with the Supreme Court from the judgment of the District Court in the motion
and the appeal that was filed with the Supreme Court in the matter of Isramco Negev 2
Limited Partnership, shall be scheduled to be heard on the same date and before the same
panel. On May 2, 2018 the court scheduled a trial date for the purpose of completing the
hearing to March 18, 20109.
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Note 4 — Additional Information (Cont.):

L.

Pursuant to the provisions of Note 1212 to the Annual Financial Statements pertaining to the
motion for class certification by an IEC consumer, in April 2018 counsel for the late
petitioner filed an agreed motion to replace him with his widow, subject to the filing of a
supplemental affidavit on her behalf, and on the same day the motion was granted by the
court. The cross-examinations of the affiants on behalf of the State were conducted on May
6, 2018. The cross-examinations of the other affiants in the proceeding were scheduled for
May 22, 2018 and June 26, 2018. The Partnership estimates, based on the opinion of the legal
counsel, that the chances of the class certification motion being granted are less than 50%.

Note 5 — Financial Instruments:
Fair value of financial instruments:

A. The fair value of the financial instruments presented in the financial statements is at or

around their book value, with the exception of issued bonds whose fair value, as of March 31,
2018, is approx. $1,696.6 million (as of December 31, 2017: approx. $1,695 million, as of
March 31, 2017: approx. $2,107.5 million), and whose book value is approx. $1,674.1
million (as of December 31, 2017: approx. $1,664 million, as of March 31, 2017: approx.
$1,989.3 million).

Set forth below are figures regarding the fair value hierarchy of the financial instruments
measured at fair value which were recognized in the Condensed Statements of Financial
Position:

31.3.2018

Unaudited

Level 1 Level2 Level3 Total

Financial assets at fair value through profit
or loss:
- Bonds 83,896 - - 83,896
- Structured deposits® i . 49859 49859

- Contingent proceeds from the sale of the

Karish and Tanin leases in respect of future-

production-based royalties (See Note 4E

above)® -
- Receivables from the sale of the Karish and

Tanin leases in respect of a final investment

decision for the development of the Karish

Tanin leases (See Note 4E above)*® - 86,700 - 86,700

- ETFs 14,181 - - 14,181
98,077 86,700 164,459 349236

114,600 114,600

8 In the report period structured deposits in the amount of approx. $10 million were repaid, structured deposits in the
amount of approx. $15 million were purchased and the balance of the deposits was revaluated at the amount of
approx. $42 thousand (an expense).

% In the report period the balance was revaluated at the amount of approx. $26 million (revenue).

10 In the report period approx. $10.8 million were received. The balance was revaluated at approx. $19 million
(revenue) and classified from Level 3 to Level 2.
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Delek Drilling — Limited Partnership

Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 5 — Financial Instruments (Cont.):
Fair value of financial instruments (Cont.):
B. (Cont.):

Financial assets at fair value through profit
or loss:
- Bonds

- Financial derivatives

- Contingent proceeds from the sale of the
Karish and Tanin leases in respect of future-
production-based royalties

Financial assets available for sale:

- Contingent proceeds from the sale of the
Karish and Tanin leases in respect of a final
investment decision for the development of
the Karish Tanin leases

- ETF

26

31.3.2017
Unaudited
Level 1 Level 2 Level 3 Total

83,280 - - 83,280
- - 462 462
- - 76,700 76,700
- - 68,200 68,200
4,605 - - 4,605
87,885 - 145,362 233,247




Delek Drilling — Limited Partnership
Notes to the Condensed Interim Financial Statements as of March 31, 2018 (Dollars in thousands)

Note 5 — Financial Instruments (Cont.):
Fair value of financial instruments (Cont.):
B. (Cont.):

31.12.2017

Level 1 Level 2 Level 3 Total

Financial assets at fair value through profit
or loss:

- Bonds 95,070 - - 95,070
- Contingent proceeds from the sale of the

Karish and Tanin leases in respect of future-

production-based royalties'! - 88,600 88,600

- ETFs 14,093 ; - 14,093
Financial assets available for sale:

- Contingent proceeds from the sale of the
Karish and Tanin leases in respect of a final
investment decision for the development of
the Karish Tanin leases'? -

78,500 78,500

109,163 - 167,100 276,263
Financial liabilities at fair value through
profit or loss:
- Financial derivatives® - - 126 126

Note 6 — Events Subsequent to the Date of the Statements of Financial Position:
A. For details on development drillings, see Note 3B2(b) above.

B. For details on the fulfillment of the conditions precedent in the engagement for supply of
natural gas from the Leviathan project agreement, see Note 4C1(b) above.

C. For details on the provision of a guaranty for the benefit of the Israel Tax Authority
(Customs) in relation to equipment imported for the Leviathan project, see Note 4G above.

D. For details on legal proceedings, see Notes 4K and 4L above.

11 In 2017, the balance was revaluated at approx. $14,900 thousand that was recognized in profit or loss in the
financing revenues item.

2 1n 2017, the balance was revaluated at approx. $11,900 thousand of which approx. $2,100 thousand was
recognized in other comprehensive income and approx. $9,800 thousand was recognized in profit or loss in the
financing revenues item.

13 1n 2017, the balance was revaluated at approx. $558 thousand that was recognized in profit or loss in the financing
expenses item.
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Delek Drilling - Limited Partnership

Proforma Condensed Interim Financial Statements for the Three-Month Period Ended
March 31, 2017
Unaudited

in U.S. Dollars in Thousands

This report is a translation of Delek Drilling - Limited Partnership's Hebrew-language proforma condensed
interim financial statements. It is prepared solely for convenience purposes. Please note that the Hebrew version
constitutes the binding version, and in the event of any discrepancy, the Hebrew version shall prevail.
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Unaudited
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working world

Auditors’ report to the partners of Delek Drilling - Limited Partnership

Introduction

We have reviewed the accompanying proforma financial information of Delek Drilling - Limited
Partnership (the “Partnership”), which includes the Condensed Proforma Statement of
Comprehensive Income for the three-month period ended March 31, 2017. The board of
directors and management of the Partnership's general partner are responsible for the preparation
and presentation of proforma financial information for such interim period in accordance with
the accounting policy specified in Note 2 and the assumptions specified in Note 3 to the
proforma financial information, and they are also responsible for the preparation of proforma
financial information for such interim period according to Regulation 38B of the Securities
Regulations (Periodic and Immediate Reports), 5730-1970. Our responsibility is to express a
conclusion on the proforma financial information for such interim period, based on our review.

Scope of Review

We conducted our review in accordance with Review Standard 1 of the Institute of Certified
Public Accountants in Israel “Review of Interim Financial Information Performed by the Auditor
of the Entity”. A review of interim financial information consists of making inquiries, primarily
with persons responsible for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an audit conducted in accordance
with Generally Accepted Auditing Standards in Israel, and consequently does not enable us to
obtain assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
aforesaid proforma financial information is not prepared, in all material respects, in accordance
with the accounting policy specified in Note 2 and the assumptions specified in Note 3 to the
proforma financial information.

In addition to the previous paragraph, based on our review, nothing has come to our attention
which causes us to believe that the aforesaid proforma financial information does not comply, in
all material respects, with the provisions of Regulation 38B of the Securities Regulations
(Periodic and Immediate Reports), 5730-1970.

Kost, Forrer, Gabbay & Kasierer Ziv Haft
Certified Public Accountants Certified Public Accountants

Tel Aviv, May 15, 2018



Delek Drilling - Limited Partnership

Proforma Condensed Interim Financial Statements of Comprehensive Income (Dollars in

thousands)

For the three-month period
ended March 31, 2017

Proforma
Actual Figures Adjustments Proforma Figures
Unaudited
Revenues:
From natural gas and condensate sales 145,047 (42,329) 102,718
Net of royalties 22,697 (6,559) 16,138
122,350 (35,770) 86,580
Expenses and costs:
Cost of production of natural gas and condensate 10,379 (3,100) 7,279
Depreciation, depletion and amortization expenses 15,078 (4,323) 10,755
Oil and gas exploration and other direct expenses 1,989 - 1,989
G&A expenses 2,633 (300) 2,333
Total expenses and costs 30,079 (7,723) 22,356
Partnership's share of earnings of company accounted
for at equity, net - 8,796 8,796
Operating profit 92,271 (19,251) 73,020
Finance costs (18,681) 3,969 (14,712)
Finance income 9,071 %) 9,066
Finance costs, net (9,610) 3,964 (5,646)
Income before levy 82,661 (15,287) 67,374
Petroleum and gas profit levy (3,796) - (3,796)
Net profit 78,865 (15,287) 63,578
Other comprehensive income for items which may
subsequently be reclassified to profit or loss:
Income from financial assets available for sale 137 - 137
Total other comprehensive income (loss) 137 - 137
Total comprehensive income 79,002 (15,287) 63,715
Basic and diluted profit per participation unit (in
dollars) 0.067 (0.013) 0.054
Weighted number of participation units for the
purpose of the said calculation (in thousands) 1,173,815 1,173,815 1,173,815

The attached notes constitute an integral part of the Proforma Condensed Interim Financial Statements.

May 15, 2018
Date of approval of the Gabi Last Yossi Abu Yossi Gvura
proforma financial statements  Stand-in Chairman of the CEO Deputy CEO
Board
Delek Drilling Delek Drilling Delek Drilling
Management (1993) Ltd. = Management (1993) Ltd.  Management (1993) Ltd.
General Partner General Partner General Partner



Delek Drilling - Limited Partnership

Notes to the Proforma Condensed Interim Financial Statements for the Period Ended March 31,

2017 (Dollars in thousands)

Note 1 - General:

A

The proforma event — the sale of participation rights at a rate of 9.25% of the Partnership’s
holdings in interests in the Tamar and Dalit reservoirs:

On July 2, 2017, Delek Drilling - Limited Partnership (“Delek Drilling” or the
“Partnership”) signed a sale agreement (the “Sale Agreement” or the “Agreement”) with
Tamar Petroleum Ltd. (““Tamar Petroleum” or the “Company”) for the sale of 9.25% of its
interests in the Tamar and Dalit leases.

For further details with respect to the Sale Agreement, see Note 7C1B to the Partnership’s
Financial Statements as of December 31, 2017.

Note 2 - Significant Accounting Policies:

A

The Partnership’s Proforma Condensed Interim Financial Statements (the “Proforma
Financial Statements”) should be read in conjunction with the Partnership’s Financial
Statements for December 31, 2017.

The significant accounting policies, subject to the proforma assumptions specified in Note 3
below, which were applied in the Proforma Financial Statements, are consistent with the
policies applied in the preparation of the Partnership’s Financial Statements as of December
31, 2017 and according to the provisions of Regulation 9A of the Securities Regulations
(Periodic and Immediate Reports), 5730-1970.

The Proforma Statements include Statements of Comprehensive Income for the period ended
March 31, 2017.

Note 3 - Proforma Assumptions:

A

In view of Note 1 above regarding the sale of participation rights at a rate of 9.25% of the
interests in the Tamar and Dalit reservoirs, these Proforma Statements were presented so as
to reflect the Partnership’s results of operations, subject to the following proforma
assumptions.

Below are the proforma assumptions for the Proforma Financial Statements of
Comprehensive Income:

1. The Partnership prepared the Proforma Financial Statements of Comprehensive Income
to reflect the transferred rights as if transferred on January 1, 2015.

2. Proforma G&A expenses were presented net of the share attributed to the object of sale
as estimated by the Partnership’s management out of the total G&A expenses of the
Partnership.

3. Proforma finance costs were presented net of 20% of the finance costs deriving from the
bonds of Tamar Bond repaid following the closing of the transaction.

4. The Partnership accounts for its investment in Tamar Petroleum by the equity method,
the application includes depreciation of excess of fair value over the book value which
was created upon the closing of the Sale Agreement, had it been closed on January 1,
2015.

3
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Delek Drilling

Report on the