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Israel Electric Corporation Ltd.

Series 2022 Aa.il outlook: Stable
Series 2029 Aa.il outlook: Stable
Series 26 Aa.il outlook: Stable
Series 27 Aa.il outlook: Stable
Series 25" Aaa.il outlook: Stable

Midroog affirms Aa2.il Rating of debentures, Series 28 and 29 (hereinafter: "the New Series") to be issued by
Israel Electric Corporation Ltd. (hereinafter: "IEC" or "the Corporation"), amounting up to NIS 1 billion in par
value.? Rating outlook is stable. The Corporation intends to issue the New Series in March 2017, or soon
thereafter. The issue objective is for debt re-financing, other current needs, including the Corporation
development plan. This rating also applies to outstanding debentures with no State guarantee, Series 2022,

2029, 26 and 27, issued by the Corporation.
Midroog affirms Aaa.il rating of debentures with State-guaranteed, Series 25. Rating outlook is stable.

Midroog believes the State's support for the Corporation and the dependence between the State and the
Corporation to be very high and significant foundations for the rating. Any deterioration in Midroog's

assessment with regard to the support and the dependence may result in a significantly lower rating.

The outstanding debentures which are rated by Midroog:

Series Securities ID Rating Outlook Maturity date
2022 6000129 Aa2.il Stable January 18, 2023
2029 6000186 Aa2.il Stable May 7, 2029

26 6000202 Aa2.il Stable October 12, 2023
27 6000210 Aa2.il Stable April 12, 2029
25 6000160 Aaa.il Stable July 9, 2017

For information about rating considerations, please refer to follow-up and rating action report dated
September 2016°.

About the Corporation

Israel Electric Corporation Ltd. is a Government corporation (the State of Israel owns 99.85% of shares4),
engaged in generation, transmission, distribution, supply of electricity, trade in electricity and construction of
required infrastructure for these operations. The corporation was incorporated in Israel in 1923. Corporation
operations are governed and supervised by the Electricity Market Law, which superseded the Electricity
Franchise Ordinance. Pursuant to the Electricity Market Law, the Public Utility Authority - Electricity (hereinafter:
"PUA") sets electricity tariffs and how they are to be revised, also setting the benchmarks for Corporation

! State-guaranteed.

2 The Corporation intends to issue two new series with different average duration and/or different linkage provisions.

3 These reports are available on Midroog's website at: www.midroog.co.il

4 The Corporation believes that the remaining shares are held by the public and some owners thereof may not be identifiable.

2 13/03/2017 Israel Electric Corporation Ltd. — Rating action


http://www.midroog.co.il/

MIDROOG

operations. PUA also grants contingent and fixed licenses for generation, distribution and supply in the
electricity market to all producers and supervises them in conformity with the specified benchmarks. The
Corporation is a monopoly in the Israeli electricity market, providing generation, transmission, distribution and
supply of the great majority of electricity consumed in Israel. The Corporation is subject to a regulatory
framework administered by PUA pursuant to the Electricity Market Law, 1996 — in existence for more than 20
years.
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Related reports

Rating — Israel Electric Corporation Ltd.

Methodology for rating regulated electricity and natural gas companies

Methodology for rating of Government-Related Issuer (GRI)

Midroog's credit scales and definitions

The reports are published on the Midroog website at www.midroog.co.il

General information

Date of rating report: March 13, 2017

Date of last revision of the rating: September 7, 2016

Date of first publication of the rating: July 14, 2010

Rating commissioned by: Israel Electric Corporation Ltd.
Rating paid for by: Israel Electric Corporation Ltd.

Information from the issuer

Midroog relies in its ratings inter alia on information received from competent personnel at the issuer.
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Local Long-Term Rating Scale

Aaa.il | Issuers or issues rated Aaa.il are those that, in Midroog judgment, have highest creditworthiness
relative to other local issuers.

Aa.il Issuers or issues rated Aa.il are those that, in Midroog judgment, have very strong creditworthiness
relative to other local issuers.

A.il Issuers or issues rated A.il are those that, in Midroog judgment, have relatively high creditworthiness
relative to other local issuers.

Baa.il | Issuers orissues rated Baa.il are those that, in Midroog judgment, have relatively moderate credit risk
relative to other local issuers, and could involve certain speculative characteristics.

Ba.il Issuers or issues rated Ba.il are those that, in Midroog judgment, have relatively weak
creditworthiness relative to other local issuers, and involve speculative characteristics.

B.il Issuers or issues rated B.il are those that, in Midroog judgment, have relatively very weak
creditworthiness relative to other local issuers, and involve significant speculative characteristics.

Caa.il | Issuers or issues rated Caa.il are those that, in Midroog judgment, have extremely weak
creditworthiness relative to other local issuers, and involve very significant speculative characteristics.

Ca.il Issuers or issues rated Ca.il are those that, in Midroog judgment, have extremely weak
creditworthiness and very near default, with some prospect of recovery of principal and interest.

C.il Issuers or issues rated C are those that, in Midroog judgment, have the weakest creditworthiness and
are usually in a situation of default, with little prospect of recovery of principal and interest.

Note: Midroog appends numeric modifiers 1, 2, and 3 to each rating category from Aa.il to Caa.il. The modifier
'1' indicates that the obligation ranks in the higher end of its rating category, which is denoted by letters. The
modifier '2' indicates that it ranks in the middle of its rating category and the modifier '3' indicates that the
obligation ranks in the lower end of that category, denoted by letters.
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Copyright © All rights reserved to Midroog Ltd. (hereinafter: “Midroog”).

This document, including this paragraph, is copyrighted by Midroog, and are protected by copyright and by intellectual property law. This document
may not be copied, scanned or photocopied, amended, distributed, duplicated, translated or displayed for any purpose whatsoever, commercial or
otherwise, without advance written consent from Midroog.

Caveat regarding the limitations of a rating and the risks of relying on a rating, and caveats and reservations in respect to the activity of Midroog Ltd.
and the information appearing on its website

Ratings and/or publications by Midroog are subjective opinions about future relative credit risks of entities relative to their credit obligations, debts
and/or debt-like financial instruments that apply on the date of their publication, and as long as Midroog has not changed the rating or has withdrawn
from it. Midroog's publications may contain assessments based on quantitative models of credit risks, as well as related opinions that served it in the
rating process. Ratings and publications by Midroog do not constitute a statement about the accuracy of the facts at the time of the publication or in
general. Midroog makes use of rating scales to issue relative prognoses of credit risks and/or entities risks and/or the risks of financial assets according
to definitions detailed in the scale itself. The choice of a symbol to reflect credit risk reflects solely a relative assessment of that risk. Midroog defines
credit risk as the risk that an entity may fail to meet its contractual financial obligations on schedule and estimated financial loss given default.
Midroog's ratings do not address any other risk, such as risks relating to liquidity, market value, change in interest rates, and fluctuation in prices or
any other element that influences the capital market.

The ratings and/or publications issued by Midroog do not constitute a recommendation to buy, hold, and/or sell bonds and/or other financial
instruments and/or make any other investment and/or forgo any of these actions.

Nor do the ratings and/or publications issued by Midroog constitute investment advice or financial advice, nor do they address the appropriateness of
any given investment for any specific investor, or constitute a recommendation for investment of any type whatsoever relying on the rating. Midroog
issues ratings on the assumption that anybody making use of the information therein and of the ratings will exercise due caution and conduct the
appropriate tests required himself and/or through authorized professionals, in order to personally assess the merit of any investment in a financial
asset that he is thinking of buying, holding or selling. Every investor should obtain professional advice in respect to his investments, to the applicable
law, and/or to any other professional issue. Any rating or other opinion that Midroog issues should be considered as just one component in any
investment decision by the user of information contained in this document or by anybody on his behalf, and accordingly, any user of information
contained in Midroog ratings and/or publications and/or in this document must study and reach an assessment of the merit of investment on his
behalf regarding any issuer, guarantor, bond or other financial instrument he intends to hold, buy or sell. "Investor" — an investor in a financial asset
that has been rated, or in a financial asset of a rated corporation.

All the information contained in Midroog ratings and/or publications, and on which it relied (hereinafter: "the Information") was delivered to Midroog
by sources that it considers credible, inter alia the rated entity. Midroog is not responsible for the accuracy of the Information and presents it as
provided by the sources. Midroog exercises all reasonable means, to the best of its understanding, to assure that the Information is of quality and of
adequate extent and that it originates from sources Midroog considers to be credible, including when relying on information received from
independent third parties, if and when appropriate. However, Midroog does not carry out audits and cannot therefore verify or certify the
Information.

General reviews that Midroog publishes are not intended for use in assessing investments of any kind, but to provide general information and/or data
in Midroog's possession, under the limitations set forth above in respect to the Information that served in their preparation. The provisions of these
reviews do not constitute part of any methodology by which Midroog works. Midroog may deviate from anything said in a general review and change
its position regarding its provisions at any time. Nothing said in any general review shall be viewed, treated or relied on as an opinion or advice in any
way. A general review does not constitute part of Midroog's professional methodology. It reflects the personal opinion of the author of the document,
and does not necessarily reflect Midroog's opinion.

Subject to the Law, Midroog, its directors, its officers, its employees and/or anybody on its behalf involved in the rating shall not be held responsible
under law, for any damage and/or loss, financial or other, direct, indirect, special, consequential, associated or related, incurred in any way or in
connection with the Information or a rating or a rating process, including not issuing a rating, including if they were advised in advance of the
possibility of damage or a loss as said above, including but not confined to (a) any loss of profit in present or future, including the loss of other
investments opportunities; (b) any loss or damage caused consequential to holding, acquisition and/or selling of a financial instrument, whether it is a
subject of a rating issued by Midroog or not; (c) any loss or damage caused consequential to the relevant financial asset, that was caused, inter alia
and not exclusively, as a result of or in respect to negligence (except for fraud, a malicious action or any other action for which the law does not
permit exemption from responsibility) by directors, officers, employees and/or anybody acting on Midroog's behalf, whether by action or omission.

Midroog hereby declares that most of the issuers of financial assets that it rates, or entities for whose issue a rating was conducted, undertook to pay
Midroog for the rating prior to the rating process. Midroog maintains policy and procedures in respect to the independence of the rating and the
rating processes.

Midroog is a subsidiary of Moody's (hereinafter: "Moody's"), which owns 51% of Midroog's shares. However, Midroog's rating processes are
independent and separate from Moody's and are not subject to approval by Moody's. Midroog has its own policies and procedures and its rating
committee is independent in its discretion and decisions.

A rating issued by Midroog may change as a result of changes in the information on which it was based and/or as a result of new information and/or
for any other reason. Updates and/or changes in ratings are presented on Midroog’s website at www.midroog.co.il, which also has additional

information on Midroog’s Policies and/or the operation of its rating committee.
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