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Statement of support for the principles of the
Global Compact of the United Nations

ECI Telecom has moved beyond the traditional role of a telecom vendor, and has become a
partner for growth to our customers worldwide, creating value with values and addressing
their daily challenges. Our innovative and leading networking infrastructure technologies
support network service providers around the globe in delivering benefits for business and
for society in an increasingly virtual world. Since our beginnings as a small technology
company in 1961, ECI Telecom has undergone several transformations. The result is a
strong, global, innovative and dynamic business, bringing unique solutions and applications
for over 200 clients in around 70 countries. As a privately-owned Company, we believe that
business practices based on responsibility, accountability and transparency are essential for
our ongoing success in a sustainable world.

Our robust core of values has served over the years as our internal and external compass,
guiding the way we do business, the way we act as a people and the way we impact society
and the environment. As we continue to develop our business, we challenge ourselves,
always within the framework of our longstanding values system based on respect and
integrity. In this context, we have elected to broaden our commitment to include the
universally accepted principles of responsible business though participation in the United
Nations Global Compact, in support of the broader Millenium Development Goals objectives,
and to reporting in a transparent way how we demonstrate this commitment.

This, our first Communication on Progress, is the result of a thorough review of our policies,
practices and performance in our global activities relating to the ways in which we apply our
core values and commitment to social and environmental responsibility. We have organized
this first report in line with the UN Global Compact’s 10 principles, and, on behalf of ECI
Telecom, | commit to providing an annual communication to update stakeholders on our
progress.

Sincerely

Rafi Maor

CEO and President
September 2010
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ECI Telecom Profile

ECI Telecom is a provider of advanced telecommunications networking solutions to carriers
and service providers in the world. Founded in 1961, ECl is privately owned.

ECI has global reach and is headquartered in Israel with R&D centers in Israel, India, China
and the USA, and over 35 regional sales and service centers around the world. ECI’s

revenues exceed $600 Million annually and the Company has enjoyed year-on-year revenue
growth for the past several years.
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ECI Leadership

The CEO of ECI is Mr. Rafi Maor, who was appointed President and CEO in 2006, after
serving as Chief Operating Officer (COO). Mr. Maor has a wealth of experience in the
management of global technology companies including Indigo N.V., Hewlett Packard and
Israel Aircraft Industries. Mr. Maor is supported by the following Executive team:

Giora Bitan Eyal Shaked Aviel Tenenbaum Hezi Basok
Chief Financial Head of Network Head of Global Sales Head of Global
Officer Solutions Division & Marketing Business Operations

Eran Talmon Adi Bildner Arnie Taragin Laura Howard
Head of Global Head of Global General Counsel Chief Marketing
Services Division Human Resources Officer

ECI Telecom employees

ECI has more than 2,500 employees in 24 offices worldwide.



http://www.ecitele.com/AboutECI/leadershipteam/Pages/EyalShaked.aspx
http://www.ecitele.com/AboutECI/leadershipteam/Pages/AvielTenenbaum.aspx
http://www.ecitele.com/AboutECI/leadershipteam/Pages/HeziBasok.aspx
http://www.ecitele.com/AboutECI/leadershipteam/Pages/EranTalmon.aspx
http://www.ecitele.com/AboutECI/leadershipteam/Pages/AviBildner–CorporateVPHumanResources.aspx
http://www.ecitele.com/AboutECI/leadershipteam/Pages/ArnieTaragin.aspx
http://www.ecitele.com/AboutECI/leadershipteam/Pages/LauraHoward.aspx
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ECI global business locations

ECI has over 200 active customers in over 70 countries, including most of the world's major
and most advanced telecommunications providers, as can be seen from the chart below
(only a small selection of total customers listed):
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ECI works to service all customers through the Company's local sales forces and local
partners.

Ne

ECI’s products, solutions and services are offered under 1Net, a comprehensive framework

for optimized transition to next-generation networks. 1Net is our customers’ Path for
Growth. 1Net addresses our customers' challenges and needs as they transition to next-

generation networks, mitigating risks and optimizing migration.
6




S

Your Partner for Growth

ECI offers a full range of support and maintenance services including full project
implementation, maintenance and support services, network planning, design and
diagnostics, and turnkey solutions for end-to-end networks combining third party solutions.

ECI Quality

ECI ensures that all operations are performed to the highest quality standards and
processes. ECl operations are certified compliant according to the following standards:

e SO 14001 (Environmental Management),

e OHSAS 18001 (Safety and Health Management)

e |SO 27001 (Information Security)

e TL 9000 (Quality Management)

e SO 9001 (Quality Management)

e SO 17025 (Quality Management - Testing and Calibration Laboratories)

ECI Business Approach

The following is at the core of ECl’s business approach, which is upheld by the Company’s

leadership and communicated to employees.

Conducting our business according to the

principles of social responsibility

¢ [ncreasing our commitment to:

e Conducting our business with highest levels of
business ethics

e Being involved and making a positive impact on
the communities and societies where we live and
work

e Supporting equal rights and diversity norms, being
a fair employer

e Conducting our business in ways that protect and
preserve the environment
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ECI employees share five basic values:

respect for the individusl

Respect for the Individual: We treat one another with respect and dignity,
appreciating individual, cultural, and national differences. We seek to learn
and therefore we listen to one another attentively and compassionately and
communicate often and openly. Recognizing that valuable ideas can come
from anyone regardless of level or position, we encourage individuals to
express their views and use their talent to the fullest. The Company policy
prohibits discrimination against employees, stockholders, directors, officers,
customers or suppliers on account of race, color, age, sex, religion or
national origin. All persons are treated with dignity and respect.

Team Spirit: At ECI, our team spirit binds us together, transcending
organizational, functional, and geographic boundaries. We work hard
towards a common goal and deliver beyond expectations. We cooperate,
collaborate, and empower one another in recognition that a global effort
translates into exceptional solutions and services.

Innovation: We constantly strive to redefine the standard of excellence in
everything we do. We are open to ideas that challenge the convention, seek
diversity of views and drive innovation. We encourage both individuals and
teams to constantly search for innovative technologies and creative business
solutions and recognize their achievements.

Integrity: We are committed to conduct ourselves in a manner consistent
with the highest standards of integrity. We are honest, ethical, and fair in all
our activities. We keep our word, deliver on our promises, and acknowledge
our mistakes. Our personal and business conduct ensures that ECI is a
company worthy of trust.

Our Customers: We are dedicated to creating value for our worldwide
customers by developing and providing technologically advanced solutions
and services. We build lasting relationships with our customers by listening,
understanding, and anticipating our customers’ needs. We are easy to do
business with and always strive to be responsive and professional. ECI
customers can trust our commitment to their success.

The driving force behind these values is the ECI’s One Company One Team organizational pillar.

In all activities our employees conduct themselves respectfully to promote these values and

lead the Company to long-term, sustainable success and create opportunities for self-

achievement and enjoyment.
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ECI Communication and Transparency

Corporate Communications

ECI aims to deliver maximum transparency compatible with its status as a privately owned
Company.

ECl's external website contains significant information about the Company on the "About
ECI" page, including Company history, corporate values, Company Leadership Team, key
policies relating to Quality, Environment and Safety, and ECl's community involvement
programs. For details, see: http://www.ecitele.com/AboutECI/Pages/default.aspx

In addition, ECI often receives requests from market research analysts and clients about the
Company's compliance with a wide range of regulations and voluntary standards, especially
relating to power consumption of our products. ECI is happy to provide such information as
requested.

The Company often communicates with its customers, through direct mailing, mass e-blasts,
subscription campaigns (in which customers opt-in to receive company’s updates), and a
customer newsletter, issued roughly 6 times a year. The Company also has a dedicated
portal for business partners.

ECI encourages having fun! With Social Media

ECI embraces open communications and new technology and encourages employees to
make use of Web 2.0 and social media, as another channel in which the Company can
engage both employees and customers in open discussions. ECI believes this is an important
element in developing overall transparency and increasing involvement of all stakeholders.
ECI's Social Media Policy, designed and written as a guide for employees participating in
different social media activities, is available for all employees on the Company intranet. The
Policy, periodically updated, is available in English and will be soon available in five
languages, to ensure maximum accessibility for all employees around the world. The
following are the first two pages of the English language version of the policy.



http://www.ecitele.com/AboutECI/Pages/default.aspx
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The purpose of this document is to help you, our employees and
cantractors, navigate through all new online media forums, known
associal media, in accordance with applicable laws and ECI ‘s business
interests. All references made to “social media” include, but are not
limited to, all forms of online publishing and discussions such as blogs,
wikis, file sharing, user-generated video and audio, virtual worlds and
social netwarks like Facebook, Linkedln, Twitter, YouTube, ctc.

These guidelines apply to all ECl employees and contractors that:
B Have an official social media role sanctioned by the Company, or
 Identify themselves online as an ECl employee or contractor

If you do nat associate yourself with EC in any way when using
social media, you are free to da as you wish, provided that you do not
violate ECI's Corporate Code of Ethics. Please remember that you are
personally and Legally responsible far any content you publish in your
own name. If your content is found to be defamatory, of  harassing
nature, or in violation of third-party copyright or other laws, you may
be subject to liability.

o110 eIpaj 1e1d0g

These guidelines are not meant to discourage or restrict the use of
social media, but rather to provide some important recommendations.
for engagement. We encourage you to have fun and get involved with
social media! If you have any questions or need additional clarification
regarding anything in this policy, please do not hesitate to contact the
Social Media team.
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what to do

Know and follow the ECI Corporate Code of Ethics.

Complywith all copyright, privacy protection, defamation, fair use,
financial disclosure and other applicable laws.

1 via email if you are authoring any blogs
ar ather commentary thet relates to ECI Telecom.

Be clear that you are acting on your own behalf and not that of the
Company. Ifyou dentify yourself as an ECl employee, discuss ECI's
activities, or provide links to ecitele.com, you must use your real
name and include the following disclaimer in a prominent place:
The views expressed here are my own and do not necessarily
reflect the views of my employer, ECI Telecom.

Make sure what you say, write, show ar otherwise make public is
factually correct. It best te stick to your areas of expertise. Ask for
help from your manager or other appropriate colleagues if you're
asked 3 question ta which you dont know the answer.

Pass along any pertinent information that you may come across in
the blogosphere regarding ECI or its competitors to the Competitive
Intelligence department and/or the Social Med

ECI maintains a range of Social Media accounts including:

Twitter: www.twitter.com/ecitelecom

ecitelecom

Home Profile Find People Settings Help Sign out

Name ECI Telecom
Location Global
Web hitp:ifwww.ecitel...

Bio Provider of Networking
Infrastructure

64 319 [

following followers listed

Optical comms: improving the
performance & reliability of the smart
gl’ld 5Electrlc Ener 8y Online)

ttp /bit Iy/?NPJQ

Cloud computing not yet a reality? Check out this article in
CommsDay: hitp://bit ly*4WRfGm

Escaping the backhaul trap: read about successful strategies for
backhaul migration on TelecomAsia htip //oit ly/41BMdk

RT @cmendler. #NeiEvents:Debated table stakes for #cloud wECI
Telecom, Reliance, Tipping Point, Spirent & MEF. Eth everywhere
was 1 output

Must-see video: TMCnet's Rich Tehrani dishes network design &
upt\m\zatmn with Laura Howard. ECI GMO Nt it y/4rFILQ

Rapid Route to Revenues: The Case for EoP (Wireless Design
Asia) http://bit Iy/71v4i

Light Reading's Evolution o F‘azket OFIU[.B\ TI’EHEDDI'I webinar is
now availabie on demand: hitp /it iy

10
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Facebook: www.facebook.com/ECITelecom

ECI Telecom

wall Info Twitter YouTube Events Photos

ECI Telecom Optical communications for improving the performance & reliability of
the smart grid (Electric Energy Online) http://bit.ly/ZHPI90

Your Partner for Growth = _ Optical Communications for Improving the Performance and
Reliability of the Smart Grid - Marcelo Bla

DIT.IY
Add to My Page's Favorites o
5

Suggest to Friends

Thank you for visiting the official ECT #J] December 3 at 3:23pm - Share
Telecom Facebook page.

ECI Telecom Cloud computing not yet a reality? Check out this article in
Be sure to visit us on the web at CommsDay: http://bit.ly/4WRfGm
www . edtele. com

Cloud computing not yet a reality, says event panel | CommsDay

Follow us on Twitter:
hitp: fftwitter.com/ecitelecom

at 5:45pm * Share

Information
Founded ECI Telecom Escaping the backhaul trap: read about successful strategies for
1961 backhaul migration on TelecomAsia http://bit.ly/4tBMdk
v telecomasia.net bit.ly
bit.ly
L= vork than just installing nex
6 of 204 fans See All Wrong )
i 'ﬁ| MNovemnber 24 at 3:01pm * Share
A . ECI Telecom Must-see video: TMCnet's Rich Tehrani dishes network design and
optimization with Laura Howard, ECI Telecom CMO http://bit.ly/4rFILQ
Alon Kate Asaf
Bassman  Shopper Azarsky M THMCnet Videos

DIT.IY

Adi Bildner  Ranjest

Steven
Blunt Singh

£ Lauren Chen likes this.

ECI also maintains an active presence on other networks such as YouTube, Flickr and
LinkedIn. Several employees maintain personal accounts and are active in supporting the
dialogue between ECI, its employees and all external stakeholders.

In accordance with the Company’s social media policy, these employees identify themselves
as ECI employees for the sake of transparency when writing about the company and our
market.

11
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Internal Communications

ECI aims to keep employees informed and up-to-date on business activities, and relevant
social and environmental aspects of the Company's work. In addition, it is equally as
important for the Company to hear employees' views on anything related to the Company's
business or reputation, innovation opportunities, employees' roles or personal aspirations
and expectations. A demonstration of ECl's commitment to internal transparency and
dialogue is the continued support for a full-time Manager whose time and energy is
dedicated to creating the most appropriate communication platforms and channels for
accessibility to all employees in all the countries where we operate. The Internal
Communications Manager focuses on building communications tools and guiding processes,
as well as gathering relevant content for use through different communication channels.

In 2009, the Corporate Intranet was significantly upgraded to create a platform for enhanced
two-way communication rather than just presenting a portal of available information.

net. ecitele, com/default, aspx |

et Welcome Eynat Rotfeld - |

IPortals | Tools & Services | About EC1 | Local Links

ECINEWS

ler look at the ECI Code of Ethics ECI Successfully Passes Infarmation Security FIND A COLLEAGUE
pted its Code of Audit ‘

[ted it to the moare Movember 23, 2009
ural changes it
pastyear. Yael
fHR explains
Ethics can make

ERP | CRM | CITRIX | HD | wEB | 1

Infarmation Security Campaign
mare Movernher 16, 2009

Fress Release: [TALTEL and ECI Sign a I
Fartnership
mare Movernher 11, 2009 > ]

OUR PHOTOS
BLOG: IN THE LONG RUN Our Compass
) - — For Ethical
lapan about Running )
v
0og;y
GLOBAL TIME & LOCATIONS
nod Leadership
12009 ) EMEA hr_:l
ple Easiness of
03, 20049 ) Title: GA tearm building day in Tel Aviy AMERICAS I DLA
LATES Created by Ron Braverman
Icome Jianfei Dono!
lcorne Giao Zhou! Add photo a
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Examples of business processes supported by the Internal Communications Manager include
two significant projects in 2009: the ECI Telecom Global Strategy Program and the
Company’s revised Code of Ethics. The Strategy communication process included the
development of a presentation, originally delivered to the company’s Global Leadership
Forum and then cascaded down to all employees. The roll-out of the revised Code of Ethics,
mentioned in the Ethics section of this document, was conducted in 2009 in partnership with
the Internal Communications Manager, and was presented first to all Division leadership
teams, and cascaded in a similar way to all employees.

ECI Internal Services Employee Opinion Survey

As part of ECI’s efforts to promote excellence in line with Company values, and to evaluate
employee satisfaction with the services they receive, a comprehensive survey of all internal
processes and services was conducted in 2008/2009. Over 1,300 employees (55% of total)
worldwide participated in the survey, which contained 140 questions about all aspects of
internal service and employee needs. Many positive aspects of internal service were
highlighted, including recruitment and on-boarding of new employees, attention to
employee needs, responsiveness, overall respect and courtesy shown in all internal
interactions and more.

Areas of focus for further service improvements were highlighted as:

e Human Resources: Employee development, team-building and employee care

e Training: Transparency, information availability and access to training material

e Internal Mobility: Improve policy and infrastructure

e Dining services: Improve variety, quality, quantity and presentation of food

e Customer Service: Improve Help Desk service - responsiveness and professionalism
¢ Technology: Improve ERP/CRM usability, performance and functionality

e Purchasing: Improve order progress feedback on purchase requests

e Finance: Improve transparency and frequency of budget updates

In addition to service satisfaction, employees were asked to rate their overall satisfaction

with working at ECI, and 95% of employees confirmed average to very high levels of
satisfaction with the Company.

13
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Employee satisfaction - working at ECI

% Service Surveyresults 2009
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ECI Employee Communication channels

In addition to the employee survey, the key channels for internal communications and
dialogue are as follows:

Round Table

Periodically, the Company CEO and Senior Leadership Team members conduct a Round
Table discussion with a group of employees randomly selected. These discussions present an
important opportunity for the Senior Leadership Team to hear the unfiltered views of
employees and answer their questions.

ECI Global Leadership Forum
This Forum, comprised of 75 senior managers, was formed in late 2008 with the purpose of

creating a coherent, global platform for shared leadership. The first annual three-day retreat
of this group took place in January 2009, and the main theme of the gathering was ECl's new
global strategy. Throughout the year, communications events are maintained to ensure this
group remains aligned.

Team Communications Meetings
Each member of the Global Leadership Forum conducts frequent departmental meetings,
ensuring the delivery of the Company’s corporate messages, and the opportunity to hear

views and suggestions of all employees.

14
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ECI Intranet

ECI’s Intranet is a portal for all employee information needs, both professional and
personal.. An important feature of this portal is the internal blog, used for more personal
communications messages from ECI Senior Management. All employees may respond to
blog items, and responses to questions raised are always provided. In addition, the Intranet
contains an application for posting Thank You notes to colleagues for positive collaboration
or assistance beyond expectation, across departmental and geographical lines. Employees
feel positive about giving and receiving thanks for collaborative efforts.

Web 2.0

As mentioned in the Social Media section, Web 2.0 is an important feature of ECI
communications, spanning employees' internal activities and the connection with external
stakeholders. Please see the Section on Corporate Communications — Social Media for more
details.

Quarterly Newsletter

The Internal Communications Manager issues a quarterly electronic Newsletter summarizing
key events in the business, and highlighting key corporate responsibility messages. For
example, in 2008/2009, articles relating to Ethics and Green Practices were included. See
examples on the following pages:

15
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Our Company Goes Green
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Taking a Closer Look at the EC| Code of Ethics

ECI recentiy updated itz Code of Ethics and =.:yu3r=:| it to the sirategic and cultural changes it haz madein the past year,

LG Ewenmhere spoke io Yael Ashuach-Tryfiss of HE to leam more about how our Code of Efice can meke a
difference

Whatis the Code of Ethics?

The ECI Code of Ethics is 5 st of values, ules of conduct, guidelines and policies designed to promaote honestand
ethical conduct and to prevent wrongdoing aswell a5 ensure complisnce with lsws and regulations. The Code of Ethics
also expresses our policies on ourrelstionshipwith customars, employess, partners, supplisrs, environment, community,
and the business community. Cur Code of Ethics represents the found stion on which our organizational culture and
conductas a global company is basad. It senes astha basis for conducting oursehes within the company and while
doing business with third parties.

Why dowe need a Code of Ethics?

Tha Code of Ethiczserves a5 5 moral compassforour daily work, and helps usnavigate the gray areas whers we srent
surz if we are doing the ight thing. It's easyto be cynical about the nesd for a code of ethics, but whenwe takea closar
ook at what we want a5 employess, we mustacknowiedge thatit is important for each of us to know that we are working
fora company with integrity and an excellent reputstion in ourindustry. It proteds the wellbzing of ouremploysss, for
example, fairhirng, sppredsating the diversity of ourworkdorce, and mutusl respect. It ensures our company's stability,
which is essential to our own future prospects as employess. |t existsto help usmaintsinour good nams &5 8 company
gnd the respect of allour stalzholders.

"Research has shown that companies that adopt a code of ethics and implement

L LA

it widely achieve better results in all areas.”

Reszsarch has shown that companies thatadopt & code of ethics andimplement twidely schizve betferresulz in e
arzg3: financial, business (reduced exposurs torisk, increase customer satisfadion, upholding the law, 2tc), and culura
(& professional and productive work atmosphare, s work environment free of harassmentand discrimination, 2t

Isn'titencugh thatwe uphold the law?

We arz obligedto uphold the law of every country we operatein, but sometimes we are faced with situstions thatwhile
they arz legal, slso present sn ethical dilemma. Forexamplz, in soms countries there are no sexusl haressment laws,
still, we belizve it is unethical to operate without our own sewal harsssment regulatons.

Whatis our part as employees in the Code of Ethics?

Ewveryonehasa part to playin upholding our Code of Ethics. Take some time to reed it and update yoursehves sbout what
we can esch doto maintsin our ethicsl standing. If we hopeto bring about meaningful change in our environmeant, we
must start with oursehves. Some examples include tresting one another with respad, maintaining confidential company
nformation and material, notabusing the equipment for personal use, ete. The aimis that before making complax
decisions, evary employss ormansger should stop snd consider the ethical sspectas part of the procass and notjust the
professional side.

L oy

..hefore making complex decisions, every employee or manager shot

FRIUL

and consider the ethical aspectas part of the process...”

Whatdo | doifl find myselffaced with a difficult ethical dilemma?

Askyourself the questions in the teed box balowthat will help you identify if you are facing an ethical dilemms. If you are
faced with anathical dilemma, there are many people who are svailable in the organization to help you. Firsthy you can
tum to yourmanageror your colleagues. You can also talk toyour HR representative, the company's Ethics Officar- Ad
Bikdner, Head of HR. and &van the ECI legal advisor. Think through the EClvalues and ethics and if you feel that you are
facing a problam thenraise theissus- it's your responsibility.

17
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The following pages demonstrate the additional ways in which ECI Telecom currently
supports and promotes the Global Compact Principles:

Principle 1 | Business should support and respect the protection of internationally
proclaimed human rights.

ECl is firmly committed to upholding human rights in all aspects of its business. ECI believes
in the value of all individuals and respect for all basic human rights contained in the
Universal Declaration of Human Rights. ECI conducts business all over the globe in a manner
which is consistent with the Company’s values, which include respect and integrity at all
times and in all situations. This approach is also firmly rooted in our recently revised
Corporate Code of Ethics.

ECI—- Corporate Code of Ethics

“We, at ECI, pride ourselves on our reputation for integrity. The trust and confidence of our
customers, investors and employees is one of our greatest assets. Our goal is to exceed the
expectations of these communities through the adoption of the highest ethical standards

at all times.” Rafi Maor, President and CEO of ECI Telecom, introduction to the corporate
Code of Ethics.

Cadigo Etico Corporativo de ECI Telecom
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ECI’'s Code of Ethics was translated to the following languages for easy accessibility and
comprehension of all employees: German, Chinese, Russian, French, Spanish, English, and
Hebrew. It is available to all employees on the corporate internal website, and on ECl's
external website in English for all stakeholders.

ECI revised its Corporate Code of Ethics during a comprehensive process involving Board
Members and Senior Executives during 2008. The revised Corporate Code of Ethics was
approved by the ECI Board in September 2009.

Ethical Guidelines of the ECI Telecom Corporate Code of Ethics,
revised September 2009

Bribery, Presents or Receipt of Consideration

Company policy prohibits direct or indirect bribes, kickbacks and other similar payoffs and benefits paid to
suppliers, distributors, customers, business partners, or other third parties, nor may any employee receive
directly or indirectly any benefit or present for performing, or for avoiding to perform, any activity on behalf of
the Company or related to his/her work.

Accounting Controls, Procedures & Records

Applicable laws and Company policy require the Company to keep books and records that accurately and fairly
reflect its transactions and the dispositions of its assets.

Use & Disclosure of Inside Information

Company policy prohibits disclosure of material inside information to anyone other than persons within the
Company whose ability to perform their assigned duties will be compromised without the knowledge of such
information.

Confidential or Proprietary Information

Company policy prohibits employees from disclosing confidential or proprietary information outside the
Company, either during or after employment, without Company written authorization to do so.

Conflicts of Interest and Sensitive Transactions

Employees at all levels must promote the interests of the company above their own personal interests.
Company policy prohibits conflicts between the interests of its employees and the Company and requires
immediate disclosure to the Company in any such possible conflicts. Company policy prohibits its employees
and agents from entering into sensitive transactions (“sensitive transactions” include a broad range of business
dealings generally considered to be either illegal, unethical, immoral or to reflect adversely on the integrity of
the Company).

Fraud & Similar Irregularities
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Company policy prohibits fraud or any fraudulent act, by any employee for his own benefit or for the
company’s benefit.

Accurate Reporting

When required to make reports to the Company, all employees and agents shall do so fully and accurately and
shall include all material information in order to ensure the recipient has all required information.

Use of Company Assets

Employees, officers, agents and directors should seek to protect the Company’s assets. Theft, carelessness and
waste have a direct impact on the Company’s financial performance. Employees, officers and directors must
use the Company’s assets and services solely for legitimate business purposes of the Company and not for any
personal benefit or the personal benefit of anyone else. However, limited reasonable use for personal interests
of company assets such as computers, e-mail, cellular phones, etc is permitted. But any use of such items for
personal business use or illegal or immoral activities may result in the termination of the employees, officer or
agent for cause. Since the aforesaid items are owned by the Company, the Company shall have the right from
time to time randomly or for cause to access or monitor these items, and the employees, officers, agents and
directors hereby expressly provides their consent to such actions. Employees, officers, agents and directors
must advance the Company’s legitimate interests when the opportunity to do so arises. You must not take for
yourself personal opportunities that are discovered through your position with the Company or the use of
property or information of the Company.

Delegation of Discretionary Authority
No employee of the Company shall delegate discretionary authority to any individual who such employee
knows, or through the exercise of due diligence should know, has a propensity to engage in illegal activities.

Commitment to the Community, Human Rights, Working
Environment, Safety and Protecting the Environment
included in the ECI Telecom Corporate Code of Ethics

e We have a duty of care to protect life and to safeguard people.

e We should give priority to the safety and well-being of other employees, customers,
subcontractors and anyone else in our work environment and make sure that reasonable steps
are taken to minimize the risk of loss of life, injury or suffering which may result from the work
or the effects of our work

e We should draw the attention of those affected to the level and significance of risk associated
with the work

e We should assess and minimize potential dangers involved in the manufacture and use of our
products or projects

e We should ensure the company or any of the employees, customers, or subcontractors are not
exposed to any dangerous or hazardous environmental risks and comply with all applicable
environmental laws and regulations.
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The options freely available for employees to advise the Company’s officers on any matter
relating to breaches of the Corporate Code of Ethics or related concerns are:

e Direct Manager

e Local Human Resources Manager

e The Head of Human Resources and Ethics Officer

e The Corporate General Counsel

e Anonymously log concerns at: http://corporate.ecitele.com/HR/ethics/

ECI makes every effort to investigate all issues reported, including those reported
anonymously.

Assimilating the Corporate Code of Ethics

The key to an effective ethical culture is a comprehensive process of assimilation, so that
every employee, at every level and in every location can identify with the Code, understand
the behavior it prescribes and relate the code to his or her specific job and the potential
areas in which ethical issues may arise.

For this purpose, ECl prepared a web-based learning module, which takes around 30
minutes to complete. The innovative, user-friendly web-based module explains each of the
ethical behavior guidelines and offers ethical dilemmas which were developed by ECI teams
throughout the world to assist employees in relating ethical issues to their own roles and
responsibilities. During 2009, each employee received a personal email from the Corporate
VP Human Resources and Ethics Officer, with a link to the new Code of Ethics and the web-
based module, and was asked to complete the learning within one month of issue. During
this month, and since the module was introduced over 95 % of ECI employees around the
world have completed this initial ethics training. In addition, posters highlighting the ethics
program were placed in all communal areas in all offices.

All new hires to ECI are trained in the Code of Ethics during their induction and must
complete the web-based learning module within one month of joining the Company. They
also receive a New Employee Guide which includes a section on Company Values and The
Code of Ethics.

During 2010, ECI Telecom will continue the assimilation program by:
e Developing and conducting in-person workshops for employees
e Establishing an Ethics Council to oversee the Company’s ethical performance,
communications and training, and deal with ethical issues as they arise.
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Download ECI’s Code of Ethics:
http://www.ecitele.com/AboutECl/values/Code%200f%20Ethics.pdf

ECI-Code of Ethics — Human Resources Function

In addition to the Corporate Code of Ethics and with regard to the unique role the Human
Resources function carries in both supporting an ethical culture and in demonstrating
personal example, the Human Resources function adopted a function-specific Code of Ethics
in 2008, and trained all ECI Human Resources Managers and personnel around the globe in
its content.

This is the Code in full:
ECI Telecom’s Human Resources Code of Ethics

As Human Resources professionals, we believe our professional conduct must be guided by ethical principles,
and are committed to act in the spirit of the HR Code of Ethics

HR Core Values
Honesty and Integrity
HR professionals shall pursue the highest possible standards of integrity, reliability, fairness and justice;
conduct themselves in a credible manner with a sense of responsibility and loyalty to all stakeholders; keep
their word and deliver on their promises; ensure the clarity and reliability of any information they provide, and
avoid providing potentially misleading information. HR professionals shall not take part in any acts of
dishonesty, deception or misrepresentation; shall do the right thing ethically even in difficult and ambiguous
situations and be ready to admit their mistakes at any time. They shall work resolutely to develop and
disseminate a culture of honesty, stressing high standards of truthful reporting, responsibility and integrity
among all members of the organization.

Human Dignity and Respect

HR professionals regard human dignity and compassion as pivotal values in the management and cultivation of
the human resource, and shall show concern, empathy, care, sensitivity and understanding of individual needs,
taking care to ensure the preservation of individual rights, and cultivating the skills and self-fulfillment of all the
individuals in the organization.

HR professionals shall undertake to raise corporate awareness to the issue of human dignity across all
organization levels, and cultivate a corporate culture which respects and cherishes human rights and dignity.

Loyalty

HR professionals shall be loyal to the organization and its stakeholders and partners in implementing corporate
goals, and do their best to faithfully represent corporate interests in a manner true to the spirit of this code of
ethics, as a result of their belief that the thriving of the organization and its fair and humane treatment of its
employees are strongly correlated. HR professionals shall ensure their personal appearance and conduct are
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appropriate and represent the corporate in a respectable manner, both internally and externally; preserve its
human and spiritual capital, and avoid or manage professionally any apparent or actual conflict of interests.

Corporate Social Responsibility

The HR Department sees the organization as an integral part of the general and professional community and of
society at large, and regards its staff as committed to all stakeholders who may be affected by the
organization’s activities. HR professionals believe that corporate success is consistent with the application of
social and moral norms, and shall endeavor to include in the corporate goals activities designed to support
society at large and the community, encouraging employees to contribute time and effort to the community.
HR professionals shall undertake to include social and environmental measures as well as economic
performance indicators in assessing corporate success, and provide professional assistance to corporate
executives in setting forth a policy that addresses corporate social responsibility issues.

Professionalism

The HR profession requires relevant knowledge and training in behavioral sciences, labor studies, etc., mastery
of applied professional tools as well as motivation to provide service, orientation and a personal inclination to
work with people. HR professionals are personally committed to uphold high standards of professional conduct
and work to improve their professional competence by keeping up to date with current professional
knowledge.

HR professionals shall strive to optimally apply their skills, knowledge and experience, contribute to the
development and assimilation of new working methods, maintain ongoing professional contacts with the
professional community, and assume the responsibility for the quality of their professional work in assisting the
organization in achieving its goals through optimal use of its human capital.

Confidentiality

Protecting the confidentiality of private information related to employees is one of the most basic human
rights. HR professional members are exposed in their line of work to highly sensitive information regarding
employees’ privacy. Thus they must be discrete, vigilantly protect personal privacy and confidential information
and avoid using it unprofessionally or contrary to the client’s agreement.
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Empowering communities and supporting their rights

An important part of upholding and promoting human rights is the investment we make as a
business in our local communities, to strengthen the fabric of communities and ensure all
individuals have improved chances of realizing their life-goals, in many different ways.

ECl sees itself as an active citizen in the global and local, business and social community, and
conducts itself in accordance with the principles of social responsibility. Led by ECI’s
Executive Management team, who demonstrates its community commitment in many ways,
ECI has formulated a Social Investment policy. The policy can be downloaded at the
following link:

http://www.ecitele.com/AboutECl/Community/Social Investment Policy projects.pdf

ECI’s Social Investment policy

The key elements of ECI's social investment policy are:

Focus

The ability to inspire individuals or a group of people to use their innate potential to

change their environment, and helping disadvantaged groups to understand and exercise
their social rights.

Channels
e Citizens’ rights centers in the community: assisting individuals inquiring about issues

such as labor, housing, and mortgage laws, etc.

e Community programs for community empowerment, such as Re-entering the labor

market, reading books together with underprivileged children, Workshops on “The
world of Technology” for under-privileged children
e Advancing youth education to create equal opportunities in education, self

realization and self-actualization through personalized programs for academic,
emotional, and social advancement, enrichment workshops, development of
entrepreneurship and nurturing leadership skills among the young.

Community Investment

Each year, a budget is allocated for social investment in community development. ECl’s total
investment, including the estimated costs of employee paid volunteering time, amounts to

around $500,000 per year.
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Community Partners

ECI partners with a range of not-for-profit organizations in order to deliver the most

effective social investment programs, taking into account true community needs, and

executing programs in the most appropriate way possible.

Our partners include:

Matan, a not-for-profit organization that advises Companies about approaches to
corporate giving, and oversees the practice for proper implementation. For more
details about Matan, see: http://www.matanisrael.org.il/SITE/EN/HOMEPAGE.ASP

Yedid, a not-for-profit organization, which strives to empower individuals and
communities among the less fortunate sectors of society and among new
immigrants in Israel. ECI has been actively involved in establishing a Citizen Rights
Center in Petach Tikva, which now responds to over 150 inquiries each month and
initiates community projects to empower the community: workshops on managing a
family budget and workshops on “The power of money” for school children.  For
more information about Yedid, see: http://www.yedid.org.il/english

Tzeva, an educational not-for-profit organization that strives for social change by

empowering underprivileged youth. For more information about Tzeva, see:
http://www.tzeva.org.il/english.php

The Young Entrepreneurs Organization, which runs a "Young Entrepreneurs Doing
Business" program encouraging and exposing young people to business
entrepreneurship, including the setting up of a mini-company. ECl employees mentor

students in the development of their business programs. For more information, see:
http://www.ja.org/home.asp

Leket Israel: a food rescue and distribution organization, harvesting unpicked fields
and salvaging food waste from restaurant and catering operations for distribution to
those in need. For more information on Leket , see : www.leket.org

More details of additional projects can be found on ECI’s website.
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Company volunteers

Employees and their families are encouraged to volunteer in all of the above social
investment activities. Activities are held near ECI locations to strengthen local ties between
the Company and the local community; in many cases, employees are members of the
communities in which ECI invests. The range of activities is diverse enough so that every
employee may select what best suits his or her interest, availability, capabilities and degree
of commitment. An annual event is held to recognize and thank volunteers.

To facilitate volunteering, the Company allocates hours of volunteering at the expense of
work time and provides:

e Ongoing activities (volunteering on a permanent basis over a long period): up to
three hours of volunteering per month at the Company's expense.

e Intensive activities (concentrated, one-time activities): up to half a workday at the
Company's expense.

Employee volunteering at ECI- 2009 : Number of volunteer hours: 6960

Immigrant absorption
1%

Green
Committee
12%

Young Entrepreneurs 4
9% Food rescue and

distribution
25%

Tzeva-youth
development
12%

Youth clubs and
educational support
37% Yedid citizens rights
center
4%

Employee volunteering at ECI - 2009 : Number of volunteers : 1410

Immigrant absorption
2%

Green Committee
2%

Young Entrepreneurs
3%

Tzeva- youth
development
3%

Youth clubs and Food rescue and
educational support distribution
35% 53%

Yedid citizens rights
center
2%
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The following are photos of ECI employee volunteering activities in 2009

ECI Volunteers — Harvesting fields
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ECI Volunteers — Supporting youth with Tzeva

ECI Volunteers — Distributing food baskets
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ECI Volunteers — Supporting women with skills to return to work
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A healthy and safe workplace

ECl is committed to upholding the rights of all employees and visitors to ECI locations to a
healthy and safe working environment. All ECI operations around the world have policies,
practices and processes in place to ensure compliance to all laws, regulations and accepted
industry standards in their respective countries of operations. Management of safety
performance is regularly reviewed by senior management. ECl is compliant with all legal
requirements in every respect, and in many cases, exceeds minimum requirements.

All ECI facilities are certified to OHSAS 18001 standard and are regularly audited against its
requirements. Internal and external safety audits are frequently performed, and Job Safety
Analyses are regularly implemented and corrective actions taken where appropriate.

ECI reviews accident rates, both at the workplace and on the road, and reviews targets
annually to ensure reduction in both risk and actual accidents.

ECI's methodology for calculating accident rates is:
Number of accidents divided by the number of total hours worked multiplied by 100,000.

Using this methodology, the accident rate in 2009 was 0.24, a reduction from the 2008 rate
of 0.26. This level of accidents is considered low, and the types of accident have become
increasingly minor in the last two years. There are between 40 and 60 minor accidents per
year.

Supporting individual wellbeing and work-life balance

ECI believes in fairly rewarding employees for their contribution and in providing a reward
package with enables employees to enjoy a good standard of living. On average, for
example, the salary of all employees at ECI is over 5 times the level of the statutory
minimum wage. In addition to basic salary, and other benefits as required by law, ECI
provides a range of social and welfare benefits which serve to enhance employees' standard
of living. These include:

e Annual recreation payment over 30% more than the legal minimum in Israel

e Employees may be absent from work due to sickness for up to two days, at full pay,
without sick leave authorized by a medical doctor

e Employees who are sick receive full salary from the first day of sickness which is far
more than determined by law
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e Insurance and savings plans provided by the Company are provided from first day of
employment, rather than after 9 months as required by law.

e The Company funds a comprehensive health insurance plan for all employees and
50% of a dental insurance policy.

e Employees are entitled to three days paid vacation when they marry, and male
employees also get three days paid vacation when their partners give birth to a child.

NB: Information relating to employee benefits relates specifically to ECI's Israel employees.
Global data will be reported in future reports.

Improving employee skills and competencies

ECI is committed to the personal and professional development of employees in the
workplace. ECI develops and maintains a range of training and development programs to
ensure all have the opportunity to develop and progress, including learning skills which are
required on the job. ECl's training programs include professional technical training and
leadership and management training.

Employee performance review

All employees participate in a formal annual performance appraisal which seeks to evaluate
their contribution and identify areas in which the Company can support further personal and
professional development. One key element of the performance appraisal includes the
section "Living our Values", which carries significant weight as one of the four sections of the
evaluation. The evaluation parameters in this section are shown below:
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ECI Values

Needs
Improvement

Partially
Successful

Successful

Highly
Successful

Outstanding

A. Behaves respectfully and fairly
taking into account personal,

cultural and national differences

B. Adheres to ECI code of ethics

C. Committed to behave
according to decisions taken

D. Demonstrates team work and
contributes to creating a positive
and pleasant athmosphere
within the team

E. Initiates innovative and creative
business and technological
solutions

F. Oriented towards service and
quick response to internal and
external customers, and strives

to maximize their satisfaction

Maala Ranking for Social Responsibility in Israel

ECI demonstrates its commitment to Corporate Social and Environmental Responsibility by

participating in the annual Maala Ranking in Israel, which the Company has done since 2004.

Maala is a not-for-profit organization promoting Corporate Social Responsibility in Israel

which produces an annual ranking based on self-declared performance of Companies against

a detailed questionnaire in five areas: ethics, responsible workplace, community investment,

governance and environmental protection. ECl improved its position in this ranking in 2009

vis-a-vis 2008. There are three ranking positions: Platinum, Gold and Silver. In 2009, ECI

received a Platinum Ranking.

Year Ethics Workplace Community | Environment | Overall Rank
2009 10 8 5 10 PLATINUM
2008 9 8 5 10 PLATINUM
2007 6 7 3 8 SILVER

N.B. Scores are out of a possible 10 in each category.

ECI also supports Maala through an annual membership fees that support the work done to

advance corporate responsibility.

For further details, please visit the Maala website: http://www.maala.org.il
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Principle 2 | Business should ensure that they are not complicit in human rights

abuses.

Ensuring Human Rights in ECI’s Supply Chain

ECI takes reasonable measures to ensure the Company is not complicit in Human Rights
abuses in its Supply Chain. ECI maintains a complex network of supply sources ranging from
outsourcing of manufacturing operations, purchasing of components and finished goods,
capital expenditure and a wide range of support services, from close to 700 suppliers (of
which 65% are based in Israel). Each year, ECI spends around $300 Million on the purchase
of these goods and services:

Type of purchase Smillion (approx)
Outsourced manufacturing 140
Semi finished and finished goods 60
Capital Expenditure and services 70
Operating Expenses and Services 30
Total 300

Outsourced manufacturing is currently purchased from 5 key suppliers based in Israel, USA,
China and the Philippines. Flextronics is ECl's largest and longest standing supplier, having
supported our business for several years. Flextronics is a leading Electronics Manufacturing
Services (EMS) provider, with headquarters in Singapore and manufacturing operations
globally, including a major plant close to ECls headquarters in Israel. Flextronics maintains a
strong position on Corporate Responsibility. As part of Flextronics' services provided to ECI,
the Company manages a Vendor Rating System which assesses suppliers for quality, service
and environmental practices. You can find more details about Flextronics on their website:
http://www.flextronics.com.

ECl's new outsourcing supplier approval process includes, in additional to standard
commercial procedures, physical audits at the supplier premises, which consider both
technical capabilities and also decent facilities and working conditions. A new supplier in
Israel, for example, was only approved after an ECI audit recommended the installation of air
conditioning in the factory warehouse, to ensure more humane conditions for warehouse
employees.

ECl’s Purchasing Department, together with Operational Managers as required, conducts a
Quarterly Business Review with all major suppliers in a face-to-face meeting. All aspects of
the Supplier's services are discussed, including, where relevant, aspects related to human

rights and working conditions.
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ECI also invites suppliers to raise any ethical issues relating to ECl's operations or respect for
them in the customer-supplier relationship, and each ECI purchase order contains reference
to ECI's Ethics Hotline for suppliers.

An additional aspect of the purchasing of services is personnel services from local suppliers
who supply cleaning, security and other services to ECI sites. In all contracts with such
suppliers, ECI maintains a clause relating to the payment of salary and benefits to the
supplier's employees, to ensure that suppliers agree to comply with legal requirements and
often exceed legal minimum terms and benefits for their employees. ECI contracts are based
on a calculation of such costs with an additional mark-up for running expenses and
profitability. EClI monitors suppliers' implementation of this contract clause on a regular
basis, via random audits of employee payments. In this way, ECl ensures the Company is not
complicit in the abuse of the rights of third party supplier employees.

During 2010, ECI plans to develop a Code of Ethics specifically for suppliers, to further create
awareness of responsible business practices, ensuring greater levels of compliance and
provide a tool for supplier assessment.

Principle 3 | Business should uphold the freedom of association and the effective

recognition of the right to collective bargaining

ECI believes in the freedom of employees to form or join a representative association. In
practice, EClI employees are employed through personal employment contracts, though all
are free to affiliate themselves with professional associations. In Israel, Brazil and in
Germany, a small number of employees are members of employee associations.

All ECI employees are made aware of their rights when joining the Company and throughout
their employment with ECl. When joining the Company, each employee undergoes a
personal orientation with an ECI Induction Officer whose prime role is to support the
effective integration of new employees. Each employee receives an Employee Handbook in
which key rights are listed, gains access to the Company intranet where additional
information on many subjects relating to workplace policies are contained, and, after a short
period, joins a formal Induction Course at which all aspects of workplace policies are
discussed.

All employees have the opportunity to raise questions about rights and entitlements at any
time, and the Company, usually via the Human Resources team, is committed to responding
in a timely and comprehensive manner.
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Principle 4 | Business should support the elimination of all forms of forced and

compulsory labour

ECI strives to be an employer of choice, where employees can join the organization of their
own free will, and enjoy the benefits of working for a responsible business which supports
their rights. ECI forbids the use of forced labor in any form. All employees are free to select
ECI as their employer and are offered an employment contract which they sign at the start of
their employment with the company. This is a mutually-agreed contract which is freely
accepted by employees. ECI confirms that no-one is employed by the Company against his or
her will, and no form of coercion is used to retain employees in the workplace.

Principle 5 | Business should support the effective abolition of child labour

ECI forbids the use of child labor in any form. ECl complies with all international and local
legislation in all operating countries relating to child labor, and confirms that there are no
children employed by ECI anywhere in the world.

Principle 6 | Business should support the elimination of discrimination in respect of

employment and occupation

ECI Human Resources Strategy

ECl’s HR team works together to build a talented, innovative and engaged effective
employee community and contributes to organizational effectiveness in order to achieve
excellence as a sustainable competitive advantage. The HR Team is committed to promoting
a culture based on the principles of social and environmental responsibility.

Key elements of this work include fostering an organizational culture which drives
acceptance, nurturing of local talent, developing skills and competencies of employees,
improving employee care programs for employee health and wellbeing, improving physical
working environment and supporting diversity and inclusion.
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The HR strategy, as defined by the HR Team in 2009, in support of ECI’s business goals, is
shown below:

HR mission

ECI HR team works together to build a talented, innovative and engaged
employees community and contributes to organizational effectiveness in
order to achieve excellence as a sustainable competitive advantage

HR vision

Be an outstanding HR organization driving EC| towards excellence and business
growth

Our strategy
To generate long term sustainable human capital value through:

« Offering global HR infrastructure to support business growth and agility

» Creating dynamic, energetic and motivating work environment

« Promoting talent management mindset, processes and tools

« Building strong management echelon with scalableleadership capabilities
« Leading change management processes

« Creatinginfrastructure to promote strong corporate responsibility

« Building best in class HR

Equal opportunity, diversity and inclusion

ECI upholds a strict global policy of equal opportunity, diversity and inclusion which is
reinforced in the corporate Code of Ethics. All employees, whatever their background, race,
nationality, gender, colour and all other indicators of diversity are welcome to join ECI
around the world and enjoy the equal opportunity in all aspects of their employment with
the Company. Terms and conditions of employment, including salary and remuneration, are
applied equally for all employees based on performance and potential.

Advancement of women

ECI supports the development of women in the Company and endeavours to ensure
accessibility to all types of roles at different levels of the organization. ECI seeks to create a
culture of inclusion where both men and women understand the need to work together in a
collaborative way based upon mutual respect. During 2009, initial work was completed to
review the position of women in the business and develop a strategic approach to
encouraging more women to join ECl and to advance to positions of greater responsibility. A
Women's Network has been formed to advance this work in 2010, including the
development of key metrics.
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Principle 7 | Business should support a precautionary approach to environmental

challenges

ECI Environmental Management Policy and System

ECl is driven to provide customers worldwide with network telecom infrastructure that will

enable them to address current and future business challenges, and in doing so, consider

environmental impacts through the use of environmentally friendly technology and

technology-driven infrastructures. ECl is committed to achieving high standards of

environmental quality and has established, implemented, and maintains Environmental and

Health & Safety Systems in line with the highest global standards available.

Specifically, ECl is committed to:

Conserve natural resources and reduce the environmental burden of waste
generation and emissions to the air, water, and soil.

Reduce risks and remove environmental hazards through systematic identification,
assessment, and control, and by encouraging employee awareness, individual
obligation, and proactive involvement.

Develop, manufacture, market, and service products that are safe for their intended
use, environmentally friendly, and that can be reused, recycled, or safely
disposed of.

Continuously improve Environmental, Health & Safety Management Systems
and Performance.

Environmental Risk Assessments

ECI regularly carries out environmental risk assessments as part of ECI’s overall corporate

Risk Review. All environmental risk possibilities are reviewed at least annually and often

more frequently. Risk assessments are referred to ECI’s Executive Management for review,

and action programs to address issues are developed and implemented.

ECI external Environmental Standards

The standards to which ECI adheres to as a matter of basic good environmental practice,

which reflect ECI’s precautionary approach, are:

ISO 14001 (Environmental Management)

ECI maintains ISO 14001 certification in all of its own production, logistics and administrative

or service operations as a matter of policy, since 1998. All sites in Israel are formally
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certified, as are all of ECI’s outsourced manufacturing operations. As with all ISO Standards,
each site is regularly audited and corrective actions are taken where necessary on an
ongoing basis.

ECI complies with all relevant regulations and directives including:

REACH (Registration, Evaluation, Authorisation and restriction of Chemicals)
REACH is a new European Union regulation concerning the Registration, Evaluation,
Authorisation and restriction of Chemicals. It came into force on June 1%, 2007. REACH
applies to substances manufactured or imported into the EU in quantities of 1 tonne per
year or more.

For more details on REACH, please see: http://www.hse.gov.uk/REACH/index.htm

RoHS (Restriction of Hazardous Substances)
RoHS prohibilts the use of lead, mercury, cadmium, hexavalent chromium, polybrominated

biphenyls (PBBs) and polybrominated diphenyl ethers (PBDEs) in electrical and electronic
products. This directive was effective in the European Union from 2006. ECI applies this
Directive to all of its production on a voluntary basis, even though not all of our global
operations are bound by this Directive.

WEEE (Waste Electrical and Electronic Equipment)

The WEEE directive of the European Union refers to the recycling properties of electrical and
electronic products, and requires manufacturers to assume the costs of collection,
treatment, recycling and recovery of all Waste Electrical and Electronic Equipment
manufactured or marketed by them. This directive has been in force since 2005. ECI applies
this Directive to all of its production on a voluntary basis, even though not all of our
operations are bound by this Directive.

All ECI suppliers are required to adhere to the above standards and directives as a minimum
condition of eligibility to supply ECI.

Communicating ECl's Environmental Performance: E-TASC

ECI maintains a commitment to transparency of data, not only at an internal level. It is
important for ECI customers to know how the Company is performing regarding social and
environmental issues. Some customers demand data from ECI, and others are happy to
receive our self-generated data reports.
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ECI subscribes to a service called E-TASC — a web-based electronic tracking system for
Environment, Labor, Health and Safety and Ethics related practices. The system requires
quarterly input of all relevant data, and collates scores to form a Scorecard which identifies
high to low risk issues. The E-TASC questionnaire (which is 70 pages long and includes
significant detail) consists of two major components C and F, each subdivided into three
parts that can be completed independently by different personnel according to their areas of
responsibility:

e C: Corporate-level Social and Environmental Responsibility
e (CB: Basic Company Information
e CL: Labor Management and Ethical Conduct
e CH: Health, Safety and Environmental Management
¢ F: Facility-level Social and Environmental Responsibility
e FB: Basic Facility Information
e FL: Facility Labor Management and Ethical Conduct
e FH: Facility Health, Safety and Environmental Management

ECI has been completing the E-TASC questionnaire since March 2008, initially in response to
a request from our client, Deutsche Telekom, whom we authorized to view all data input to
the system. Since then, additional clients use the E-TASC reporting for a fast and
comprehensive route to our overall Corporate Responsibility and Environmental
performance data.
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During 2009, ECI average score across all categories was extremely low-risk, with a result of
95.8% (according to the first half of 2010 report). The breakdown by topic of these scores is

as follows:
Topic: Corporate score:
Environment 94.3%
Labor 92.6%
Health & Safety 94.4%
Ethics 92.5%

(N.B. The overall average of 95.8% is higher than these individual categories due to inclusion of other corporate
level data not shown here separately.)

Areas for improvement in Labor and Ethical standards relate to the management of
standards in the first and second tier supply chain, areas which ECI continues to review.

It is important to note, that since we started using E-TASC in 2008, ECI's overall score has
improved from 86.9% to the current level of 95.8%, thereby demonstrating the Company's

commitment not only to transparency but also to improvement of performance.

For more details on E-TASC, please see the website: http://e-tasc.achilles.com/default.aspx

Management Commitment and Environmental Communications

ECl’s Management is committed to Environmental, Health & Safety Policy
and reviews its management system and Environmental Program results every quarter.
Furthermore, the Environmental Policy and practices are explained and discussed within the
framework of the general training given to all employees, and widely communicated across
the Company.

ECI’s environmental policy is available on our external website. For details, please see:
http://www.ecitele.com/ABOUTECI/QUALITY/Pages/EnvironmentalHealthSafetyPolicy.aspx
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Principle 8 | Business should undertake initiatives to promote greater environmental

responsibility

Metrics reporting

In line with ECI adherence to ISO 14001 requirements, ECI reports all key environmental
metrics internally every six months. These reports are issued to the Company's management
and reviewed in detail. Environmental performance management is carefully assessed both
quantitatively and qualitatively within the Company.

NB: It should be noted that significant reductions across all metrics in 2008 results in part
from a major shift to outsourced production from April 2008. Outsourced production is not
included in the metrics detailed below. Review of environmental metrics at our outsourcing
suppliers in production for ECI is a more complex project and will be reviewed during 2010
and beyond. All figures indicated refer to the company’s operations in Israel.

Paper Usage

ECI makes every effort to reduce paper usage in the Company and has achieved significant
and continuous progress over the past four years. The following chart shows a 61%
reduction in paper usage over 3 years, though the large drop in 2007-2008 s largely due to
outsourcing of production operations. Overall, this represents a reduction in usage
calculated on a per employee basis from 28 kg per employee in 2006 to 15.2 kg per
employee in 2009.

EClprogressive reductionin PAPER USAGE in Israel since 2006
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M Paper consumption (KG per annum)
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These reductions have been achieved through consistent implementation of process
changes such as:

e Increase employee awareness through “All4Green” activities.

e Move to double-sided default printing in all of EClI's offices and manufacturing
locations

e Reuse of one-sided printed paper for internal purposes

e Paper toweling in washrooms is dispensed in separate sheets.

e Significantly reduced levels of photocopying from 7.2 kg weight per year per
employee in 2006 to 4.4 kg weight per year per employee in 2009.
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Cartonboard usage

ECI makes every effort to reduce cartonboard usage in the Company and has achieved
significant and continuous progress over the past four years. The following chart shows a
massive reduction in cartonboard usage over 4 years, which includes a significant reduction
after the move to outsourcing in 2008.

Reductionin use of cartonboard since 2006
(tons per year)

Total Tons
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These reductions have been achieved through consistent implementation of the following:
e Redesign of ECI packaging with reduced cartonboard requirements

e Consolidation of product packaging types
e Use of lighter weight cartonboard for packaging
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Electricity consumption

ECI has made, and continues to make, every effort to reduce electricity consumption in all of

the Company's operations as can be shown in the following chart.

Electicity usage in kilowatt/hoursince 2006

Total kilowatt
per hour
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These reductions have been achieved through:

Continuous implementation of responsible practices in all Company offices and
locations including automatically turning-off of lights and all electrical and computer
equipment when not in use

Installation of sensors in meetings rooms, offices, and corridors to shut off air
conditioning and lights when not in use

Replacement and use of higher energy efficient equipment including replacement of
fluorescent illumination bulbs

Replacement of cold water pumps to improve efficiency

Replacement of insulators of the air-conditioning cold water pipes

Installation of building control system for air-conditioning savings

Replacement of fresh air units from old to DUCOOL (improved units) at main campus

However, it must be noted that the most significant effect on direct electricity usage

reduction was the outsourcing of manufacturing operations which occurred in April 2008. In

2009, a new benchmark for internal operations was established as a basis for ongoing annual

performance improvements.
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Fuel Consumption

ECI makes every effort to reduce the levels of fuel consumed through the operation of
Company vehicles, both through reduction in overall number of vehicles (1008 in 2008 to
972 in 2009) and through improved fuel-efficient practices. The reduction in fuel usage can
be seen in the following chart.

Fuel usage for company vehicles since 2008

(million liters)
Total Liters
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This reduction has been achieved through:
e Increased use of car pooling
e Move to partial use of hybrid vehicles
e Training of ECl employees in fuel efficient driving practices
e Greater use of virtual alternatives for meetings instead of physical meetings requiring
travel
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Water consumption

ECI makes every effort to reduce water consumption in the Company, as is demonstrated by
the following chart:

Reduction in water usage (cubic meters)

Total cubic
meters
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This reduction has been achieved through:
e Replacement of all regular taps with water-efficient taps.
e Adjusting activities for economizing irrigation, automatic irrigation and reuse of
water in air-conditioning systems.
e Awareness drive to encourage use of half-flush tank in bathrooms.
e Monthly company vehicle dry car-wash, avoiding significant water usage.
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Industrial Waste

ECI has made, and continues to make, every effort to reduce industrial waste in all the
Company's operations as can be shown in the following chart. Industrial waste includes all
electronic waste, metals, batteries and more.

Reductionin Industrial Waste in Tons

Total Tons
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The reduction in waste has been achieved by:
e Encouraging employees to recycle all electronic waste.
e Recycling CDs.
e Recycling of used batteries.
e Use of rechargeable batteries.
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Waste to landfill

ECI progressively reduces negative impacts on the environment as a result of waste which is
sent to landfill as can be seen from the following chart.

Reductionin waste to landfill (tons)

Total Tons
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This is a result of a reduction of the total overall waste levels generated as mentioned above,
the move to outsourcing in April 2008 whose impacts are not reflected in this chart, and
increased levels of recycling in the Company.

Recycling

ECI makes every attempt to recycle as much as possible before committing to landfill. In
2008/9 the total numbers of tons of cartons recycled directly by ECI reduced significantly in
part due to reduction in overall material usage and in part due to outsourcing operations,
which are not reflected in the chart. However, ECI’s underlying performance is based on a
commitment to recycle as far as possible.
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Total tons
120

100 -

80 -

60 -

40 -

20

2007 2008

Employee awareness of environmental issues

ECI employs an internal Environmental Trainer on a full time basis, whose main work is to
develop employee environmental training programs and assist employees in implementing
environmental practices. Employee training includes familiarization with the ISO 14001
standard, which is very detailed in its attention to environmental issues.

In addition, a very strong internal communications program about environmental issues is a
feature of ECI’s internal processes to ensure heightened environmental awareness on the
part of employees, and improved personal accountability for environmental practices.

Recycling corners are installed in all communal areas with containers for paper, plastic and
electronic waste recycling, making it easy for employees to make recycling a habit.

This has enabled ECI to deliver significant performance improvements as mentioned in the
above sections.

Outsourcing and environmental impacts

All ECI outsourcing suppliers are made aware of ECl environmental objectives and strive to
support ECI overall impact though their own operations. The largest of these outsourcing
operators, as previously mentioned, is Flextronics, who maintains outstanding
environmental practices as can be seen on the Flextronics website:

http://www.flextronics.com/sbs/about/default.aspx
Together, ECI works with Flextronics and other suppliers to review production and supply

practices and identify opportunities for environmental impact reduction.
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Principle 9 | Business should encourage the development and diffusion of

environmentally friendly technologies

ECI — technology with environmental benefits

The great strides made possible by wireless communications and global networking
infrastructure developed by ECI are at the core of inherently environmentally favorable
platforms which telecoms carriers and service providers around the world can use to address
their current and future business challenges. ECl supplies best-of-breed infrastructure
solutions which offer lowest environmental impact. In this way, ECI technology solutions
bring significant positive indirect environmental impact, a fact which ECl is proud to share.

Green platforms and green technologies

In addition to complying with industry standards and regulations, and voluntary codes, ECI
goes one step further by designing multifunctional platforms that are environmentally
friendly. Multi-service platforms are by nature more environmentally favorable as they
require fewer resources to operate. 1Net, ECI’s business proposition, offers a cost-effective
and environmentally-safe framework to help service providers migrate their networks to
next-generation while saving money and resources.

ECI’s products and their key characteristics include:

e Access Platforms are designed as multi-service, supporting xDSL, fiber access and NG-
Voice applications from the same chassis. Whenever possible, ECl uses fan-less
designs or temperature controlled fans that consume less power. Unnecessary
functions and unused cards in the chassis are disabled to save energy. The platforms
optimize power according to the actual length of the copper wire to the subscriber.

e Transport Platforms are developed as converged products, supporting multiple
technologies (such as SDH/SONET, WDM, Ethernet), thereby eliminating the need for
multiple boxes in a node, and resulting in over 50% reduction of total power
consumption.

e ECI’s design team strives to constantly improve power efficiency of components and
systems. For example, the XDM® SDH switching capacity has increased by 300% 300
since 2001, while the associated power consumption has increased by only 33%.

e ECI has constantly enhanced automation and remote operation to minimize the need
for engineers and personnel to visit remote telecom sites.
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e ECI’s Carrier Ethernet platforms include variable speed fans, designed specifically to
conserve energy. Each card's temperature is individually monitored, and the fan
speed is increased only when absolutely necessary for additional cooling. The flagship
9700 exceeds leading North American best practice for telecommunications
equipment energy efficiency requirements.

Download ECI’s Booklet on Corporate Responsibility and Green Platforms
http://www.ecitele.com/AboutECI/about%20eci/Corporate Social Responsibility.pdf

Environmentally guided product development

ECI Product Development maintains environmental concerns at the heart of the product
development process and considers every aspect of product lifecycle in the design and
development phases.

ECI has developed a unique Product Attributes Environmental Declaration (PAED) form. The
Form provides details of all the Environmental Specification of the products including:

e Conformance to voluntary environmental program requirements such as 1ISO14001
e Conformance to environmental specifications, including :
o Lifetime Extension of specific parts (processors, memory, caches etc)
o Spare parts availability
o Warranty
o Power consumption
o Electromagnetic Emission levels
e Acoustical noise
e Materials (such as asbestos, cadmium, mercury, ozone depleting substances, chloro-
paraffins, lead, PCB or PCT etc, if these are contained in the product)
o Disassembly details
e Batteries contained with the product and specification details

e Packaging materials and conformance with packaging specifications
e Take-back information of take-back and recycling services offered by ECI.

Company procedures for environmentally friendly new product design

All ECI’s new product design is governed by Company Order NO. 42-20-15, whose purpose is
to provide instructions and define the principles for the design of environmentally friendly
products, in order to comply with the requirements of the law, standards, and regulatory
requirements, and to satisfy customer requirements.
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Here is an example of the principles contained in this procedure.

During product development, attention must be given to the environmental friendliness of

the product, throughout its life cycle and at the end of it, from the specification stage to

scrap. During the design stage, consideration must therefore be given to the production

technologies, the production processes and the auxiliary materials required in the

production processes, to ensure that the product indeed complies with the environmental

friendliness requirement.

Company procedure for environmentally friendly product packaging design

All new product packaging design is guided by Company procedure NO. LSN- 22-20-21,

whose purpose is to define the method for new package design that is compliant with

logistic, engineering and environmental requirements. Here is an example of the guidelines

contained in this procedure.

In order to reduce waste and the environmental impact of used package waste once the
package is received by the Division's clients, the Mechanical Design Engineer will comply
with the following guidelines:

A package design that features the minimum possible volume that still ensures the
completeness of the packed material. This must be coordinated in advance with the
relevant Operations personnel.

A package design that enables separation of elements if the packages are made up
of different materials.

Preference for use of identical materials for the packaging and the packaging filler.

Preference for the use of recyclable / degradable materials, such as: paper,
cardboard and degradable plastic. Note: Do not use paper or cardboard products
that have been subjected to bleaching with chlorine or any of its compounds.

Preference for use of the minimum possible paper or wood weight that still ensures
the completeness of the packed material.

Refrain from the use of plastic materials known to have an adverse environmental
impact, such as: polyurethane foam, polystyrene foam, and polyvinyl fluoride.

Minimal use of toxic materials, such as heavy metals and compounds that release
toxins in fires or when buried at landfills.

Reduction/ removal of elements from the packing in order to reduce the amount of
packing materials entering the waste flow, such as: tags, ink, glues and lacquers. If
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use of these elements is necessary, water-based materials are to be preferred to
materials based on organic solvents.

° Minimal use of anti-inflammable additives that bring about corrosion problems
during the recycling process.

Principle 10 Business should work against corruption in all its forms, including
extortion and bribery

ECI expressly forbids corruption in all its forms, including extortion and bribery, and makes
this clear to all employees. The key paragraphs relating to corruption in the Company's Code
of Ethics are reprinted below.

Bribery, Presents or Receipt of Consideration

Company policy prohibits direct or indirect bribes, kickbacks and other similar payoffs and
benefits paid to suppliers, distributors, customers, business partners, or other third parties,
nor may any employee receive directly or indirectly any benefit or present for performing, or
for avoiding to perform, any activity on behalf of the Company or related to his/her work.

Fraud & Similar Irregularities
Company policy prohibits fraud or any fraudulent act, by any employee for his own benefit
or for the company’s benefit.

As has been mentioned above, the Company code of Ethics is communicated and assimilated
at all levels of the organization on a regular basis. ECl is confident that the processes are in
place to ensure a corruption-free business culture and appropriate business practices.
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ECl Telecom - future commitments

During 2009 and continuing in 2010/2011, ECI plans to advance the following key objectives:

Improve employee awareness of CSR programs

Roll-out of employee training and discussion groups on the subject of the Global Compact
principles and possible ways of improving Company activities in support of these principles.

Green platform for new technologies

Greater focus on the development of green technologies and leverage of environmental
benefits in communications with clients.

Expand Ethical Conduct into the Supply Chain
Development of a Code of Ethics for suppliers and process of implementation.

Overall environmental impacts improvement

Achieve percentage improvement in E-TASC scores

Continue to improve internal service

Ongoing attention to employee feedback and implementation of solutions in response to
employee requirements and feedback.

Develop diversity oriented recruitment procedures

New recruitment procedures to ensure the attraction of a diverse range of potential
employees, and their successful induction into the business.

Develop an “advancing women in business” program

Program to develop greater gender-awareness by men and women in the business, and
development of metrics and solutions to deliver improved results.

Community investment

Continuation and development of community activities including increase in number of
company volunteers.
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About this communication

This is ECl’s first Communication on Progress and covers all of the company’s global
operations during 2009, unless otherwise stated. All ECI operations around the world are
committed to the Global Compact principles, and are working in many ways to make
continuous further progress.

Availability of this Communication on Progress

This communication on Progress is posted on the UNGC website and on ECI’s global website.
Internally, this Communication on Progress will be available on the Company's global
intranet site for all employees to view, supported by a summary of the importance of
participation in the UNGC. During the coming months, we will translate this COP into more
languages, in order to facilitate accessibility by more employees and local business partners,
suppliers and customers. In addition, we plan a series of internal discussion groups with
Managers and employees to discuss opportunities to improve our application of the UNGC
principles.

Advisor Statement

This Communication on Progress has been prepared with the support of an external
specialist in Corporate Responsibility practices who verifies that all contents are a true and
accurate representation of ECI’s adherence to UNGC principles.

Elaine Cohen, CEO of Beyond Business Ltd
www.b-yond.biz/en | September 2010
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