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March 24, 2024

Letter from the Chairman of the Board
Benjamin Gabbay

2023 was a difficult and complex year for the State of Israel. It was a year in
which internal disputes intensified over the issue of judicial reform. On
October 7, Hamas launched a murderous attack on Israel, which led to the
Iron Swords War which has yet to end, and to escalation on several fronts. All
of us at the Phoenix group bow our heads in memory of the fallen, embrace
their family members, send a prayer for the safety of the hostages and the
soldiers, and wish the wounded a full recovery.

As a leading financials group that serves people across the country, Phoenix
responded immediately to support our community. Through dozens of
volunteering programs, we were able to provide solutions and a helping hand
to many in need. In the first days of the War, we initiated and led the
provision of immediate resources for the Barzilai Medical Center located in the
south. Across our businesses, Phoenix ensured full business continuity to all
clients with efficient and effective service, as is expected of us. We then
provided ongoing, wide-ranging support to our clients, agents, business
partners, as well as supporting our employees and each other. The group will
continue to work for the benefit of the evacuees, victims, and Israeli society
as a whole.

In addition to the war, 2023 brought multiple social, political, and economic
challenges. The strength of an organization is tested during challenging times,
and I am proud that Phoenix’s capabilities, strategic focus, and adaptive
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management led to another year of growth and improved performance in core
income from Insurance activities and from Asset Management and Credit
activities.

Challenging times also underscore the importance of sound corporate
governance and capable management to navigate and ensure value creation,
risk management, and financial resilience. I am proud of the collaboration
with my colleagues on the Board and with management, and believe that
these efforts will continue to bear fruit in the years to come.

Looking ahead, the group will continue to focus on strategic execution
including accelerated growth, higher profitability, innovation, client service,
and financial resilience. Phoenix has developed diverse sources of growing
cash flows and proven its ability to consistently distribute attractive dividends,
and we intend to continue to work to create and unlock value across the
group.

In the near future, the Board of Directors plans to adopt new medium-term
targets that will reflect our confidence in the group’s CEO, management, and
employees to drive continued success and strategic execution.

Together with the Board of Directors, I would like to thank the group’s
employees and management for .their efforts supporting public causes during
these challenging times while also ensuring business continuity and achieving
goals and targets during the past year.

Finally, once again I convey our hope for the recovery of the wounded and
the speedy return of the hostages.

Benjamin Gabbay
Chairman of the Board, Phoenix Holdings
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Description of the Corporation's Business - Consolidated

This chapter of the Periodic Report contains a description of the Company's operations and business
development in 2023 (hereinafter - the “reporting year” or the “reporting period”).!

For simplification purposes, the Group divided the presentation of its operating results into two key activities:
The first - Insurance; and the second - Asset Management and Credit.

Activity structure:

The Phoenix Holdings Ltd.

Asset Management & Credit

@ Refirement (Pension & Provident)
® |ife & Savings

® Investment House & Wealth
® PRC

® Private Credit (Business & Consumer)
@ Health & Travel

® Distribution / Agencies

The said activities are divided in the Report into seven reporting segments. The insurance activity is divided
into three reporting segments - life and savings, Property and Casualty, and health insurance. The Asset
Management and Credit activity is divided into four further reporting segments - asset management -
Retirement (Pension and Provident), asset management - Investment House and Wealth, Credit and
Distribution (Agencies). The various segments shall be named hereinafter in the Report on the Company’s
Business as “activities” or “segments”.

In its insurance activity, the Company operates through The Phoenix Insurance Company Ltd.;

In the asset management and credit activity, the Company operates in the different subsegments mainly
through The Phoenix Pension and Provident Funds Ltd., The Phoenix Investment House Ltd., The Phoenix
Advanced Investments Ltd., The Phoenix Insurance Agencies 1989 Ltd. and the agencies it owns and holds;
and through Gama Management and Clearing Ltd. - a reporting corporation wholly-owned (indirectly) by
the Company;

As of the report date, the Group has approx. NIS 433 billion in assets under management. For a breakdown
of the assets under management, see Section 4.4.3 below.

The report was prepared in accordance with the Securities Regulations (Periodic and Immediate Reports),
1970, and with respect to the Group's insurance, pension and provident fund operations - in accordance with

circulars and guidance issued by the Commissioner of Capital Market, Insurance and Savings Authority.

! Pursuant to Regulation 8C of the Securities Regulations, the provisions of Regulation 8(b) 8A and 8B of the Securities Regulations do
not apply to information in the periodic report of a corporation that consolidated or proportionately consolidated an insurer or where the
insurer is its associate, insofar as this information pertains to the insurer.

The Phoenix Holdings Ltd. 1-1
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The materiality of the information contained in this Periodic Report, including the description of material
transactions during the reporting year, is examined from the Company's perspective, and in some cases, the
description is extended beyond the reporting year to provide a more comprehensive view of the subject matter.
Chapter A of this report - “Description of Company’s Business”, should be read together with all other parts of
the Periodic Report, including the Report of the Board of Directors and the notes to the Financial Statements.
As part of the Company’s policy to increase its exposure to international investors, it adopted a voluntary
reporting policy in English. For further details, see the Company's immediate report dated February 25, 2021
(Ref. No. 2021-01-023287).

Forward-looking information

This report contains forward-looking information, as defined in the Securities Law, 1968. Among other things,
this information contains forecasts, goals, estimates and assessments relating to future events or matters,
including reference to risk factors and developments other than those described in the report, the
materialization of which is uncertain and may be affected by various factors that are beyond the Company's
control.

Forward-looking information is not a proven fact and is based, in part, on the Company's estimates, which are
based on various, diverse data and entities that have not been verified or confirmed by the Company.

It is clarified that actual future results may differ than those described in this report. Forward-looking
information in this report refers exclusively to the date on which the report was written, and the Company is
under no obligation to revise and/or change any information pertaining to forward-looking information as it
appears in the report, insofar as it becomes aware of any additional information in connection with such
information.

14

Reference to forward-looking information in this report generally includes terms such as “assessment,

"\

“expectation,” “intention” and the like.

Monetary values in this chapter and in the Report of the Board of Directors are generally in millions of NIS
(unless otherwise stated). Monetary values stated in the financial statements are generally in thousands of

NIS (unless otherwise stated).

The Company’s business and terms specific to the insurance and finance industries

The Company's business are in sectors that require considerable professional knowledge and contain
numerous professional terms. To clarify the information presented in this report wherever possible, the
description of the Group's operations makes use of these professional terms, accompanied by the clearest
possible explanations and notes.

The description presented in this report is for the purpose of the report alone, and does not constitute advice
or a recommendation in relation to the insurance policies, provident funds, mutual funds, and alternative
investment products, pension funds and other areas of activity detailed in this report, nor should it be used to
interpret the insurance plans or rules and miscellaneous regulations.

The binding terms and conditions of the Company's policies, provident funds, pension funds, mutual funds,
alternative investment products and other products are those terms and conditions specified in the policies,
pension fund and provident fund articles, and in the various agreements made in the Company's other areas

of activity.
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Glossary of Terms

The insurance industry has a specific jargon. The following terms, among others, will be used in this report:

“Designated bonds”

“Institutional entity”
“Financial Statements”
and/or “Financial Report”
“Insurance premiums”

“Contributions towards
benefits”
“Fees”

The “"Commissioner”
“Management company

”

“Insurance contracts”
“Investment contracts”
“Yield-dependent
contracts”

“Prohibition on Money
Laundering Law”

“Reduction of
Concentration Law”
“Companies Law”
“Advice Law”

“Advice and Marketing
Law”

“Supervision Law”
"Joint Investments in
Trust Law"

“Insurance Contracts Law”
“Securities Law”
“CRAV Law" or "Road
Accident Victims
Compensation Law”
“Provident Funds Law”
“Underwriting”

"International Financial
Reporting Standards” or
“IFRS"

The Phoenix Holdings Ltd.

CPI-linked government bonds issued by the Israeli government to insurance
companies and pension funds at a pre-determined interest rate and for pre-
determined terms. In life insurance - Life insurance linked (“Hetz") bonds
were issued, and in pension - "Miron" and "Arad" bonds.

An insurer and management company, as defined in the Supervision Law.
The Company's financial statements as of December 31, 2023.

The amounts paid by a policyholder to an insurer under an insurance
contract (policy), which is not an investment contract.

The amount deposited by (or for) a planholder with a pension fund or
provident fund.

A common term for registration fees, policy fees, levy fees and credit fees.
These amounts are included in the insurance premiums and are intended
to cover the insurer's expenses.

The Commissioner of the Capital Market, Insurance and Savings Authority.
A company engaged in the management of provident funds or pension
funds and which has received a license to do so from the Commissioner of
Capital Markets, Insurance and Savings in the Ministry of Finance, in
accordance with Section 4 of the Provident Funds Law as defined below.
As defined in Note 1 to the Financial Statements in the “Definitions” section.
As defined in Note 1 to the Financial Statements in the “Definitions” section.
As defined in Note 1 to the Financial Statements in the “Definitions” section.

Prohibition on Money Laundering Law, 2000.

Law for the Promotion of Competition and Reduction of Concentration,
2013.

The Companies Law, 1999.

The Law Regulating the Practice of Investment Advice, Investment
Marketing and Investment Portfolio Management, 1995.

The Financial Services Supervision Law (Pension Advice and Marketing),
2005.

Financial Services Supervision Law (Insurance), 1981.

Joint Investments in Trust Law, 1994.

The Insurance Contracts Law, 1981.
Securities Law"-the Securities Law, 1968.
Compensation for Road Accident Victims Compensation Law, 1975.

The Financial Services Supervision Law (Provident Funds), 2005.

The process of approving an insurance offer and setting the premium, in
accordance with actuarial assumptions, for the data specified in the
insurance offer and additional information available to the insurer.
International Financial Reporting Standards that include International
Financial Reporting Standards (IFRSs), International Accounting Standards

1-5
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“Policyholder” and/or
“Planholder”
“Pension product”

“Financial asset”

“Long-term savings assets”

“Motor Vehicle
Insurance Ordinance”
“Income Tax Ordinance
“Individual”

”

“Premium”

“Accrual”

“Collective”

"Insurance fund"

“Provident fund”

“General fund”
“Mutual fund”

“Pension fund”

“0Old pension fund”
“New pension fund”

The Phoenix Holdings Ltd.

(IASs), and interpretations of International Financial Reporting Standards
(IFRICs) and International Accounting Standards (SICs).

The policyholder in life insurance and the planholder in pension funds and
provident funds.

A provident fund, pension fund, advanced education fund, or insurance
policy that is an equity provident fund or an annuity provident fund, a life
insurance plan or disability insurance plan included in the above plans or
sold along with one of them, according to the definitions set out in the
Advice and Marketing Law.

As defined in the Advice Law (Securities, Structured Products and
Participation Units in Mutual Funds).

Assets that include the assets of provident funds and pension funds -
excluding old funds, assets held by insurers to cover yield-dependent life
insurance liabilities, assets held by insurers to cover their liabilities under
life insurance plans that provide the policyholder with a guaranteed return,
and in respect of which the policyholder is not entitled to designated bonds.
Motor Vehicle Insurance Ordinance [New Version], 1970.

Income Tax Ordinance [New Version], 1961.

Policyholders who are private individuals or small business customers, with
whom the insurance company contracts on an individual basis.

The insurance premiums and other payments that the policyholder must
pay the insurer in accordance with the terms and conditions of the policy,
including fees.

In long-term savings - the amounts accrued for planholders in a provident
fund or pension fund or in a life insurance policy with a savings component.
A group of people (usually from a single workplace, or members of an
organization or having supplier-customer relationship with a corporation or
organization), with whom the insurance company enters into a single
agreement that insures all group members (rather than into individual
contracts with each member of the Group).

An insurance plan approved as a provident fund for pension, severance pay
or annuity, both under the Provident Funds Law and Provident Fund
Regulations.

A provident fund (as defined in the Provident Funds Law), which is not a
pension fund, but rather constituting a "pure" savings instrument in which
the saved funds and the return payable in respect thereof are paid to the
saver upon reaching retirement age, or at another time. For this purpose,
the definition does not include “pension fund" or “insurance fund", as
defined above and below.

An annuity provident fund that is not eligible for investment in designated
bonds.

A joint investment trust fund, as defined in Section 3 of the Joint
Investments in Trust Law.

An annuity provident fund as defined in the Provident Funds Law, which is
not an insurance fund and constitutes a savings instrument intended to pay
the saver a monthly annuity after his/her retirement and for the rest of
his/her life; a pension fund usually provides life insurance and disability
insurance.

A pension fund established prior to January 1 1995.

A pension fund established as from January 1 1995.
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“Supplementary
Healthcare Services”
or “"SHABAN"

“Retention”

“Insurance benefits”

“Minimum Capital
Regulations”
“Investment Regulations
and/or “Investment rules”

”

“Provident Fund
Regulations”-
“Securities Regulations”

Additional health services that supplement the basic Healthcare Services
Basket. The programs operated by the health maintenance organizations,
including Shaban, are regulated by the Ministry of Health.

The maximum amount of risk retained by an insurer after transferring some
of the risk to a reinsurer.

Amounts to be paid upon the occurrence of an insured event according to
the terms and conditions of the policy.

Supervision of Financial Services Regulations (Insurance) (Minimum Capital
Required for Insurer License), 2018;

Supervision of Financial Services Regulations (Provident Funds)
(Investment Rules Applicable to Institutional Entities), 2012 and/or the
Supervision of Insurance Business Regulations (Mode of Investment of the
Capital and Reserves of an Insurer and Management of its Liabilities), 2001.
Income Tax Regulations (Rules for the Approval and Management of

Provident Funds), 1964.

- Securities Regulations (Periodic and Immediate Reports), 1970.

For the sake of convenience, in this report, the following abbreviations shall have
the meaning assigned to them, as follows:

The "Company" and/or
the "Corporation" and/or
“The Phoenix Holdings”

The "Group" and/or “The
Phoenix group"

“The Phoenix
Insurance group”
“Agam Leaderim”
“Phoenix Investment
House”

“The Phoenix Pension
and Provident Fund”
“Gama Management
and Clearing” and/or
“The Phoenix Gama”
The “Stock Exchange”
or “TASE"

“The Phoenix
Insurance”

“The Phoenix Capital
Raising”

“The Phoenix
Investments”

“The Phoenix
Agencies”

“Ad 120"
“Phoeniclass”

“Oren Mizrach”

“IEC Gemel”

The Phoenix Holdings Ltd.

The Phoenix Holdings Ltd.

The Phoenix Holdings and its investees.

The Phoenix Insurance Company Ltd. and its subsidiaries.

Agam Leaderim Insurance Agency (2003) Ltd.

The Phoenix Investment House Ltd. (formerly - Excellence Investments
Ltd.) and the companies under its control.

The Phoenix Pension and Provident Fund Ltd.

Gama Management and Clearing Ltd.

The Tel Aviv Stock Exchange Ltd.

The Phoenix Insurance Company Ltd.

The Phoenix Capital Raising (2009) Ltd.

The Phoenix Investments and Finances Ltd.

The Phoenix Insurance Agencies 1989 Ltd.

Ad 120 Residence Centers for Senior Citizens Ltd.
Phoeniclass Ltd.

Oren Mizrach Insurance Agency Ltd.
The Phoenix IEC Central Severance Fund Ltd.
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1.1. The Group’s Activity and Description of the Development of

its Business

The Phoenix Holdings Ltd. was incorporated in 1949 and has been a publicly-traded company since
1978. As of the report publication date, the Company’s shares are traded on a number of indices,
mainly Tel Aviv 35. Bonds issued by the Company are listed in the Tel Bond Linked Yeter, Tel Bond
Linked, and Tel Bond Maagar indices.

The controlling shareholder of the Company is Belenus Lux S.a.r.l. (hereinafter - "Belenus"), which is
indirectly held through a chain of companies, by CCP III Cayman GP Ltd.,> Matthew Botein, Lewis (Lee)
Sachs.

As of the report’s publication date Belenus holds approx. 31.22% of the Company’s shares. For further
details regarding a transaction for the sale of approx. 2% of the Company’s shares in the reporting
period, see immediate report dated August 15, 2023 (Ref. No.: 2023-01-075799).

1.2. The Group’s Structure

The following chart illustrates the principal holdings of the Company, close to the report’s publication
date. A full list of the Company's investees at the report date is included in Part Four of the Periodic

Report, under Regulation 11 of the Securities Regulations.

For the holding structure of The Phoenix Holdings, see Section 1.1.

2 Matthew Botein and Lewis (Lee) Sachs hold equal shares in Gallatin Point (GP) LLC, whose holdings are through a number of Belenus
companies.
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The Phoenix
Investments and
Finances Ltd.

The Phoenix Advanced
Investments Ltd.

71.3%
88.44% The Phoenix Investment
House Ltd.(*)
100% Gama Management
and Clearing Ltd.

(1) Formerly Excellence Investments Ltd.

The holding structure includes the Group's principal companies. As as result, subsidiaries of the insurance agencies were not included.

The Phoenix Holdings Ltd. (P.C.)

100%

The Phoenix
Insurance
Company Ltd.

100% The Phoenix Capital
Raising (2009) Ltd.

49%
18%

32%

50.5%

The Phoenix
Insurance Agencies
989 Ltd.

The Phoenix IEC Central
Severance Fund Ltd.

The Phoenix Pension
and Provident Fund Ltd.

Companies established for the purpose of investing in real estate properties and some of the non-material subsidiaries of The Phoenix Investment House, The Phoenix Investments and Finances and The Phoenix Advanced Investments were not included.

December 2023

The Phoenix Holdings Ltd.

1-11



Description of the Corporation’s Business ‘(Phoenlx

1.3. Key Milestones in the Development of the Group’s Business during the
Reporting Year and until the Report Publication Date
General

1.3.1 Interest rates, the capital market and inflation

Changes in the risk-free interest rate curve and capital market affect The Phoenix Insurance’s
assets, liabilities, financial performance, and solvency ratio. The Company manages the interest
rate risks of all of its assets and liabilities.

Interest rates - during the reporting period, the Bank of Israel increased its interest rate from
3.25% to 4.75%. Furthermore, in the reporting period, the NIS interest rate curves increased,
and on the other hand the illiquidity premium decreased by approx. 0.35%. Changes in the
shekel interest rate curve affect both the Company’s financial results and The Phoenix
Insurance’s solvency ratio; in accordance with the provisions for calculating the solvency ratio,
the illiquidity premium is not used.

The capital market - during the reporting period, there was volatility in financial markets in
Israel and across the world. These changes affected both the Company’s financial results, and
The Phoenix Insurance’s solvency ratio.

Inflation - during the reporting period, the inflation rate increased by 3.3%.

In the period subsequent to the reporting date through immediately prior to the financial
statements publication date, financial markets in Israel and across the world continued to be
volatile (for further details regarding the Iron Swords War, see Section 1.3.2 below), and the
Bank of Israel lowered the interest rate by 0.25% concurrently with expectations of a decrease
in inflation in Israel and globally in 2024r.

For further details regarding the effects of changes in the interest rate curve, the capital market
and inflation rates on the Company’s financial results, see Section 3 to the Report of the Board
of Directors, and Note 41 to the Financial Report for 2023. As to the effect of the changes in
the shekel yield curve and in capital markets on The Phoenix Insurance’s solvency ratio, see
Section 2.1.5 to the Report of the Board of Directors, and Section 8 in The Phoenix Insurance’s
Economic Solvency Ratio Report as of June 30, 2023.

For the purpose if using its financial results, the Company uses a real return of 3% (see Section
5.4.1 to the Report of the Board of Directors); in view of that, the changes in the CPI, as stated
above, affects the classification of amounts between underwriting income and investment

income.

1.3.2 The Iron Swords War
On October 7, 2023, the Iron Swords War between the State of Israel and the Gaza-based
“Hamas" terror organization broke out (hereinafter - the “War"), following a murderous attack
by Hamas on localities in southern Israel. Based on published data, as of the report publication
date, more than 1,450 Israeli citizens were murdered (including members of the defense forces)

as part of the War, approx. 11,500 sustained various injuries, and 134 citizens and soldiers are

The Phoenix Holdings Ltd. 1-12



Description of the Corporation’s Business ‘(rPhoenlx

defined as hostages. In addition to the War in Gaza, Israel is involved in an armed conflict and
military operational activity of varying intensities and in a number of fronts, the main of which
is the conflict in the north of Israel, which has also driven tens of thousands of Israelis from
their homes. The War and all of the activities in the various fronts have an adverse effect on
the Israeli economy.

Following the above, the rating agency Moody’s placed the State of Israel’s credit rating on the
Rating Watch Negative list, and thereafter, on February 9, 2024, it downgraded the State of
Israel’s credit rating to A2 with a negative outlook. The rating agency Fitch announced - on
October 17, 2023 - on the placement of the State of Israel’s Rating Watch Negative list, and
the rating agency S&P announced - on October 24, 2023 - that it revised its outlook for the
State of Israel’s rating to negative. The rating downgrade did not have a significant effect on
The Phoenix group. For details regarding the Company’s rating, see Note 27 to the Financial
Report.

Due to its activity, The Phoenix group is exposed to declines in the financial markets, a
slowdown in activity, and to other risks arising from the War. For further details on sensitivity
and exposure to risk factors, see also Note 41 to the Financial Report.

During the period from the outbreak of the War through the report publication date, the War
impacted the Group’s activity and results; this was mainly reflected in direct effects on life

products claims (life and disability insurance) and capital market volatility.

At this stage, there is uncertainty as to the development of the War, its scope and duration.
Therefore, at this stage it is not possible to assess the full effect of the War on the Company

and its results in the medium term; however, this effect is not expected to be material.

The potential risks associated with the War include slumps in the Israeli capital market, decline
in investments in the Israeli economy, including foreign investments and investments in high-
tech companies, decline in GDP, budget deficit, downgrade of Israel’s credit rating, changes in
yield curves and in central bank’s interest rate, and more.

The Company presents in the special items line item only direct effects of Iron Swords on its
results.

Following are data regarding the effect of the War through the report publication date.

The War affects The Phoenix group on a number of levels:

1. Business continuity
The Company acted quickly to make the required preparations; it continues to render all
of its services to all of its customers across all areas of activity in an efficient manner, and
even implemented, at the beginning of the War, a business continuity plan that ensures

employees are able to work remotely, while supporting the employees’ needs.

2. Operating results of insurance underwriting

Following are the key effects in the different subsegments as of the publication date of

the financial statements.

The Phoenix Holdings Ltd. 1-13
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A. Life insurance and long-term savings -

The exposure arises mainly from life insurance, disability, and disability insurance.
As of the balance sheet date, claims amounting to a total of approx. NIS 40 million
(retention) were established.

The Phoenix Insurance has in place a non-proportional reinsurance contract, which
provides coverage in respect of loss of life and disabilities resulting from a
catastrophe event, and which mitigated the exposure to this risk in accordance with
the policy’s terms. Furthermore, the Company has a proportional reinsurance
contract in respect of its disability insurance business, which mitigates the exposure
to this subsegment. For details regarding catastrophe event reinsurance contracts,
see Note 41(5) to the Financial Report.

B. Health insurance (including long-term care) -
In the Health Insurance Segment, the exposure due to the War is mainly in the field
of travel insurance. In view of the decline in flights departing from and arriving to
Israel, there has been a decline in sales compared with previous periods, which has
no material effect.

C. Property and casualty insurance -
Generally, damage to property due to a war event is not covered under a property
insurance policy, and therefore the exposure as a result of the War is immaterial.
Furthermore, as of balance sheet date, the War had a positive indirect effect as a
result of a decrease in the prevalence of claims in the motor property insurance

subsegments.

3. Effect on assets under management of The Phoenix Insurance and The Phoenix

Pension and Provident and the insurance liabilities - the financial activi

Financial assets under management -

Since the outbreak of the War and through the report publication date, there was no
material change - due to the War - in the value of total assets under management by the
Group - nostro assets, yield-dependent insurance policies, provident funds and pension

funds.
Insurance liabilities -

The insurance liabilities are exposed to changes in the risk-free interest rate and the
illiquidity premium. For details on the impact of the interest rate and the sensitivity to the

interest rate on insurance liabilities, see Note 41(5) to the Financial Report.

4.  Credit activity
The credit granting activity is mostly managed by the subsidiary Gama Management and

Clearing Ltd. Most of the exposure arising from this activity stems from a potential

The Phoenix Holdings Ltd. 1-14



Description of the Corporation’s Business ‘(rPhoenlx

increase in credit losses. The direct effect of the War on the expected loan losses is

immaterial.

5. Other activities and additional information:

Investment House and Wealth (including The Phoenix Investment House)

The extent of this indirect effect depends on the duration of the War and on the period
of higher volatility in equity and corporate bonds markets, which might affect total assets
under management. As of the outbreak of the War and through the financial statements

publication date, this effect is immaterial.

Solvency ratio
In accordance with the Economic Solvency Ratio Report as of June 30, 2023, which was

published by The Phoenix Insurance, and in accordance with an assessment of the
solvency ratio as of September 30, 2023, which was carried out by The Phoenix Insurance
(and which is not audited or reviewed by the independent auditor), The Phoenix Insurance
has material surplus capital compared to the targets that were set, both when calculation
is made having no regard to the transitional provisions and when it is made taking into
account the transitional provisions. For further details, see Section 2.1 to the Report of
the Board of Directors, and the Economic Solvency Ratio Report as of June 30, 2023

published on The Phoenix Insurance’s website.

Insurance agencies
Since the outbreak of the War and through the financial statements’ publication date,

there was no material direct effect on the operating results of insurance agencies.

The War has had no material effect on the Company’s liquidity, its financial strength and
funding sources available to it. The Company complies with the Board of Directors’ risk
restrictions and with the contractual restrictions and financial covenants that were set in
the deeds of trust. For details about the financial covenants of the bonds and suspending
circumstances of the Notes, see Note 27 to the Financial Report. The Company is of the
opinion that Group companies have sufficient liquidity levels. For further details, see Note
41(4) to the Financial Report.

Corporate social responsibility

As part of the public response to the efforts made to support IDF soldiers and the home
front during the War. The Group’s management decided to donate to and volunteer in the
community while using the Group’s business relationships with entities from across the
world, all in addition to the Group’s substantial donations and voluntary work during
normal times.

Since the outbreak of the War, the Group and its employees take part in a number of

activities to support citizens, soldiers and entities, that are in need of immediate relief,
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both through financial donations, and through physical and professional support and
voluntary work by Group employees.

The Group has been adopting Regiment 77 of the Armored Corps for many years now
and has also been assisting the regiment in a range of areas during the course of the
War. During the War, the Group expanded the support to other military units.

In addition, the Group decided to adopt the Barzilai Medical Center, which suffered direct
rocket hits and treated hundreds of wounded since the outbreak of the War. Using its
international contacts, the Group raised millions of dollars to make immediate purchases
to meet immediate needs of the medical center; the Group will continue supporting and
donating to the Barzilai Medical Center in the future.

Furthermore, The Group set up a dedicated ten-million shekel fund in order to assist those

of its policyholders who were adversely affected by the War.

The above is based on information available to the Company as of the report publication
date. It should be noted that if the War will continue and/or expand to other fronts, the
scope of business activity in Israel may be impacted; therefore, the Group’s results may
be further impacted in the future.

It should also be clarified that the Company's assessments of the potential
implications of the War on its operations are uncertain and are beyond its
control. These assessments are based, inter alia, on information available to
the Company on this topic, and Israel’s preparedness to cope with the
implications of the War, the possible scenarios reviewed by the Company, at
its discretion, as well as Group management's assessments of potential
measures for dealing with the various effects, bearing in mind, inter alia,
existing barriers (or the absence of such barriers) on the Group's ability to cope
with such effects, and accordingly, their materialization is uncertain. These
assessments may not materialize, in whole or in part, or may materialize in a
different manner, including in a materially different manner, from that which

is expected.
1.3.3 The legal reform

For information regarding the Government'’s plan to promote the execution of material changes
in the Israeli judiciary, see Report of the Board of Directors for the 2nd quarter of 2023,
published with the financial statements as of that quarter of 2023 on August 24, 2023 (Ref. No.
2023-01-079147).

In January 2024, about six months after the legislation and approval of the abolishment of the
Standard of Reasonableness by the Knesset, the High Court of Justice voided the Standard of
Reasonableness Law, on the grounds, among other things, that the Knesset exceeded its

constituent authority.
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At this stage, and particularly following the outbreak of the Iron Swords War as described
above, the Company is unable to assess future developments, or the effect of the impacts of
the Government’s plan on the Israeli economy in general and the Company’s activity in

particular; as of the report publication date, it is suspended due to the Iron Swords War.

The insurance activity

1.3.4 Completion of a study regarding costs in connection with disability

insurance coverage

In June 2023, The Phoenix Insurance completed a study regarding costs in connection with
disability insurance coverage (hereinafter - the “Study”). Following the Study, the Company
recorded in its financial statements as of June 30, 2023, a pre-tax income of approx. NIS 59

million.

1.3.5 FNX Private

In June 2023, The Phoenix Pension and Provident, The Phoenix Insurance and Saifa
Management Services (2013) Ltd. signed an agreement for The Phoenix’s assuming control over
the partnerships of the FNX Private venture (a venture which is engaged in the direct marketing
(rather than through external insurance agents) of The Phoenix’s self-directed policies and
provident funds (IRA)). As a result of assuming control over the said venture’s partnerships, in
the second quarter, the Company recorded a pre-tax and post-tax one-off income of approx.
NIS 129 million; on the other hand, the Company deducted the revaluation gain from excess
fair value of illiquid assets, which was recognized against the LAT reserve in the first quarter of
the reporting period. For further details, see Report of the Board of Directors for the 2nd quarter
of 2023, published with the Financial Statements on August 24, 2023 (Ref. No. 2023-01-
029147).

1.3.6 Updating the minimum capital target

In August 2023, The Phoenix Insurance's Board of Directors increased the minimum economic
solvency ratio target - net of the provisions during the Transitional Period - by 4 percentage
points - from the 111% rate a 115% rate as of June 30, 2023.

1.3.7 The reform in the Health Insurance Segment and the Economic
Arrangements Law for 2023 and 2024

For details regarding The Phoenix Insurance’'s assessments as to the implementation of
insurance rates as part of the reform in the Health Insurance Segment and the Economic

Arrangements Law for 2023 and 2024, see Section 2.3 below.
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1.3.8 Collective long-term care insurance agreement with Maccabi

The collective long-term care insurance agreement for members of Maccabi Healthcare Services
expired on December 31, 2023 and, as of the report publication date, the portfolio was

transferred to another insurance company. For further details, see Section 2.3 below.

Asset management and credit

1.3.9 The Phoenix Investment House - Acquisition of assets under

management from Psagot Investment House in several transactions

During the reporting period, two separate transactions were completed for the acquisition of
assets under management (mutual funds activity and portfolio management activity) by The
Phoenix Investment House from Psagot Investment House at the total amount of approx.
NIS 19.2 billion for a total consideration of NIS 250 million.

Furthermore, in December 2023 The Phoenix Investment House and KSM Mutual Funds engaged
with companies of the Psagot Investment House group in two binding agreements for the
acquisition of assets (mutual funds activity and hedge funds activity) at the total amount of
approx. NIS 22.2 billion for a total consideration of NIS 150 million as part of two separate
transactions (hereinafter - the "December Transaction”). As of the report publication date,
the December Transaction has been completed.

For further details, see Section 2.5.1.4 below, Report of the Board of Directors for the second
quarter of 2023, published with the financial statements on August 24, 2023 (Ref. No. 2023-
01-079147) and the immediate reports dated January 19, 2023 and July 2, 2023 and
December 20, 2023 (Ref. Nos.: 2023-01-009285, and 2023-01-138141 and 2023-01-061972,

respectively).

1.3.10 The Phoenix Pension and Provident Fund

A. Closing down of the retail unit

As part of promoting the Company’s strategy to reduce expenses and strengthen the
distribution channels, in May 2023, The Phoenix Insurance closed the activity of the
retail unit, which employs 120 employees; the existing portfolio of the retail unit was

sold to, and is operated by, Shekel Insurance Agency (2008) Ltd.

B. Loan and credit facility guaranteed by the Company

As part of a strategy for efficient and effective management of the capital at the Group
level, in June of 2023 The Phoenix Pension and Provident approved a NIS 330 million
loan and a NIS 150 million credit facility from a financial institution in order to refinance
an internal debt of The Phoenix Pension and Provident to The Phoenix Insurance and
to the Company; the debt arises from the rapid growth in the activity of The Phoenix

Pension and Provident. To secure the repayment of the loan and credit facility, the
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Company provided a guarantee to the financial institution. As of the report date, a credit

facility totaling NIS 119 million was utilized.

1.3.11The Phoenix Advanced Investments

Sale of holdings in Value Advanced Investments Ltd.

During December 2023, the Company sold - through The Phoenix Advanced Investments - all
of its holdings (indirectly 50.1% of the share capital) in Value Advanced Investments Ltd.
(hereinafter - “Value”) to entrepreneurs and Value executives. For further details about the

events that preceded the sale, see Section 2.5.2.10.2 below.
1.3.12Full tender offer for Gama’s activity

In August 2023, The Phoenix Investments executed a full tender offer to acquire shares of The
Phoenix Gama. After the acquisition of all the offerees’ shares, Gama became a privately-held
company (reporting corporation), which is wholly-owned by The Phoenix Investments. For
further details, see the immediate reports dated August 10, 2023, and August 29, 2023 (Ref.
Nos.: 2023-01-074644 and 2023-01-081274).

1.3.13Restructuring in the credit segment

As part of the execution of the strategic plan in the credit segment, and the wish to concentrate
the Group’s credit activity under one arm in order to establish a significant credit activity arm
within the Group, in the reporting year it was decided to execute a restructuring in the credit
segment, as part of which The Phoenix Construction Financing and Guarantees Ltd., which
provides financing to real estate development projects (mainly residential projects) (hereinafter
- "The Phoenix Financing and Construction”), and was wholly owned by The Phoenix
Insurance, became wholly owned by Gama.

For further details, see Section 2.6.1 below and the Company’s immediate report dated
December 12, 2023 (Ref. No.: 2023-01-134841).

1.3.14 Phoenix Retail Credit

During 2022, the Company decided that the provision of consumer credit will be carried out
through The Phoenix Retail Credit Ltd.

Further to this decision, the Company started working with various suppliers, developing a
software and also filed an application for an expanded credit provision license (hereinafter -
the “License”) in accordance with The Financial Services Supervision Law (Regulated Financial
Services), 2018. In December 2023, The Phoenix Retail Credit was awarded the License.

In June 2023, Phoenix Retail Credit entered into a long-term agreement with a software
company for the provision of managed services and the development of a system for the
processing, management and development of consumer credit services to customers, in a

manner that is compliant with the provisions of the law and the regulations.
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As of the report publication date, the Company has not yet started operating and providing

credit.
1.3.15 Restructuring - The Phoenix Agencies

As of the report publication date, the Company holds approx. 79.4% of The Phoenix Agencies.
As part of the Company's strategy to unlock value in the activities of the Group’s subsidiaries,
the Company entered into an agreement with an international investment bank in order to
assess the introduction of an international strategic investor as a partner in The Phoenix
Agencies. As of the report publication date and following delays due to the Iron Swords War,
the Company is continuing to negotiate with several global entities that have expressed their
interest in investing in The Phoenix Agencies. According to non-binding offers received by the
Company, the enterprise value of The Phoenix Agencies ranges between USD 1 billion and
USD 1.2 billion. At this stage, there is no certainty that the said transaction will come to fruition.
For further details, see the Company's reports dated August 30, 2023 and November 8, 2023
(Ref. Nos.: 2023-01-100341 and 2023-01-101827, respectively).

Further developments during and subsequent to the reporting period:

1.3.16 Sustainability and ESG

In the reporting period, the Company continued to promote its sustainability strategy, which
includes setting up an extensive and stable infrastructure for the management of sustainability
and measurement of ESG components, in order to increase transparency and accountability on
three levels: The organization, the products and services and the investments.

In July 2023, the Company published an ESG report for 2022. The report was published on the
Company’s website and on the websites of the TASE and the Israel Securities Authority. For the
full report posted on the Company’s website, see the Company's website at:
https://www.fnx.co.il/sites/docs/genery/for new_site/esg/ESG BOOK 2022 HEB Digital new

-pdf
In January 2024, the Company published the 2024 investment policy with regard to ESG

considerations, which are relevant to the performance of the investment portfolios and may
affect them. For further details in connection with the investment policy, see the Company’s
website at:

https://www.fnx.co.il/sites/docs/genery/mediniut_ashkaa tzfuia/responsible-

investments2024-he.pdf.

The Company has a policy in place regarding the identification of emerging ESG risks (including
climate risks), which was approved by the Risk Management Committee.

During the reporting year, the Risk Management Department and the ESG Department, together
with an external consulting company, identified emerging climate risks that were described in
the annual climate risks report, whose conclusions were presented to the Risk Management

Committee.
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As part of the report, the climate risks that were identified were presented through a “risks
map” divided into physical risks and transitional risks; for further details about physical risks
and transitional risks, see Note 41. Furthermore, the exposure to selected risks was assessed
in a qualitative manner within different periods of time, and based on the results of this
assessment of the exposure, the Company defined a strategy and tools regarding the
management and monitoring of the risks.

The Company continues to expand its knowledge regarding emerging ESG risks, including
climate risks, and monitors regulatory and technological developments.

Furthermore, in the reporting year and at the beginning of 2024, the Group continued to take
steps to reduce its environmental impact and carbon footprint, alongside the development of
processes for mitigating climate and environmental risks in its activity. As part of this, the
Group executed a process for the measurement of financed emissions in The Phoenix group’s
investment portfolio - Scope 3 according to the SPAF international measurement methodology.
The measurement was carried out in respect of all types of assets and financial instruments
used in the Group's investment activities, totaling NIS 370 billion as of the end of 2022. The
measurement results show attributed emissions intensity of 32 (tons of CO? equivalent per one
million shekels of investment).

As part of the approval of the Company’s Compensation Policy for 2024-2026 and
acknowledging the importance and advancement of the Company in this field, the Company
included ESG parameters for the first time.

In July 2023, Maala’s ESG index for 2022 was published, which assigned to the Company an
86/100 Platinum rating, and an AA ESG rating, which is published on the Stock Exchange.

In November 2023, the Greeneye rating agency assigned the Company a 74/100 ESG rating for
2022 - the highest in the sector. In February 2024, the international rating agency S&P assigned
the Company’s ESG rating for 2022 at 37/100.

At the beginning of 2024, the Company’s Board of Directors approved a diversity policy with

targets aiming to increase the percentage of women, who serve in the Board of Directors.
1.3.17 The Company's preparation for the application of IFRS 17 and IFRS 9
The Company continues to prepare for applying IFRS 17 (hereinafter - the “Standard”), in the

Financial Statements of the Company and The Phoenix Insurance.

On June 1, 2023, the Capital Market, Insurance and Savings Authority published a third revision
to the "Roadmap for the Adoption of International Accounting Standard (IFRS) 17 - Insurance
Contracts" (hereinafter - the "Third Revision”). As part of the Third Revision the first-time
application date of IFRS 17 and IFRS 9 in Israel was postponed to the quarterly and annual
periods beginning on January 1, 2025; (accordingly, the transition date shall be January 1,
2024).

Furthermore, the Third Revision included a requirement to conduct a number of quantitative
impact surveys ("QIS") by the Company and the publication of pro-forma reports regarding
IFRS 17 and IFRS 9 as part of the 2024 financial statements.
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During the reporting periods, the Company completed the key milestones in the revised
roadmap, including the first QIS regarding the calculation of the opening balances of selected
portfolios on the transition date as of January 1, 2023. As part of the preparations for the
implementation of IFRS 9, the Company made changes to the structure of the assets against

the capital portfolio.

In the reporting period, the Company focused on the process of implementation and integration
of a new IT system, and on the mapping of the required controls and the manner of flow of
information to the financial statements.

Furthermore, the Company held reviews and training sessions to the business teams and
members of the Balance Sheet Committee in connection with the implementation of IFRS 17,
and it is making preparations for its adoption in accordance with the time frames described
above.

For further details, see Note 2AA to the Financial Report.

Debt raising
1.3.18 Issuance of further Bonds (Series 6) by the Company by way of

1.3.19

series expansion

In January 2023, the Company issued - as part of an expansion - additional Bonds (Series 6) of
up to approx. NIS 172 p.v.; the bonds are registered bonds of NIS 1 p.v. each; they were issued
according to the Company's shelf offering report dated January 26, 2023 (Ref. No.: 2023-01-
003042) in consideration for NIS 150,000 thousand. The Bonds (Series 6) are rated ilAA- with
a stable outlook by Ma'alot, and Aa2.il with a stable outlook by Midroog Ltd.

Issuance of further series of Bonds (Series 5 and Series 6) by the

Company by way of series expansion

In October 2023, the Company issued - as part of the expansion of its Bonds (Series 5 and 6)
NIS 134,962 thousand p.v. in Bonds (Series 5) of NIS 1 p.v. each, and NIS 265,038 thousand
p.v. in Bonds (Series 6) of NIS 1 p.v. each. The terms of the bonds are identical to the terms of
the existing bonds. The Bonds were rated by Midroog at il.Aa2 with a stable outlook, and by
Maalot at ilAA. The total consideration arising to the Company from the two expansions
amounted to NIS 350,000 thousand.

Capital raising by The Phoenix Insurance through The Phoenix Capital Raising

1.3.20

Listing of restricted Tier 1 capital of The Phoenix Insurance

In August 2021, The Phoenix Insurance issued - through The Phoenix Capital Raising
subordinated notes to institutional entities and to the Company. The subordinated notes were

recognized by the Commissioner as an Additional Tier 1 capital instrument of The Phoenix
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Insurance and listed by The Phoenix Capital Raising for trade on the TACT Institutionals trading
platform operated by the TASE.

In April 2023, The Phoenix Capital Raising fulfilled the conditions for listing of the notes on the
main list of the TASE, and at the beginning of May 2023 trading of the notes on the main list
started. In accordance with the provisions of the deed of trust, the interest in respect of the
notes was reduced by 0.2%.

As part of the listing on the main list, The Phoenix Insurance undertook to publish data in
connection with its economic solvency ratio on a quarterly basis in respect of the quarter
preceding the reporting date.

At the beginning of 2024, trade of those subordinated notes as part of the Tel-Bond and Tel-
Bond Coco index has started.

For further details in connection with the issuance of the subordinated notes and their listing
on the main list, see the Company's immediate reports dated August 2, 2021, August 3, 2021
August 8, 2021, April 24, 2023 and May 3, 2023 (Ref. Nos.: 2021-01-060658, 2021-01-061159,
2021-01-062515, 2023-01-038554 and 2023-01-040573, respectively).

1.3.21 Private placement of Restricted Tier 1 capital to the Company by way

of expansion of Series PHONIX B12 Bonds of The Phoenix Insurance

In November 2023, The Phoenix Capital Raising completed a private placement to the Company
of NIS 317,800 thousand p.v in Subordinated Notes (Series PHONIX B12), which are part of
Restricted Tier 1 capital, against the injection of NIS 300,000 thousand to The Phoenix
Insurance, which arose from the capital raising outlined in Section 1.3.19 above. The Additional
Subordinated Notes were assigned an ilAA- rating by Maalot. The notes were recognized as Tier

1 capital in The Phoenix Insurance, and were listed on the Tel Aviv Stock Exchange.

1.3.22 Issuance of Bonds (Series N and O) by The Phoenix Insurance through
The Phoenix Capital Raising
In December 2023, The Phoenix Capital Raising completed the issuance of two new series of
Bonds (Series N) and (Series O), at a total amount of NIS 800,000 thousand p.v. The bonds
were assigned an Aa3il rating by Midroog with a positive outlook, and an ilAA rating by Maalot.
The notes were recognized as Tier 2 capital in The Phoenix Insurance, and were listed on the
Tel Aviv Stock Exchange. For further details, see immediate reports of December 12, 2023,
December 20, 2023, December 22, 2023 and December 25, 2023 (Ref. Nos.: 2023-01-112744,
2023-01-138678, 2023-01-139485 and 2023-01-116395, respectively).
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Company’s Share Capital:

1.3.23 Dividend distribution policy and actual dividend distribution

1.3.23.1 Dividend distribution policy

In 2020, the Company’s Board of Directors approved a dividend distribution policy, whereby
the Company shall distribute an annual dividend at a minimum rate of 30% of the Company's
distributable comprehensive income as per its audited annual consolidated Financial Statements
for the relevant year. For further details, see the Company's immediate report dated October
28, 2020 (Ref. No. 2020-01-107812).

On March 28, 2022, the Company’s Board of Directors approved an update to the dividend
distribution policy, which will apply in connection with future dividend distributions that will be
executed in connection with the Company’s financial results for 2022 and thereafter. According
to the update, the rate of dividend will not change, but the Company will take steps to distribute
a dividend twice a year:

- Interim dividend at the discretion of the Board of Directors on the approval date of the financial
statements for the second quarter of each calendar year;

- Supplementary dividend in accordance with the policy on the annual report's approval date of
each calendar year.

Furthermore, the Company will not include in the amount of the dividend any amounts that
were used for the execution of the share buyback plan.

It should be clarified that the foregoing is not intended to derogate from the power of the Board
of Directors to decide not to distribute a dividend or to distribute a dividend at rates that vary
from what is stated above, all as it deems appropriate at any given time, subject to the
provisions of the law.

1.3.23.2 Dividend distribution and retained earnings

In 2022, the Company distributed a cash dividend of NIS 337 million.

In August 2023, the Company distributed a NIS 120 million interim dividend on account of the
Company’s 2023 profits (hereinafter - the “Interim Dividend”).

Subsequent to the report date, on March 26, 2024, concurrently with the approval of the
Company's Financial Statements as of December 31, 2023, which are included in this Periodic
Report, the Company's Board of Directors decided to distribute a dividend in accordance with
the Company’s dividend distribution policy, totaling NIS 265 million. The total amount in
dividend that was distributed and will be distributed in cash in respect of 2023 including the
interim dividend as stated above is NIS 385 million, which represents a dividend per share of
approx. NIS 1.04. It shall be clarified that to the extent that options are exercised by employees
between the dividend declaration date and the record date, the per-share dividend amount

shall be adjusted in accordance with the actual number of outstanding shares on the record
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date. The Company shall publish, as required, a supplementary report in respect of said

adjustment on the record date.

It is noted that, according to the Company's Financial Statements as of December 31, 2023,
which are included in this Periodic Report, the Company has positive retained earnings of
approx. NIS 2,720 million, taking into account the NIS 385 million dividend, as stated in this

section.

1.3.23.3 External restrictions on dividend distribution

In the last two years, no external restrictions were placed which affected the Company's ability
to distribute dividends, and the Company is unaware of any external restrictions that may affect
its ability to distribute dividends in the future, except for the general statutory dividend
distribution restrictions applicable by virtue of in the Companies Law, and the restrictions on
dividend distribution under the deeds of trust of Bonds (Series 4 to 6). For further details, see
Note 27 to the Financial Statements.

However, there are external restrictions under the Commissioner's Directives applicable to
insurance companies, pertaining to the ability of The Phoenix Insurance to distribute dividends.
It should also be noted that in October 2020, The Phoenix Insurance’s Board of Directors has
set a minimum economic solvency ratio target of 135%, taking into account the transitional
provisions. In August 2023, The Phoenix Insurance’s Board of Directors approved a revisions of
the minimum solvency ratio target - without taking into account the transitional provisions in
the transitional period - of 115%. It is noted that part of the sources of the interim dividend
and the dividend distributed in accordance with Section 1.8.2 above originate in the distribution
of a dividend by The Phoenix Insurance to the Company.

In August 2023, The Phoenix Insurance distributed a dividend in the total amount of NIS 350
million, which exceeds the threshold set in The Phoenix Insurance’s dividend distribution policy.
The distribution was carried out after compliance with solvency ratio targets and the distribution
criteria in accordance with the Companies Law. Furthermore, The Phoenix Insurance carried
out a distribution of The Phoenix Financing and Construction as a dividend in kind at a total

amount of approx. NIS 315 million as described in Section 1.3.13 above.

1.3.23.4 Share buyback

In January 2023, the Company’s Board of Directors approved an additional share buyback plan
of Company shares, totaling up to NIS 100 million, for a period of one year (hereinafter - the
“Plan for 2023"). As part of the Plan for 2023, the Company made buybacks totaling approx.
NIS 38.2 million.

In January 2024, the Company'’s Board of Directors approved an additional share buyback plan
of Company shares, totaling up to NIS 100 million, for a period of one year.

As of the report publication date, there are 6,451,617.5 treasury shares constituting approx.

2.55% of the Company's issued and paid-up share capital. For further details, see the
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Company's immediate reports dated December 31, 2023 and January 31, 2024 (Ref Nos.:
2023-01-118477 and 2024-01-012186, respectively).

For details of the non-inclusion of the share buybacks in the dividend calculation, see Section
1.3.23.1 above.

1.3.24 Option plan for employees and officers

In December 2018, the Company adopted an option plan for employees and officers. Pursuant
to the option plan, the Company grants, from time to time and without consideration, option
warrants (hereinafter, in this section - "Options”) to employees, officers, and service providers
of the Company and companies under its control.

In June 2023 and August 2023, the Company’s Board of Directors approved the award of up
to 3,211,588 options to employees and officers of the Company and its subsidiaries, exercisable
into ordinary shares of the Company NIS 1.00 par value each, subject to adjustments, without
cash consideration. In accordance with the Board of Directors’ decision, out of the amount of
3,211,588 options allotted to offerees a total of 57,190 options were allotted to the Company's
CEO. The award of options to the Company’s CEO was approved in an extraordinary general
meeting of the Company on August 2, 2023. As part of the said meeting, the shareholders
also approved the allocation of 78,771 (illiquid) options of The Phoenix Investment House to
the Company’s CEO and 63,321 (illiquid) options to the Chairman of the Company’s Board of
Directors in respect of their service as directors in The Phoenix Investment House. For further
details, see the immediate reports dated June 28, 2023, July 26, 2023 and August 2, 2023
(Ref. Nos.: 2023-01-060307, 2023-01-060334, 2023-01-072205513 and 2023-01-088974,
respectively).

In January 2024, the Company’s Board of Directors approved the allocation of 223,322
(illiquid) options of The Phoenix Gama to the Company’s CEO and 156,325 (illiquid) options
to the Chairman of the Company’s Board of Directors in respect of their service as directors in
The Phoenix Gama. The allocation of the options to the Company’s CEO and to the Chairman
of the Board of Directors was approved as part of an extraordinary general meeting of the
Company on March 7, 2024.

For further details, see immediate reports dated February 1, 2024 and March 7, 2024 (Ref.
Nos.: 2024-01-010207 and 2024-01-020488, respectively).

1.3.25 Shareholders’ meetings

Annual general meeting

An annual general meeting of the Company was held in July 2023; the following items were
on the agenda of the meeting: 1) discussing the 2022 Periodic Report; 2) reappointment of
the Company’s independent auditor and authorizing the Company’s Board of Directors to set

its fees; (3) appointment of Stella Amar Cohen as a director in the Company. For further
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details, see the Company's immediate reports dated May 31, 2023 and July 4, 2023 (Ref. Nos.:
2023-01-050407 and 2023-01-062863).

Extraordinary meetings

An extraordinary meeting of the Company was held in January 2023; the following items were
on the agenda of the meeting: 1) Revision of the Company’s compensation policy; 2) adoption
of amendments to the Company's Articles of Association. For further details, see the
Company's immediate reports dated November 30, 2022 and January 8, 2023 (Ref. Nos.:
2022-01-115548 and 2023-01-003559, respectively).

An extraordinary meeting of the Company was held in March 2023, which discussed the
appointment of Ms. Rachel Lavine for another term in office as an external director. For further
details, see the Company's immediate reports dated February 16, 2023 and March 8, 2023
(Ref. Nos.: 2023-01-015454 and 2023-01-020875, respectively).

In August 2023, an extraordinary meeting of the Company was held, the agenda of which
included the revision of the Company’s Compensation Policy, the award of options to the
Company’s CEO and The Phoenix Investment House’s CEO, and the award of options to the
Chairman of the Board of The Phoenix Investment House. For further details, see Section
1.3.24 above the Company's immediate reports dated June 28, 2023 and August 2, 2023 (Ref.
Nos.: 2023-01-060334 and 2023-01-088974, respectively).

Approval of Compensation Policy for 2024-2026

In January 2024, an extraordinary meeting of the Company was held, the agenda of which
included the approval of a revised Compensation Policy to officers for 2024-2026. For further
details, see the Company's immediate reports dated November 29, 2023 and January 9, 2024
(Ref. Nos.: 2023-01-108148 and 2024-01-003979, respectively).

In March 2024, an extraordinary meeting of the Company was held, the agenda of which
included the award of options to the CEO and Chairman of the Board of The Phoenix Gama.
For further details, see Section 1.3.24 above the Company's immediate reports dated
February 1, 2024 and March 7, 2024 (Ref. No.: 2024-01-020488, respectively).

1.3.26 Renewal of liability insurance for officers and board members

In October 2023, the Company’s Compensation Committee approved the engagement in an
officers liability insurance policy covering the officers of the Company and its subsidiaries,
including those serving on behalf of the controlling shareholders, for an annual insurance
period starting on November 3, 2023, in accordance with Regulation 1B1 to the Companies
Regulations (Exemptions for Transactions with Interested Parties), 2000. The limit of liability
coverage is USD 150 million per case and in total per annual insurance period, together with

reimbursement of reasonable legal expenses, in addition to the said limit of liability for claims
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in Israel. In July 2023, the Company engaged in a captive insurance for the purpose of hedging
the cyber attack risk.

1.3.27 Legal proceedings
For details further regarding legal proceedings, see Note 43A to the Financial Statements.
1.3.28 Human capital

For details regarding the Company's human capital and changes therein, see Section 4.6

below and Note 42 to the Financial Statements.
1.4 Areas of Activity

As described at the beginning of the Description of the Corporation’s Business chapter, the Group is
engaged, through its subsidiaries, in two key activities: Insurance (life and savings, Property and
Casualty, and health insurance), and management of assets and credit (retirement (pension and
provident funds), The Phoenix Investment House and Gama), holding of insurance agencies, provision
of credit and other financial services, including the setting up and sale of alternative investments. The

Group's key material operating segments are as follow:

1.4.1 Life and savings

The Life Insurance Segment includes life insurance policies, disability insurance policies, and
savings policies, focusing mainly on retirement savings (under various categories of insurance
policies), and insurance coverage of various risks, such as: life, disability and disability

insurance. For further details, see Section 2.1 below.
1.4.2 Property and casualty insurance

Property and casualty insurance includes all insurance subsegments, except for life insurance,
long-term savings, and health insurance. The principal insurance coverage provided in this
segment are property and liability insurance. The Group operates in the Property and Casualty
Insurance Segment in the following key subsegments - compulsory motor insurance, motor

property insurance, and other property and casualty insurance.

A. The compulsory motor insurance subsegment: comprises the Group's activity in
providing insurance coverage pursuant to the statutory provisions of the Motor
Insurance Ordinance [New Version], 1970, resulting from the use of a motor vehicle,
and provides cover for bodily injury (to the driver of the vehicle, passengers in the

vehicle or pedestrians) resulting from the use of a motor vehicle, under the CRAV Law.

B. The motor property insurance subsegment: focuses on cover for property loss to

insured vehicles and includes the Group sale of policies for property damages to insured
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vehicles, including cover for motor property loss (for example, due to accident and/or

theft) and cover for third-party loss caused by the insured vehicle.

C. Other property and casualty insurance subsegments: this includes the Group's
activity in the sale of a variety of policies in three key subsegments: property (non-
motor) insurance - which provides policyholders with cover against physical damage to
his/her property (for example, insurance for homes and businesses); liability insurance
which is generally sold together with property insurance for businesses and provides
cover for the policyholder's liability towards third parties (for example, third-party
liability, employers' liability, professional liability, including directors’ and officers’
liability, and product liability for faulty products); and other property and casualty
insurance subsegments (for example, personal accidents insurance, engineering
insurance - including contract works and marine insurance). For further details, see

Section 2.2 below.
1.4.3 Health insurance

This segment includes the Group's activity in illnesses and hospitalization insurance, for
individuals and groups, as well as dental insurance. The policies sold in these subsegments
cover the range of damages sustained by the policyholder due illnesses and/or accidents
(excluding death). Furthermore, this segment also includes the Group's activity in long-term
care insurance and critical illness insurance, as well as travel insurance and sick leave

insurance. For further details, see Section 2.3 below.

1.4.4 Asset management - Retirement (Pension and Provident)

The Group manages various types of pension funds and provident funds through The Phoenix
Pension and Provident (which confer rights according to bylaws), including advanced

education funds. For further details, see Section 2.4 below.
1.4.5 Asset management - Investment House and Wealth

Activity in this segment takes places through The Phoenix Investments, The Phoenix
Investment House and The Phoenix Advanced Investments, consists mainly of financial asset
management services such as the marketing and management of investments for customers,
underwriting and investment banking, management of mutual funds, and provision of stock
exchange and trading services. In addition, The Phoenix group manages private funds under
this area of activity, which are aimed at qualified investors. For further details, see Section 2.5

below.
1.4.6 The Credit Segment

This segment includes operating segments such as: acquisition-aggregator and factoring of

payment cards’ vouchers, financing against post-dated checks (checks factoring), financing
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against charges placed on real estate properties and other areas of activity, such as: loans
and credit to businesses, factoring (financing against invoices), business guarantees, and
financing of equipment. As from January 2024, this segment also includes the activity of Sale
Law guarantees and construction financing. The activity is mostly conducted by Gama
Management and Clearing Ltd. (hereinafter - "Gama"), which is wholly-owned by the

Company. For further details, see Section 2.6 below.
1.4.7 Distribution (agencies)

This area of activity includes insurance brokerage services provided by The Phoenix group
through insurance agencies held by a wholly-owned subsidiary of the Company - The Phoenix
Insurance Agencies (1989) Ltd. (hereinafter - “The Phoenix Agencies"), which markets
insurance products, and Retirement (Pension and Provident) of various institutional entities in
the market. For a list of material agencies held by The Phoenix Agencies, see Section 2.7

below.
1.5 Additional Operations that Do Not Constitute Areas of Activity

1.5.1 Other investing activities
In addition, and as part of its activity in the segments described above, the Group is engaged
in a range of investment activities, including investments in securities, bonds and other
financial assets (both liquid and illiquid), financing, credit, financial derivatives, real estate and
holding companies, as well as ownership interest in various companies. The investing activity
is conducted mainly against various insurance reserves, and against the equity capital required
for the insurance activity and capital surpluses of The Phoenix Insurance and other Group

companies. For details about the Company's investment activities, see Section 4.4 below.

1.6 Risk management

The Company manages the aforementioned areas of activity by employing risk management
methodologies. The Group places emphasis on management of the risks to which it is exposed, with
the purpose of identifying, quantifying, managing and estimating the potential impact of these risks on
the future financial position of the Group companies. For further details on risk management, see Note
41 to the Financial Statements, and the “Disclosure on exposure to and management of market risks”
chapter in the Report of the Board of Directors.

1.7 Investments in the Company's Equity and Transactions in

its Shares

For further details on the Company’s controlling shareholders, see Section 1 above.
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2.1 Life and savings

The Group is engaged in subsegments of the Life Insurance Segment, which include life insurance

policies, disability insurance policies and savings policies. Furthermore, the Group manages various

types of pension funds and provident funds through The Phoenix Pension and Provident Funds Ltd.

(which confer rights according to bylaws), including advanced education funds, as well as through IEC

Gemel - a central pension fund for employees of the Israel Electric Corporation. The Company classified

pension and provident asset management as a separate segment. For further details, see Section 2.4

below.

2.1.1
2.1.1.1

Life insurance

General

Life insurance policies provide an option to obtain insurance coverage without a savings
component (including protection in the event of death, disability insurance and disability
insurance), as well as an option to combine insurance coverage with a savings component,
or even savings without any insurance coverage. The policyholder can redeem the savings
upon retirement or at another date. The policyholder may choose the composition that best
suits his/her needs from among the insurance products (hereinafter - “Life Insurance”) and
savings components (hereinafter - “Saving”). Policies may be individual or sold as insurance
funds in accordance with the Provident Fund Regulations. Savings for retirement in policies
that are recognized as insurance funds are designed exclusively for payment of an annuity
(excluding the severance pay component). Until December 31, 2007, policyholders could
choose between an annuity or capital track (from which the savings could be withdrawn as
one lump sum). Policies with a savings component can be divided into several key categories,
differentiated by the methods employed by insurance companies to invest the funds, the
types of coverages and the management fees or expenses collected by the insurance

companies.

Key characteristics of life insurance instruments

The insurance funds (known as “executive insurance”) provide savers tax incentives and

include various provisions to protect the policyholders in accordance with labor laws.

1. The insurance coverage: Life insurance policies that combine life insurance and
savings provide considerable flexibility in determining the various components and scope
of the insurance coverage. As of the reporting period, the Company does not market life

insurance policies that combine life insurance and savings.

2. Manner of engagement and payment obligations of the institutional entity: In
life insurance, the insurance company's obligation towards the policyholder is a
contractual undertaking written into the insurance contract (the policy). In an insurance
contract, the insurance company undertakes to pay the insurance benefits when, upon

the occurrence of the insurance event, even if there have been changes that were not
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taken into account when the contract was drawn up, such as an increase in life

expectancy.

3. Returns: in life insurance policies sold since 1991 and in provident funds, the accrued
funds are invested in the free market in various investment channels, according to the

saver's choice.

4. Management fees: The following table lists the key restrictions on management fees.

Life insurance policies can be managed in accordance with the following legal frameworks:

(a) individual policies that include risk-weighted components only - these policies do not include a
savings component and do not accumulate redemption values. These insurance policies are offered both
as individual insurance and through collective insurance agreements;

(b) Policies with a savings component that may incorporate insurance coverage:

o Policies subject to the Provident Fund Regulations (hereinafter - “Insurance Funds”),
which include executive insurance policies: insurance which includes a retirement savings
component, comprising contributions made by the employer and employee (severance pay and
retirement benefits), where the premium paid for the insurance is allocated to the different risks
(mainly death and disability) and to a retirement savings. The executive insurance is approved as
an insurance fund in accordance with the Provident Fund Regulations and entitles the employer
and employee to various tax benefits; retirement benefits insurance for the self-employed:
An insurance that includes a savings for retirement age component and an insurance coverage,
which entitles the policyholder to various tax benefits.

o Policies that are not subject to the Provident Fund Regulations: Individual insurance
policies: policies for private individuals for savings purposes only, which are not approved as
provident funds.
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2.1.1.2 Description of life insurance products

Information about the different Group products in the field of life insurance:

Type of policy3

Product description

Marketing period

Main premium components

Linkage terms and
annuity recipients

Products that include a savings component - guaranteed return

“Mixed” policies -
guaranteed return

The insurance amount is predetermined and paid
to the beneficiaries in the event of the premature
death of the policyholder or at the end of the policy
period (usually at the age of 65).

Guaranteed return
“pension” policies

The amount of the monthly pension that will be
paid at the end of the insurance period is
predetermined in the policy. The amount of pension
specified in the policy is paid out when the
policyholder reaches the age specified in the policy.

Classic guaranteed
return policies

The amount specified in the policy is paid at the end
of the policy period; however, if the policyholder
dies before that date, his/her beneficiaries receive
the savings accumulated up to the date of his/her
death.

“Preferred” policies
("Yielding”)

Policies that combine a savings component, which
may be withdrawn as a monthly annuity or as a
lump sum upon reaching retirement age, in
accordance with the Provident Fund Regulations
and life insurance, and death risk, where the
policyholder determines how the premium shall be
split between the life insurance component and
savings component and may change the ratio in
accordance with the policy’s terms conditions and
subject to approval by the Company.

By the end of 1990

Life insurance and savings and
riders for the policyholder, to
the extent purchased.

The insurance amounts, the
savings accrued in these policies
and the annuities they pay are
CPI-linked. ©The basis for
guaranteeing the return is the
insurance companies’ investment
in respect of a significant part of
the accrual in designated
government (Hetz) bonds, which
guarantee linkage to the CPI plus
interest ranging from 4% to
6.2%. The Annuity Conversion
Factor in these policies is
guaranteed and based on the life
expectancy as known at the time
they were marketed.

3 These products do not involve management fees. Company's gains from these products arise from interest differences between the bonds and actual returns.
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Type of policy*

Product description

Marketing period

Main premium components

Linkage terms and
annuity recipients

Products that include a savings component - participating

“Mixed” policies -
participating

The insurance amount is predetermined and paid to
the beneficiaries in the event of the premature death
of the policyholder or at the end of the policy period
(usually at the age of 65).

Participating “Pension”
policies

The amount of the monthly pension that will be paid
at the end of the insurance period is predetermined
in the policy. The amount of pension specified in the
policy is paid out when the policyholder reaches the
age specified in the policy.

Classic participating policies

The amount specified in the policy is paid at the end
of the policy period; however, if the policyholder dies
before that date, his/her beneficiaries receive the
savings accumulated up to the date of his/her death.

Participating "Preferred”
(“Yielding”, “"Abundant”)
policies

Policies that combine a savings component, which
may be withdrawn as a monthly annuity or as a lump
sum upon reaching retirement age, in accordance
with the Provident Fund Regulations and life
insurance, in addition to a death event, where the
policyholder determines how the premium shall be
split between the life insurance component and
savings component and may change the ratio in
accordance with the policy’s terms conditions and
subject to approval by the Company. These insurance
plans were marketed from 1982 to 2003. The ratio
between the accrued assets and the annuity that the
policyholder may receive (hereinafter - the “"Annuity
Conversion Factor”) in these policies is specified
and guaranteed.

Between 1991 and 2003

Life insurance and savings and

riders for the policyholder, to the

extent purchased.

The savings accumulated in
these policies as well as the
annuity that they pay are not
CPI-linked but rather depend
on the income attained by
the insurance company in
the various investment
channels. The  Annuity
Conversion Factor in these
policies is based on the
known life expectancy when
they were marketed.

4 The insurance company is entitled to fixed management fees at a rate of 0.6% per annum of total assets, plus a 15% rate of the real return less the fixed management fees (hereinafter - "variable
management fees"). If real losses have accrued, the insurance companies are not entitled to variable management fees until the accrued loss is covered.
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Type of policy®

Product description

Marketing period

Main premium components

Linkage terms and
annuity recipients

Products that include a savings component - yield-dependent insurance policies

Policies that include “Track”,
“Track for Life”, "New Track”
and “Track for Managers and
Employees” and “Track for
Self-Employed” insurances

Characterized by separation and full
transparency regarding the various
premium components: The savings
amount accumulated in “Track”
policies is invested in various
investment tracks, as selected by the
policyholder from a range of
investment tracks offered. In policies
sold until the end of 2012, the
Annuity  Conversion  Factor is
specified and guaranteed, whereas
in policies sold as from 2013, the
Annuity  Conversion  Factor is
guaranteed only for policyholders
who took out the policy when they
were aged 60 or more, except for
individual policies, in which the
Annuity Conversion Factor is not
guaranteed at all.

Since 2004

Life insurance component, savings
component and management fees.

The savings accumulated in these
policies as well as the annuity that
they pay are not CPI-linked but
rather depend on the income
attained by the insurance company
in the wvarious investment
channels. The Annuity Conversion
Factor in these policies is based on
the known life expectancy when
they were marketed. In policies
sold on or after January 1, 2013,
the conversion factor will only be
determined when the policyholder
retires, based on the mortality
tables in force at that time, unless
the policyholder was more than 60
years of age when the insurance
policy commenced.

5 The insurance company is entitled to fixed management fees in respect of the accrual and to management fees in respect of the premium. For details regarding the maximum management fee rates, see

the table in Section 2.1.2.1 below.
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Type of policy

Product description

Marketing period

Main premium components

Linkage terms and
annuity recipients

Policies that include risk component only (no savings component)

Pure risk life insurance

Life insurance in the event of death
with no savings component. This
insurance guarantees the beneficiary a
lump sum or payment in installments to
beneficiaries in the event of death. The
policy period varies from one to several
years. This insurance is sold as a rider
(additional coverage) to other life
insurance policies or as a stand-alone

policy.

Disability insurance

Guarantees payment of a monthly
compensation amount after a waiting
period, which starts when the
policyholder becomes incapacitated
(partially or fully); the policy pays out
until the earlier of the end of its term
or when the policyholder is once again
able to work. Usually, the waiting
period is three months. In addition to
paying out a monthly compensation
amount, the insurance benefits include
releasing the policyholder from
payment of the premium for other
insurance coverages (death, disability,
etc.), if any, and from payment of a
premium in respect of the policy’s
savings component, thereby retaining
the policyholder's rights throughout
this period.

N/A

Risk component only

N/A
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Type of policy

Product description

Marketing period

Main premium components

Linkage terms and annuity
recipients

Savings policies only

Investment policies

These policies are for private
individuals for savings purposes,
which are not approved as provident
funds. For more information
regarding the new hosting tracks
included in investment policies under
The Phoenix’s management, see
Section 2.1.3 below. This policy is not
subject to the Provident Fund
Regulations.®

Since 2004

Savings component only

The savings accumulated in the
policies is not linked to any index,
but rather depends on the gains
that the insurance company will
obtain in the different investment
tracks.

Collective policies

Collective life insurance

Life insurance is designed for groups
of policyholders, as prescribed in the
Supervision of Insurance Business
Regulations (Collective Life
Insurance), 1993. Additional types of
insurance may also be included. The
premium is paid as a lump sum for
the Group's planholders.

N/A

Risk component only

N/A

Other types of insurance

Insurance  coverage such as
accidental  disability,  accidental
death, professional disability, and
more, which account for a small part
of total premiums and are immaterial
to the Company's business
performance.

N/A

Risk component only

N/A

6 According to the Provident Fund Regulations, the remaining policies described above are approved as an insurance fund and entitle the employer and employee or the self-employed planholder to various

tax benefits.
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2.1.2 Structure of profitability

Basic profitability in the Life Insurance Segment stem from the following principal sources:
Underwriting income: the difference between the premium collected to cover the risk and
the actual cost of the risk (as reflected in claims payouts, including contingent claims and the

reserves for the claims, as well as annuity payouts or transfers to reinsurance).

Investment income / financial margin: in guaranteed-return policies - the margin
between the actual return and the return guaranteed to the policyholder. In participating

policies: the management fees in respect of the accrual as described above.

Operating income: the difference between the management fees component in respect of

the marketing and operating expenses and actual expenses.

Profitability of the Life Insurance Segment as reported in the financial statements are also
affected by accounting rules pertaining to revenue recognition and deferral of expenses,
revaluation of assets, development of actuarial provisions as a result of regulatory
requirements, and changes in the actuarial assumptions arising, among other things, from
demographic changes that affect longevity, mortality, morbidity, changes in the uptake of

pension benefits, changes in the interest rate environment, etc.

The insurance company's profitability from the sale of life insurance policies is based mainly
on the aggregate performance of the abovementioned components throughout the term of
the policy. Therefore, the extent to which the policies are retained (hereinafter - “Portfolio
Retention”) therefore plays a crucial role in the profitability of the insurance company over
time.

Income from investments held against insurance reserves and capital have a significant effect
on insurance companies’ income, due to the substantial amounts of the Group’s assets and
reserves invested in the capital market. Furthermore, changes in the capital market, in the
implicit returns and in other investments in the economy have a material effect on the Group’s
profitability.

Changes in marketing of life insurance products

As part of the permit to market individual life insurance and mortgage life insurance plans, in
2019, the Capital Market, Insurance and Savings Authority has set a mechanism of
reimbursement of fees and commissions to insurance companies by agents. In accordance
with the mechanism, reimbursement of fees and commissions will be carried out if the policy
was cancelled during the course of six years from the insurance commencement date or
alternatively during the course of three years from the insurance commencement date,
subject to the provision of a benefit of at least 15% of the tariff. It is noted that in December
2022 revised permits for the marketing of the products were published, which aimed to modify
and condition the reimbursement of the fees and commissions in terms of periods and an

undertaking for fixed discounts over the life of the product. As of the report publication date,
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these new permits have not yet entered into force. In that context, it is noted that a draft
circular regarding discounts and cancellations was published in April 2023, which was intended
to replace the said marketing permits (for information regarding the draft circular regarding
this subject, see Section 4.1.6.1.12 below). 2.1.2.1 Following are the main restrictions placed
on management fees in the executive insurance and retirement benefits insurance for the

self-employed in accordance with the provisions of the law:

Executive insurance and retirement benefits insurance for the self-employed

Maximum management fees until
December 31, 2012

2% of accrual + 13% of contributions, provided
that: deposits are converted using a ratio of 1:10 (*)

planholders with whom the fund lost contact

Maximum management fees for 2013 1.1% of accrual + 4% of contributions (**)
(transitional period)
Maximum management fees as from 2014 1.05% of accrual + 4% of contributions (***)
Maximum management fees collected from 0.3% of accrual

or deceased planholders

annuity recipients as from February 1, 2022

Maximum management fees collected from 0.6% of annuity (**)
annuity recipients through December 31,
2021
Maximum management fees collected from 0.3% of annuity

2.1.2.1

(*) Applicable to policies issued as from January 1, 2004.
(**) Applicable to policies issued from January 1, 2013.
(***) Applicable to policies issued from January 1, 2014.

Impact on competition between the various products

In the long-term savings market, there are several products, with provident funds being the
leading products for long-term savings, inter alia as a result of measures taken by the
Commissioner, such as: the default funds reform that accelerated the decrease in
management fees in the pension fund product; cancellation of guaranteed conversion factors
in life insurance products that include a savings component which made the product less
attractive; transfer of savings funds from executive insurance to provident products;
cancellation of capital provident funds. Furthermore, the attractiveness of the executive
insurance was adversely affected as a result of Regulation 19 to the Income Tax Regulations,
which caps contributions to executive insurance. For details regarding the amendment to the
regulations, see Section 4.1.6.1.11 below. Itis also noted that in February 2024, the Minister
of Finance instructed the setting up of a “Team for Reducing the Gaps between Investment
Instruments in Short and Medium-Term Savings” in order to assess the existing regulation of
the investment instruments in short and medium-term savings (investment policies,
investment provident funds, and mutual funds), and to map the regulatory and tax gaps
therein. In addition, in accordance with the instructions of the Ministry of Finance, the team

was asked to formulate recommendations about the appropriate regulation outline in relation
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to those instruments, for reducing the arbitrage and for promoting the competition for the

benefit of savers and investors, while recommending required legislative amendments.

At this stage it is impossible for the Company to assess what the recommendations of the
said team will be or their effect on said investment instruments and on the Company’s activity
in this context. The Company will continue to monitor the team’s activity and
recommendations.

Other financial products (individual savings products)

In the reporting year, the trend continued whereby the total amount of the public’s
investments in savings products, such as investment policies that constitute an alternative to
liquid savings products, but nevertheless, in view of the interest environment some of the
public’s investments were diverted to other channels such as bank deposits, etc. The
attractiveness of individual savings policies stems from several reasons, including: a range of
investment tracks with different risk levels, switching between investment tracks does not
constitute a taxable event, attractive management fees, liquid savings that may be withdrawn

at any time, and tax benefits.

The Company believes that the trends in the long-term savings subsegment may

lead to the following:

m Pension funds will continue to be a leading product among long-term savings products,
especially on the back of further restrictions on the transfer of and signing on for executive
insurance, see as detailed in Section 2.1.2.1 above.

m The decrease in average management fees in the market will continue.

m To reduce profitability from annuity recipients as a result of the reduction of the maximum
amount in management fees collected from recipients of annuities in the pension funds and
in insurance policies for annuities.

m The use of technological and digital means in the marketing and distribution process of the
products will increase in this segment.

m Lower profitability of life insurance products.

m Growth in individual savings products will continue. Diversion of savings funds to alternative

products.

2.1.3 New products

Setting up hosting tracks in an investment policy - during 2022, The Phoenix Insurance
launched hosting tracks as part of the investment policies under its management; the
investment management in those tracks is carried out by BlackRock, which is a global
investment management company: The Phoenix Blackrock General and The Phoenix
Blackrock Foreign Shares. This unique collaboration allows policyholders, which hold

investments policies, to benefit from the option to select an investment track that combines
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global investments in the investment of the policies’ assets. During the reporting period, The

Phoenix Insurance launched another hosting track named The Phoenix Blackrock Bonds.

Launch of new investment tracks as part of the reform in investment tracks and
direct expenses - as part of the reform in connection with the collection of direct expenses
and investment tracks in provident funds (for details regarding the reform, see Section
4.1.3.1.3 below), as from January 2023 the institutional entities are required to set up two
new investment tracks: a “combined liquid” investment track, and a “flexible index-tracking”
investment track as part of their pension savings products. According to the provisions of the
circular, the said tracks were added to the new pension funds and to the savings provident
fund managed by The Phoenix Pension and Provident, and to the executive insurance policy
under The Phoenix Insurance’s management. In accordance with the provisions of the circular
regarding this issue, the Company is making preparations for the implementation of the other

provisions of the reforms to the investment tracks that will come into force in July 2024.

Setting up a new investment track through investment policies - during the reporting
period an investment track through an investment policy was set up named “Bond Indices-
Tracking Track”. The track tracks the performance of three indices composed of government
and corporate bonds denominated in NIS and CPI-linked and bearing fixed interest, which
were issued in Israel and are designated for redemption within a specified period. Towards
the end of the specified period, the Investment Committee shall set the composition of the

investments for further management of the track’s assets.
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2.1.4 Competition

Life insurance -

Five key insurance companies operate in Israel in the Life Insurance Segment - The Phoenix, Migdal,
Clal, Harel, and Menora, as well as several smaller insurance companies. According to the figures of the
Capital Market, Insurance and Savings Authority, these five companies collected approx. 95% of the
premiums in this segment in the first three quarters of 2023.

The market shares of the five key insurance companies in Israel out of total premiums in 2021 to

September 2023 are as follows, by percentage:

5.0% 5.0% 5.3%

Other
B Menora Insurance

B The Phoenix Insurance

0 Clal Insurance
Harel Insurance

B Migdal Insurance

30.7%

28.2%

2021 2022 1-9/2023

The competition between the companies is reflected mainly in the discounts on risk products and
management fees paid by policyholders, the price of the insurance coverages they purchase, the quality
of service, returns on the investments, level and method of compensation in the various distribution

channels, and in the development of additional distribution channels.
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The following table provides information about the transfer of funds from/to the Company

in the Life Insurance Segment from 2021 to 2023

1,494
B52 1,086
-2,151 -2,117
-3,334
657 -1,031
-2,682
OTransfers to the company from other entities O Transfers from the Company to other entities
2023 2022 2021

* External transfers only (excluding transfers within the Group)

2.1.5 Effect of legislative changes on competition in the area of activity

Regulatory provisions in recent years have led to increased competition between the various entities

operating in the life insurance market. Following are the main provisions:

Lowering the prices of life insurance products.

Lowering the management fees in alternative long-term savings products. For instance, through
default funds.

Amendment to the Advice Law, which prohibits a link between the rate of management fees and
the amount of distribution fee paid to the pension agent.

Reduction of maximum management fees charged from annuity recipients.

The reform in connection with direct expenses, and the requirement to present expected annual
cost to customers, which enables the comparison of the costs of management fees and
management fees to external party between investment companies and tracks (for information
regarding the reform, see Section 4.1.3.1.3 below).

Revision of the mortality tables in insurance policies.

The cap on contributions and transfer of funds to executive insurance as described in Section
2.1.2.1 above.

The Company believes that these changes may enhance existing trends in the long-term savings

segment, as described above in connection with boosting competition. The weighted effect of these

trends may have an adverse effect on profitability in the long-term savings segment.
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How the Group deals with competition

The Group is taking action to address the growing competition in the industry, mainly through the

following measures:

Continued development and improvement of the investment function and quality of investment
management.

Increase in total assets under management.

Organizational and operational streamlining in the Company’s structure, and in the different units
in the subsegment (for details in connection with the closure of the retail unit, see Section 1.3.10
above).

Service and marketing using diverse distribution channels.

Allocating management and financial resources to advertising, marketing and distribution
channels, as well as brand-name enhancement.

Structural changes allowing The Phoenix Insurance to develop while reducing the capital
requirements to which it is subject.

Collaborations with international entities such as BlackRock, as described in Section 2.1.3 above.

Setting up new investment tracks that provide a range of investment alternatives to customers.

2.1.6 Customers

Life insurance

The Phoenix Insurance markets its products to a broad range of customers who can be divided
into three main categories - salaried employees planholders, individual and self-employed
policyholders, and groups. The Phoenix Insurance has no significant dependence on any single
customer. The following table provides a breakdown of premiums and contributions towards

benefits among life insurance customers, by percentage:’

7 Including insurance contracts and investment contracts (investment contracts are individual policies without an insurance component).
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1.03% 1.42%

2022 ' 2023
= Policyholders - private individuals and self-employed ® Employers - executive insurance mCollective

The information presented above in this chapter includes forward-looking information, as defined in
the Securities Law, 1968. This information contains, inter alia, forecasts, targets, assessments and
estimates relating to future events or matters, including reference to various risk factors and
developments as described in the report, the materialization of which is uncertain and may be
impacted by various factors which are beyond the Company’s control. Forward-looking information
is not a proven fact and is based, in part, on the Company's estimates, which are based on various,
diverse data and entities that have not been verified or confirmed by the Company. It is hereby
clarified that actual results may differ from those which is described herein. Forward-looking
information refers exclusively to the date on which the report was written, and the Company is under
no obligation to revise and/or change any information pertaining to forward-looking information as
presented here, insofar as it becomes aware of any additional information in connection with such
information.
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2.2 Property and casualty insurance

Key subsegments of Property and Casualty Insurance

This area of activity includes the Group's operations in the compulsory motor insurance subsegment, the
motor property insurance subsegment and other property and casualty insurance, which includes the
remaining Property and Casualty Insurance subsegments, such as property, liability, engineering, marine
and aviation insurance.

The terms of most property and casualty insurance policies is up to one year, and these policies provide

indemnity to the policyholder in the event of loss, depending on the insurance coverage.

2.2.1 Compulsory motor insurance
Compulsory motor insurance provides coverage for bodily injury resulting from the use of a motor

vehicle.

2.2.1.1 Products and services

This subsegment consists of a single product - insurance coverage for bodily injury incurred as
a result of road accidents, under the Motor Insurance Ordinance (New Version), 1970
(hereinafter - the "Motor Insurance Ordinance”) for the motor vehicle owner and the driver
against any liability they may incur under the Road Accident Victims Compensation Law, 1975
(hereinafter - the "CRAV Law") and against any other liability they may incur due to bodily
injury caused by or as a result of the use of a motor vehicle to the driver, passengers, or
pedestrians hit by the motor vehicle as a result of the use thereof, (for further details about the
CRAV Law, see Sections 4.1.8.1.2 and 4.1.8.1.3 below).

Characteristics of compulsory motor insurance:

1. Duty to insure - the Motor Insurance Ordinance stipulates that a person shall not use, cause
or allow another person to use a motor vehicle unless his/her or another person’s use of the
motor vehicle is covered by a policy which is in force.

2.  Standard policy - the wording of the policy is dictated by the Commissioner in the Motor
Vehicle Insurance Ordinance.

Absolute liability with no need to prove blame.

4. Exclusivity of course of action - a road accident victim, who has a cause of action under the
CRAV Law, must claim damages only under the CRAV Law, and will have no cause of action
under any other law.

5. Limit of compensation - the policy has no limit of liability. Nevertheless, the maximum wages
for purposes of calculating the compensation due to loss of income and loss of earning
capacity is limited to three times the average wages in Israel (net), and the maximum
compensation for non-financial loss is limited to the amount prescribed in the CRAV Law,
which is currently approx. NIS 180 thousand.

6. The insurance premium is a differential premium, which is based on a closed list of

parameters that were set by the Capital Markets Authority.
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7. Date on which the insurance comes into force - the date of commencement of the insurance
stated in the insurance certificate, but not before the date on which the insurance certificate

was stamped with the bank's stamp.

2.2.1.2 Competition

The compulsory motor insurance subsegment is characterized by intense competition since
all insurance companies operate in this subsegment. In recent years new direct insurance
companies were established which operate in this segment. Given that the insurance
coverage is standard and the size of the market is limited, competition in the compulsory
motor subsegment focuses mainly on insurance prices, rates of fees and commissions paid
by the various companies to insurance agencies, proper segmentation of the population of
policyholders and accurate pricing of the policies offered to them, as well as on developing
digital tools to improve the selling and service capabilities both for the policyholders and
agents working with The Phoenix Insurance.

Most customers purchase the compulsory motor insurance and the motor property insurance
from the same company, and therefore customers usually look at the price in relation to both
products together (compulsory motor insurance and motor property insurance).

Following is information about the market share of the Company and key competitors in the

compulsory motor subsegment, by gross premiums by percentage (activity in Israel only):

- = = Other companies
2 S
. s WeSure
q1.3 _—
= 123 = avalon
6.7 6.4

2 o | wClal

Migdal
IDI Direct Insurance
BThe Phoenix

Shlomo

2021 2022 1-9/2023

The Company copes with competition by working to increase its market share while
maintaining the quality and profitability of the portfolio on the one hand and applying control
measures on the other. Furthermore, The Phoenix Insurance diversifies its marketing and
distribution methods by engaging in direct sales under the “Phoenix Smart” brand, via digital
sales channels and call and service centers.
2.2.1.3 Customers
A. The Phoenix Insurance is not dependent on any single customer in the compulsory motor
insurance subsegment.
B. The Phoenix Insurance has no single customer that accounts for 10% or more of its total

income.
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C. The Phoenix Insurance’s customers consist of private customers, business customers,

groups and car fleets.

90.5 94.5 Other policyholders®=*

m Vehicle fleets and collectives

2022 2023

* The figures are based on insurance policy commencement dates.
** Mainly individual policyholders.

The definitions for vehicle fleets and collectives were taken from the Codex of Regulations (Consolidated Circular).

Customer loyalty and retention:
The rate of renewals in terms of premiums in the compulsory motor insurance subsegment in

2023 was approx. 60.5% compared with approx. 62% in 2022.
Following are details about customer loyalty in the compulsory motor insurance
subsegment in terms of premiums turnover for 2023, by percentage:

Distribution of customer seniority

a3 21 12 24

Up to one year © 0ne to two years Two to three years ® Three years or mare

2.2.2 Motor property insurance

Motor property insurance consists of coverage for damage to property caused to the insured vehicle
as well as for the policyholder’s liability in respect of damage to third-party property resulting from

the use of a motor vehicle.

2.2.2.1 Products and services

Motor property insurance (CASCO) is the most common type of voluntary insurance in the
Property and Casualty Insurance Segment. Motor property insurance covers property
damage caused to the insured vehicle (hereinafter - “comprehensive insurance”) and
damage caused to third-party’s property as a result of the use of the insured vehicle
(hereinafter - “third-party insurance”). In this chapter, comprehensive insurance
signifies coverage given both in respect of property damage caused to the insured vehicle
and in respect of property damage that the insured vehicle may cause to third-party’s

property.
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This subsegment is divided into two categories:

A. Insurance for private and commercial motor vehicles weighing up to 3.5 tons
(hereinafter - “light commercial vehicle”). This category is subject to the terms
and conditions of a standard motor insurance policy, as explained below.

B. Insurance for vehicles which are not private or light commercial vehicles. This
category is residual and applies to all vehicles which are not included in the first
category (e.g. trucks, taxis, motorbikes, tractors, mechanical engineering equipment,

etc.). The terms and conditions of the standard policy do not apply to these vehicles.

Characteristics of motor property insurance:

A. Motor property insurance is voluntary insurance which is not mandatory under law.

B. Standard Policy - by virtue of the Supervision of Insurance Business Regulations
(Contract Terms and Conditions for Insuring a Private Vehicle), 1986. The terms and
conditions of the standard policy include, among other things, coverage in the event
of an accident, theft, fire, malicious damage, natural disaster damage, property
damage caused to a third party, etc.

C. The Company markets various types of coverages and riders in the motor property
segment: The terms and conditions of the standard policy include, among other
things, coverage in the event of an accident, theft, fire, malicious damage, natural
disaster damages, property damage caused to a third party, and more. The Company
also offers various riders in addition to the basic coverage, such as coverage for risks
of earthquake, riots, strikes as well as related services such as towing, replacement
vehicle in the event of an accident or theft, coverage for broken windscreen and
coverage for headlights and mirrors. The Company also offers a range of riders and
specific coverages for electric vehicles, as well as for commercial vehicles that are

not light commercial vehicles.

2.2.2.2 Competition
The motor property insurance subsegment is highly competitive, mainly due to the lack of
differentiation in the insurance coverage offered by various companies and due to the
establishment of new direct insurance companies in recent years. Competition in this segment
focuses mainly on insurance prices, the service rendered by insurance companies to their
policyholders, riders added to the standard policy, the rates of fees and commissions paid by
the various companies to insurance agencies, proper segmentation of the population of
policyholders and accurate pricing of the policies offered to them. Competition also focuses on
the development of digital tools aimed to improve the selling capabilities and services, both to
policyholders and to agents with whom the Company works. Following is information about
the market share of the Company and key competitors in this subsegment, by gross premiums,

by percentage (activity in Israel only):
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& The Phoenix
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To cope with the competition, the Company ensures that it maintains a reasonable level of

profitability by applying an appropriate segmented pricing strategy, developing new products

and recruiting agents. Furthermore, The Phoenix Insurance diversifies its marketing and

distribution methods by engaging in direct sales under the “Phoenix Smart” brand, via digital

sales channels and call and service centers.

2.2.2.3 Customers

A. The Phoenix Insurance is not dependent on any single customer in the motor property

insurance subsegment.

B. The Phoenix Insurance has no single customer who accounts for 10% or more of its

total income.

C. The Phoenix Insurance’s customers in the motor property insurance subsegment consist

of private customers, business customers, groups and car fleets.
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Breakdown of gross premiums from customers (*) by percentage

94.2 95.0 Other policyholders==

H Yehide fleets and collectives

. ==
2022 2023

* The figures are based on insurance policy commencement dates. The definitions for vehicle fleets and collectives
were taken from the Codex of Regulations (Consolidated Circular).
** Mainly individual policyholders.

Customer loyalty and retention
In 2023, the renewal rate in the motor property insurance segment, in terms of premiums for

policies that were in force in the previous year was approx. 76.1%, compared to approx.
71.6% in 2022.

Following is information about customer loyalty in the motor property insurance

subsegment in terms of premiums turnover in 2023, by percentage:

Distribution of customer seniority

36 12 19 33

Up to one year One to two years @ Two to three years ® Three years or more

In the motor property insurance subsegment, customers who also had compulsory motor
insurance policies in 2023, 2022 and 2021 accounted for 93%, 94% and 93%, respectively,
of all the policies in this subsegment in the relevant years.

2.2.3 Other Property and Casualty Insurance

Other Property and Casualty Insurance consists of a broad range of insurance coverage that can be

divided into three main subsegments: property insurance, liability insurance and other insurance.

2.2.3.1 Products and services

The Phoenix Insurance sells property and casualty insurance products in property, liability
and other subsegments, offering insurance solutions as part of a broad range of plans
catering to an extensive range of occupations and needs.

Property insurance

In the property insurance subsegment, the Group offers mainly home insurance, building

insurance covering the mortgage period, and various types of business insurance.
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A. Home insurance policy: this policy is based on the standard policy and includes a

package of riders in addition to the mandatory requirements under the Supervision of
Insurance Business Regulations (Terms of Home and Contents Insurance Contracts),
1986. Customers can opt for multiple coverages including building insurance covering
the mortgage period, all risks insurance for jewelry and valuables, employers liability
insurance, third-party liability insurance, terrorism damage insurance (beyond
government compensation), etc.
The Company also offers its policyholders coverage against terrorism risks in respect of
their home contents (excluding government compensation payout). Payment in respect
of this coverage is made in addition to insurance benefits the policyholder is entitled to
receive by virtue of the Property Tax and Compensation Fund Law, 1961, according to
which the policyholder will be paid compensation due to loss or damage caused to the
contents of his/her home due to an act of terrorism.

B. Business insurance and large businesses insurance: this type of insurance is
designed to provide insurance coverage in respect of the policyholder’s interests in
business-related property and buildings and the contents thereof; the insurance covers
physical loss or damage caused due to fire and related risks (coverage sold together
with coverage for risk of fire, lightning and additional risks, e.g. burglary, natural
damages, explosions, earthquakes, to the extent that these coverages are purchased
(extended fire insurance policy)). Furthermore, one may purchase coverage for
consequential loss stemming from certain physical damage to the property, i.e., loss of
income.

The Phoenix Insurance generally offers this insurance as part of a comprehensive
insurance package that includes, among other things, an option to purchase liability
insurance and other types of insurance, such as money insurance, goods in transit
insurance, electronic equipment insurance, etc. Business insurance is provided under
umbrella policies (namely, policies that combine various insurance coverages).
Furthermore, the Company has its EXTRA series of policies for offices, stores, workshops
and synagogues, which are dedicated policies for these business categories. The
coverage for large businesses is provided according to the needs of each customer and,
in most cases, the customer works with an insurance consultant who acts on its behalf
and defines the needs and, quite often, the wording of the policy as well.

In addition, the Company also sells business insurance coverage against cyber crimes;
such coverage includes, among other things: breach of privacy, reimbursement of costs
and expenses associated with managing a cyber event, reimbursement of costs
associated with responding to a security breach, cyber extortion, loss of income, and

data recovery costs.
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Liability insurance

A.

Employers' liability insurance: this type of insurance covers the employer's (the
policyholder) liability towards its employees over the term of the policy in respect of
bodily injury sustained by the employee covered under the insurance policy due to an
accident or illness during the course of his work or as a result thereof. This policy is
event-based. Coverage under these policies is usually residual and applies to amounts
payable in excess of payouts by the National Insurance Institute, which is in charge of
workplace accidents. In some cases, the limit of liability in policies of this type is pre-
determined; however, a higher liability limit may be purchased based on the
policyholder's needs and at his/her request. The liability covered by these policies is
usually governed by the Torts Ordinance.

This coverage is sold both as an individual standalone policy (employer liability coverage
only), and as part of large business insurance policies, business insurance policies,
umbrella insurance policies, or as a chapter within contractors' insurance policies.
Third-party liability insurance: the purpose of this insurance is to protect
policyholders against legal liability which they may have towards third parties, for bodily
injury or property damage caused due to their negligence, including consequential
damages, and which occurred during the policy period. This policy is event-based. The
coverage is adapted to the policyholder's activity and the limit of liability is set by the
policyholder, at his/her discretion, based on the level of risk to which he/she believes
to be exposed. This cover is sold both as an individual standalone policy (third-party
liability coverage only), and as part of large business insurance policies, merchant
insurance policies, umbrella insurance policies, or as a chapter within contractors'
insurance policies. The liability covered by these policies is usually governed by the
Torts Ordinance.

Other liability insurance: liability insurance also includes other products, including
professional liability insurance, directors and officers' liability insurance, and product
liability insurance.

In contrast to the types of liability insurance listed above, these products offer tail
coverage, although such policies usually also refer to the date on which the event
occurred (policies based on the date on which the claim were filed with a retroactive
date).

Other types of insurance

In addition to property and liability insurance, The Phoenix Insurance also markets
contractors' insurance (for the duration of a project or open policies for one insurance
year in respect of all projects during that period), insurance covering mechanical-
engineering equipment, mechanical breakdown insurance, refrigerated inventory
insurance, cargo in transit and shippers' liability insurance, fidelity insurance,

agricultural insurance, investment insurance for home buyers (Sales Law guarantee),
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electronic equipment insurance, insurance covering production and cancellation of
events, clinical trials insurance, flight cancellation insurance, money insurance, goods

in transit insurance, works of art, marine, aviation, terrorism acts and cyber insurance.

2.2.3.2  Competition
A. The other property and casualty insurance subsegment is highly competitive, which is
reflected in policies that are tailored to the customers’ needs, niche activity, reduced tariffs
and the offering of special discounts.
B. Most Israeli insurance companies compete with The Phoenix Insurance in the other

property and casualty insurance subsegment.

Following is data about the market share of the various companies in the other property and
casualty insurance subsegment, by percentage:

W Other companies

114 124 B Menora + Shomera

Avyalon
= Migdal
M The Phoenix

156 15.0 143 -

2021 2022 1-9/2023

Following is a breakdown of information by property and liability subsegments:

Property and other insurance subsegments (excluding motor property insurance)

o 13.6 121

W Other companies
Avyalon
Menora + Shomera

= Migdal

M The Phoenix

18.0 181 dlal

M Harel

2021 2022 1-9/2023
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Liability subsegments
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@ Other companies
11.9 10.7 10.5
Menaora + Shomera
Clal
™ Migdal
) W The Phoenix
15.8 18.0 Wi
e 13.0 Ayalon
. . . h
W 2022 1-9/2023

The principal methods for coping with competition in this segment include providing high-
quality, readily accessible service, entering into niche insurance markets where competition is
less intense and the Company can develop its expertise and reputation, customizing policies
to customers’ needs, and reinforcing the quality of pricing. Competition in this segment is

impacted, among other things, by trends in the global reinsurance market.

2.2.3.3 Customers
A. The Phoenix Insurance is not dependent on any single customer in the other Property and
Casualty Insurance subsegment.
B. Neither does the Company have a single customer in the other property and casualty
subsegment that accounts for 10% or more of its income.
C. The Company's customers in the other property and casualty insurance subsegment are
mostly private customers, in addition to companies and merchants.

Breakdown of premiums from customers (gross), by percentage:*

923 90.3 Other policyholders™=
M Large business customers
2022 2023

* The figures are based on the commencement dates of the insurance policies. “Large business customers” signify
policyholders which account for at least 1% of the premiums in the segment.
** Mainly individual policyholders.
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The renewal rate in the other property and casualty insurance subsegment is relatively high
due to the customization of policies to customers' requirements, specialization by the
insurance companies and the tendency of customers in this subsegment to remain loyal to
one insurance company, in part due to the desire to maintain continuity of the insurance
coverage. In the home insurance subsegment, the renewal rate in 2023 was approx. 84%,
compared with approx. 87% in 2022 (in terms of premiums received in the current year in

respect of policies that were in effect in the previous year).

Following is information about customer loyalty in the home insurance subsegment in terms of
premiums in 2023, by percentage:

Distribution of customer seniority

14 0 |8 67

Up to one year = One to two years mTwo to three years m Three years or mare

The information presented above in this chapter includes forward-looking information, as defined in
the Securities Law, 1968. This information contains, inter alia, forecasts, targets, assessments and
estimates relating to future events or matters, including reference to various risk factors and
developments as described in the report, the materialization of which is uncertain and may be
impacted by various factors which are beyond the Company’s control. Forward-looking information
is not a proven fact and is based, in part, on the Company's estimates, which are based on various,
diverse data and entities that have not been verified or confirmed by the Company. It is hereby
clarified that actual results may differ from those which is described herein. Forward-looking
information refers exclusively to the date on which the report was written, and the Company is under
no obligation to revise and/or change any information pertaining to forward-looking information as
presented here, insofar as it becomes aware of any additional information in connection with such
information.
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2.3 Health insurance

2.3.1 Products and services
23.1.1 General
Health insurance policies are designed to indemnify or compensate policyholders for
medical expenses incurred as a result of decline in health, illness or accident. The illnesses
and hospitalization subsegment also includes long-term care insurance, critical illness
insurance, dental insurance, insurance covering sick leave, travel insurance, and personal

accidents insurance.

2.3.1.2 Segment’s structure and key markets

The Israeli health insurance market is divided into three levels:

Third level -

private health
insurance (3)

Individual (4) Collective (5)
Untl 2016 2016-2023 From 2023 I Health LTC {5}

Comments to chart:

(1) The first level comprises the basic basket of health services (hereinafter - the
“Healthcare Services Basket”), which is provided mainly by health maintenance
organizations to all Israeli residents by virtue of the National Health Insurance Law,

1994 (hereinafter - the "Health Insurance Law").

(2) The second level, which is an extension of or an alternative for the Healthcare
Services Basket, is the supplementary health services (hereinafter - the "SHABAN"),
which are provided to the public only by health maintenance organizations. This level

is subject to the limitations stipulated in the Health Insurance Law.

(3) The third level comprises private health insurance purchased directly from
insurance companies and subject to underwriting considerations applied by
insurance companies when they issue such insurance to policyholders. Private health
insurance is offered both in the form of personal health insurance policies
(individual insurance policies) and in the form of collective policies (collective
insurance). The Group's activity in the Health Insurance Segment includes both

individual and collective insurance policies.
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Individual health insurance (individual and collective) is part of the total national
health expenditure in Israel. Private health insurance is a growing area of activity,
among other things, in light of the gap between the healthcare services provided by
the state within the framework of the Healthcare Services Basket and those provided
under private health insurance. Private health services include the use of advanced
drugs and medical treatments in order to improve quality of life and increase life
expectancy; they are provided with high availability and tailored to the specific needs
of different population groups, including coverage for transplants, medications not
included in the Healthcare Services Basket, surgeries abroad, new medical
technologies not included in the Healthcare Services Basket and long-term care
services.

The different levels of the health insurance sector in Israel are highly regulated and
closely supervised. The legislative arrangements in this sector have changed
considerably and, in some cases, are influenced by government policies relating to
healthcare, including the expansion or curtailing of the services provided as part of
the Healthcare Services Basket.

(4) Individual insurance - these are generally insurance plans offered for long
periods (for the policyholder’s entire life or up to a pre-determined age), even if the
policyholder's medical condition changes during this period.

Most health insurance plans marketed from February 2016 and thereafter are subject
to provisions according to which the insurance period is renewed every two years (for
the Policyholder’s entire life or up to a pre-determined age) (hereinafter - the
“"Renewable Policies”).

Some of the Renewable Policies are characterized with the accumulation of
considerable reserves during those periods. Changes in actuarial assumptions and
forecasts with respect to future risk may lead to material changes in the provision
amounts. Due to the considerable weight of the reserves amount, the investment
income held against the insurance reserves in this segment has a material effect on
profitability in this segment.

(5) Collective insurance - the terms and conditions of collective insurance
agreements are determined in negotiation between the insurer and the policyholder
representing the group and apply to all the individuals included in the relevant group.
Such agreements are usually signed for pre-determined periods of several years (but
no more than five years), and sometimes include a mechanism for adjusting the
premium during the policy period. Due to this difference, the tariffs paid for collective
insurance are generally lower than those paid for similar coverages in individual
policies. Some collective insurance agreements include insurance continuity when the
collective insurance agreement terminates or when an individual ceases to be a

member of the group (right to continuity).
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2.3.1.3

(6) Collective long-term care insurance - In accordance with the Commissioner’s
Directives, The Phoenix Insurance ceased to sell collective long-term care policies at
the end of 2017, except for long-term care insurance to HMO members. As from
January 2019, The Phoenix Insurance insured the customers of Maccabi Healthcare
Services, and according to the agreement, the engagement terminated on December

31, 2023 and undertaken by another insurer.

Principal changes in the Health Insurance Segment

2.3.1.3.1 The reform in health insurance

On October 1, 2023 (hereinafter - the “Effective Date”), the reform in health
insurance of the Capital Markets Authority came into force. This is a
comprehensive and significant reform relating both to the nature and to the scope
of the products, as well as to the methods employed in their marketing and
management. The reform applies to individual health insurance policies that will be
taken out as from the Effective Date, and to collective health insurance policies that
will be taken out or renewed as from the Effective Date, such that individual health

insurance policies will be divided into three groups:

in 2016-202

sNon-enewing polides. sRenewable polides (to
be renewed nextin are subject to the reform
*Their premiums can be June 2024). and provisions of the
updated with the *Not subject to the reform Economic Arrangements
Commissioner’s approval, but are subject to the Law, as detziled below,
- Economic Arrangements
* These polides are not Law, as detailed below,

subject to the reform,

Under the reform, five tiers were established for health insurance policies:

Critical
ilinesses

Ambulatory
insurance plans

Expension
Policies

Policies for surgeries and
non-surgical alternatives

Basic health
insurance policy

The first - a basic health insurance policy that will be composed of three uniform policies that
define a uniform and comprehensive coverage in their respective areas: (1) a policy covering

transplants and special treatments abroad; (2) a policy covering medicines that are not
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included in the Israeli health care basket; and (3) a policy covering surgical procedures and
alternative treatments to surgical procedures abroad;

The second - policies covering surgical procedures and alternative treatments to surgical
procedures in Israel, from the first shekel payable or SHABAN without deductible or with a
NIS 5,000 deductible;

The third, expansion policies for the basic tier, the second tier (surgical procedures and
alternative treatments to surgical procedures in Israel) or the fifth tier (critical illness);

Fouth pillar - The following ambulatory insurance plans: Consultation and tests; tests and
quick medical diagnosis; home hospitalization; treatments using advanced technology and
medical accessories; medical support and treatments during a significant medical event, such
as surgery, hospitalization or critical iliness; any insurance plan approved by the Commissioner
in advance and in writing;

and the fifth - critical illness policy.

In addition, the following key provisions were set: 1. Products from the second and fourth
tiers shall be sold on the proviso that the policyholder has taken out a basic health insurance
policy (the first tier), and in @ manner that will allow the policyholder to purchase a basic
policy from one company and other health insurance products from the other tiers from
another company, if he/she chooses to do so; 2. Prohibition on the sale of overlapping
insurance in indemnity health insurance products; 3. Imposition of requirements on the
marketing entity regarding the presentation of the premium in the in the process of adding
new policyholders, and the imposition of disclosure requirements as part of the sale of a policy
covering surgical procedures in Israel; and 4. Prohibition on short-term rebates while setting
a fixed-rate rebate for a period of at least ten years, including regarding the provision of

rebates that will be renewed in existing and renewable policies.

Introduction of riders and marketing thereof

In February 2023, the Capital Market, Insurance and Savings Authority published an
amendment to the provisions of the circular regarding “"Riders and Marketing
Thereof”, in order to adapt the provisions to the reform in the Health Insurance Segment.
The amendment stipulates, among other things, that riders may be marketed in health
insurance so long as the coverage or part thereof as part the rider is not marketed under the

health plans in the fourth tier (ambulatory insurance plans).
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2.3.1.3.2 The 2023 and 2024 economic plan

The Health Chapter in the Economic Plan Law (Legislative Amendments for
Implementing Economic Policies for Budget Years 2023 and 2024), 2023 (hereinafter

- the "Economic Arrangements Law"”), came into force on October 1, 2023.

The objective of the law is to reduce the incidence of overlapping insurance in the
surgical procedures subsegment between Supplementary Healthcare Services
(SHABAN) of health maintenance organizations and private health insurance policies;
the aim is to reach a situation where most of private surgical procedures in Israel
will be conducted by the health management organizations as part of the SHABAN
plans; this is based, among other things, on the recommendations of the public
committee for strengthening healthcare services in Israel and regulating the public
and private health system (hereinafter - the “"Ash Committee”), which was set up in
2022 by the Ministry of Health in order to assess the issue, and whose

recommendations were included in a report it published in November 2022.

Following are the key points of the heath chapter in the Economic Arrangements
Law:

1. Where a policyholder who has a “surgeries in Israel - first shekel” policy files a
claim for a surgery performed in Israel by virtue of his/her rights under the SHABAN
Plan, and such a surgical procedure is also covered by the policyholder’s insurance
policy, the insurer shall pay the health maintenance organization through which the
surgical procedure was carried out a total equal to the price of the surgical procedure
paid by the health maintenance organization as per the Ministry of Health's price list.
Furthermore, a mechanism was set up for appealing against the amount of the

health maintenance organization’s payment demand as described above.

2. Transferring a policyholder from a “first shekel” insurance policy (hereinafter - the
“original policy”) to a surgical procedures policy of the Supplementary Healthcare
Services - on the next renewal date of a “first shekel” surgical procedure policy that
will take place in June 2024, the insurance company is required to add - by default
- the policyholders who also have Supplementary Healthcare Services to a surgical
procedures policy of the Supplementary Healthcare Services instead of the original
policy, unless the policyholder informed it, before he/she was transferred, that
he/she wishes to stay with the original policy. In addition, a policyholder who was
transferred to Supplementary Healthcare Services policy will have the option to
return to the original policy within a year after his/her transfer, without reassessment

of previous medical conditions, and without a qualification period.

3. A list of physicians - the insurance company will set a single list of surgeons to be

included in the arrangement.This list will also be offered to “first shekel”
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policyholders and to policyholders holding a SHABAN supplementary policy. In
addition, at least half of the physicians included in the list will be included in the lists

of SHABAN physicians of the health maintenance organizations.

4. These provisions will apply to surgical procedure insurance plans (individual and
collective) that will be issued or renewed as from October 1, 2023, and to existing

policies that were marketed as from February 1, 2016.

For information regarding other legislative changes relating to the Health Insurance

Segment in the reporting period, see Section 4.1.9 below.

2.3.14 Description of health insurance plans/principal health services offered

2.3.1.4.1 Insurance covering medical expenses: such insurance plans usually
include indemnification in respect of expenses incurred due to surgery,
transplants and/or special medical treatment abroad, coverage for medicines
that are not included in the Healthcare Services Basket, alternative
treatments, medical services that involve the use of advanced technologies,
ambulatory medical services, etc., all in accordance with the insurance plans
purchased for or by policyholders. Supplementary products are added to
these insurance plans, which provide a broad range of options for expanding
the insurance coverage, in accordance with the policyholder’s needs. It should
be noted that as part of the reform carried out in the field of health insurance
in 2016, a uniform policy for surgeries was prescribed, and as part of the
2023 reform uniform policies were set for other products: Transplants and
special treatments abroad; medicines that are not included in the Israeli
healthcare basket; and surgical procedures and alternative treatments to

surgical procedures abroad.

2.3.1.4.2 Long-term care insurance (LTC): Insurance for long-term care is
designed to cover the costs incurred by individuals who are unable to perform
activities of daily living (ADLs),® and require special care. Policyholders utilize
their entitlement to long-term care insurance benefits primarily in old age.
Long-term care insurance plans entitle policyholders to receive monthly
benefits upon the occurrence of an insurance event, in accordance with the
insurance amount purchased by the policyholder, for long-term care in the
policyholder's home or in a nursing home. Coverage is provided for the period
specified in the policy upon the occurrence of the insurance event. Some

policies in this segment provide benefits for a limited time, while others

8 Activities of Daily Living (ADLs) are six basic daily activities; one’s inability to do all or some of those activities defines his/her need
for long-term care.

The Phoenix Holdings Ltd. 1-63



Description of the Corporation’s Business ‘(rPhoenlx

provide life-long benefits, based on the option selected by the policyholder
when taking out the insurance. The importance of this segment stems mainly
from the increase in life expectancy and the relative increase in the number
of people requiring long-term care. The Phoenix Insurance does not market
individual long-term care policies in view of the risks involved in such
insurance in its present form, and the complexity of the reinsurance that this
segment requires. In addition, The Phoenix Insurance reduced the exposure
to this subsegment upon the expiry of the collective long-term care
agreement for members of the Maccabi health maintenance organization on
December 31, 2023.

2.3.1.4.3 Dental insurance: under dental insurance, the Company issues policies that
provide coverage for dental treatments including, among other things,
conservative dentistry, orthodontics, implants, and periodontal dentistry. The
policy is paid by way of monthly premiums. Dental insurance coverage is sold

only as part of collective insurance.

2.3.1.4.4 Critical illness insurance: insurance that includes a payout upon diagnosis
of a critical iliness. The insurance guarantees payment of a one-off amount if
the policyholder is diagnosed with one of the critical illnesses listed in the
policy. Benefits are paid to the policyholder without any requirement to prove
expenses incurred for the purpose of treating the iliness; this differentiates
critical illness policies from health insurance policies in which the policyholder
is entitled to indemnity payments based on reimbursement of expenses. The
Phoenix Insurance markets critical illness insurance with a compensation

component.

2.3.1.4.5 Travel insurance: The Phoenix Insurance sells a travel insurance policy -
“Phoenix Smart Travel Insurance”, which is a modular travel insurance policy
comprising a uniform basic policy and optional riders, which enable to adapt
it to the traveler’s needs, according to their travel style and existing medical

condition;

In view of the Iron Swords War, which broke out on October 7, 2023, during
the last quarter of the reporting year there was a significant decline in the

purchase of travel insurance compared to the corresponding period last year.
2.3.2 Structure of profitability

In the Health Insurance Segment, profitability is generated, among other things, by applying
a proper and strict underwriting process to policyholders, proper pricing of the various

products, while taking into account the costs of inputs of the various health indices, and
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efficient medical procurement activity. It should be noted that the profitability of individual
insurance has a higher inherent risk due to, among other things, the prolonged coverage
period (normally a significant number of years) and the lack of flexibility with respect to
making changes both to the policy’s terms and to the insurance tariffs. This is especially
relevant for policies marketed since February 2016, with respect to which the Commissioner
has the power to demand that changes are made to the insurance terms and conditions in
relation to existing policyholders on renewal dates. Accordingly, in September 2022, the
Capital Market Authority published a circular regarding the “Updating of Tariffs in Renewable
Health Insurance Policies”, which sets conditions whereby the insurance companies will be
allowed to update the premium without first obtaining the Commissioner’s approval. These
terms were designed to balance out the need to update the terms and tariffs of medical

expenses insurance policies, against the need to protect policyholders’ interests.

Segment results are also affected by interest rates and capital market fluctuations, which have
a major effect on investment income, and on long-term insurance reserves, primarily in the
long-term care subsegments. In addition, the results of this subsegment have a significant
effect on The Phoenix Insurance’s solvency ratio. For further details, see Section 2.1.5 to the

Report of the Board of Directors.

The changes that took place during the reporting period, and which were described in this
chapter (approval of new tariffs in accordance with the capital market reform in relation to
the health products, provisions regarding transfer of policyholders with surgical procedure
insurance policies in Israel from “first shekel” policies as from 2016 to a “Supplementary
SHABAN" surgical procedure policy, and changes in the rules for providing discounts in health
insurance and critical illness policies), may affect - in the near future - the rate of new sales
among policyholders with an insurance products with another company (“twisting”) on the
one hand, and on the other hand - affect the cancellation rate among Company’s

policyholders.

|ll

In addition, the profitability of the “surgical procedures in Israel” coverage might be affected
from policyholders’ preferring the “first shekel” policy or the "SHABAN supplementary policy”
according to the availability of the surgical procedures in SHABAN, and any changes that may

be made to the SHABAN plans.

It should also be noted that at this preliminary stage there is uncertainty as to the extent of
the effect of the changes in the market and the nature of this effect, in view of the fact that
changes may have conflicting effects in accordance with the relevant factors noted above;
therefore, at this stage it is impossible to assess the impact of the change, if any, on the

Health Insurance Segment.

The Phoenix Holdings Ltd. 1-65



Description of the Corporation’s Business ‘(rPhoenlx

2.3.3

2.3.4

New products

The Phoenix prepared the individual insurance products, the riders and the collective
insurance policy in accordance with the provisions of the health insurance reform. On
January 25, 2024, The Phoenix received a permit from the Commissioner regarding the new

individual insurance products and riders and started marketing them.

Competition

The key competitors in this segment are Harel, Clal, Migdal, and Menora, and the
Supplementary Healthcare Services of the health maintenance organizations (SHABAN). In
collective insurance, which are usually decided upon through a tender process, the large
number of participants intensifies competition, which is reflected, among other things, in the

erosion of rates.

As detailed in the following table, The Phoenix Insurance has the second largest market share

among Israeli insurance companies.

The health insurance reform which entered into force in February 2016 prescribed a standard
policy for surgeries in Israel; the additional reform which entered into force in October 2023
also prescribes standard policies in the following fields: (1) transplants and special treatments
abroad; (2) medicines that are not included in the Israeli healthcare basket; and (3) surgical
procedures and alternative treatments to surgical procedures abroad. Furthermore, the
Authority publishes a calculator for comparing prices of health insurance policies offered by
the various companies. The standard policies and the calculator intensify the competition in

the segment.
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Following® is information about the market share of the Company and key competitors in the

Health Insurance Segment, by earned gross premiums, by percentage:

Td 71 7.2
10.2 10.4 10.4

Cther companies
B B -

B Migdal
12.4 134 13.0 Menora

B The Phoenix
l I l .Hard

2021 2022 1-9/2023

2.3.5 Customers
Health insurance customers can be divided into three main categories:

(a) Private individuals: Ilinesses and hospitalization insurance plans for individual customers
are typically whole-life insurance plans. Under individual policies, the policyholder may

cancel the policy at any time.

(b) Collective insurance: The Phoenix Insurance enters into collective insurance policies with
entities, workers’ unions, and major Israeli corporations, under which it provides employees
of these companies and their families with health and dental insurance. The term of ilinesses
and hospitalization insurance plans for customers in collective insurance is fixed, mostly up
to 5 years. Entities that enter into collective insurance plans normally use the services of
expert external insurance consultants, and their insurance policies are more diversified, in
accordance with the customer's specific requirements. Additionally, collective insurance
rates are lower (at the policyholder level) due to volume discounts, due to the fact that the
policy period is fixed, as well as since agreements often include a price adjustment
mechanism. Under collective insurance plans, all policyholders are normally not tested for

pre-existing medical conditions and are exempt from a qualifying period.

(c) Members of HMOs: Until December 31, 2023, The Phoenix Insurance provided collective

long-term care insurance services to the members of Maccabi Healthcare Services

° The figures in this table are based on a sectors report from the Commissioner’s website.
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(hereinafter - “Maccabi"), including operational services for long-term care policyholders of

Maccabi Magen - Mutual Medical Insurance Association Ltd.

In accordance with the agreement with Maccabi, The Phoenix will continue paying insurance
benefits in the existing claims and will deal with new claims that will be filed so long as the

insured event took place through December 31, 2023.

For that purpose, The Phoenix Insurance will leave under its management a claims reserve
in accordance with the provisions of the agreement. The number of Maccabi members
covered by long-term care insurance through Maccabi is approx. 1.6 million. The total annual
premium amount for the reporting period is approx. NIS 1.2 billion. The Phoenix Insurance
pays 20% of the total insurance benefits, and the Policyholders Fund pays 80% of the total
insurance benefits. Accordingly, the premium that The Phoenix Insurance is entitled to is for
20% of the insurance risk and for operating the insurance plan. Furthermore, The Phoenix
Insurance entered into proportional reinsurance contracts with several reinsurers to hedge

and diversify the risk it is exposed to.

Following is a breakdown of premiums from customers (gross) in 2022-1-9.2023, by percentage-

44.7 43.2. B Collectives customers
m Private customers

HMO

36.2 36.7

2022 1-9.2023

In the reporting year, the Group did not have a single customer, total income from which constituted
10% or more of the total amount of the Group’s income from health insurance premiums.

The rate of policy cancellation for private long-term insurance policies in the Health Insurance
Segment, in terms of premiums® is 10.8%, 10.4%, and 9% in 2023, 2022 and 2021, respectively. In
the long-term care subsegment - the rate is approx. 3.1%.

10 Individual insurance policies only. Excluding critical iliness insurance, LTC insurance and foreign travel insurance.
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The information presented above in this chapter includes forward-looking information, as defined in the
Securities Law, 1968. This information contains, inter alia, forecasts, targets, assessments and estimates
relating to future events or matters, including reference to various risk factors and developments as described
in the report, the materialization of which is uncertain and may be impacted by various factors which are beyond
the Company’s control. Forward-looking information is not a proven fact and is based, in part, on the Company's
estimates, which are based on various, diverse data and entities that have not been verified or confirmed by
the Company. It is hereby clarified that actual results may differ from that which is described herein. Forward-
looking information refers exclusively to the date on which the report was written, and the Company is under
no obligation to revise and/or change any information pertaining to forward-looking information as presented

here, insofar as it becomes aware of any additional information in connection with such information.
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2.4 Asset management - Retirement (Pension and Provident)

The Group manages various types of pension funds and provident funds through The Phoenix Pension
and Provident Fund.

In addition, the Group manages - through The Phoenix IEC Central Severance Fund Ltd. (hereinafter -
“IEC Gemel") - the central provident fund for annuity of Israel Electric Corporation employees.!!

Since the Company views asset management as comprising short-term asset management through The
Phoenix Investment House, and asset management in the medium and long-term through The Phoenix
Pension and Provident and IEC Gemel, the Company decided to classify pension and provident asset
management as a separate segment.

As of the report date, the Company directly holds 100% of the shares of The Phoenix Pension and
Provident, and 100% of the shares of IEC Gemel.

Key characteristics of the pension and provident instruments

The state encourages saving through the pension savings products - pension funds and provident funds
- mainly by way of giving tax incentives to savers, through various provisions in labor laws, and by

securing a return on the investment of some of the planholders’ funds, and in some of the products.

A. Insurance coverage: The pension plans combine insurance coverage and savings, but the
insurance coverage is limited to the basic events of retirement, disability, or death. Provident funds,
on the other hand, offer only a savings component and do not provide insurance coverage.
Nevertheless, as from July 2013, provident funds may offer their planholders insurance coverage as

part of collective and individual policies.

B. Manner of engagement and payment obligations of the institutional entity: In a pension
fund and/or provident fund, the planholder undertakes to comply with the fund's rules and regulations
which define the rules for entitlement to payment, the rate of payment, etc. In a pension fund, there
is mutual guarantee between the planholders. The actuarial assumptions which form the basis for
planholders' rights are reviewed from time to time according to actual circumstances, and if these
assumptions change, for better or worse, the planholders' rights change, and they bear jointly any

actuarial surplus or deficit the fund may have.

C. Returns: As from October 2022, the comprehensive pension funds benefit from a guaranteed return
of 5.15% as part of investing approx. 30% of planholders’ funds.

D. Management fees: For details regarding restrictions on management fees, see table in Section
2.4.1.2.6 below.

11 The management of the central provident fund for annuity of employees of the Israel Electric Corporation Ltd. is carried out in
accordance with the management services agreement signed with the Israel Electric Corporation Ltd., which was extended through the
end of 2025, when it was amended in March 2022, with the addition of an option for the IEC to extend the agreement by further 5 years.
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2.4.1 Products and services

2.4.1.1 The pension subsegment

24.1.1.1

General

Pension funds enable their policyholders to save for pension in the long term (old-

age pension) and also provides coverage for disability (disability pension) and death

(survivors' pension), according to its articles of association.

The Group's activity in the pension subsegment is carried out through The Phoenix

Pension and Provident.

1)

(2)

(3)

(1)

(2)

The Phoenix Holdings Ltd.

The pension fund provides the following insurance coverages:
Old-age pension: an annuity paid to planholders from the date of their retirement
throughout their life.

Disability pension: a pension paid to planholders who are work-incapacitated,

based on a decision of the fund’s medical committee. The annuity amount is
determined as a percentage of the qualifying income for disability and survivors
benefits, as defined by the fund’s rules and regulations and in accordance with
the degree of disability. Additionally, a planholder who becomes disabled may be
“released” from contributions to the fund so long as he/she remains disabled.
This means that the fund continues to credit his/her account with contributions
during that period, as if he/she had made the contributions themselves, in
accordance with the degree of his/her disability.

Survivors pension: an allowance paid to the survivors (widow/er and orphans

younger than 21) of a planholder who dies during the period in which he/she was
insured or after he/she retires. As in the case of the disability pension, the
survivor's pension is a percentage of the qualifying income for disability and

survivors benefits, as defined in the fund’s rules and regulations.

There are three cateqgories of pension funds - old pension funds (under
special/ordinary administration), new comprehensive pension funds, and new

general pension funds:

Old Pension funds - As part of the 1995 the pension funds reform, the purpose
of which was, among other things, to reduce the funds' deficits and to balance
out the funds' assets and liabilities, the old pension funds were closed to new
policyholders, and the proportion of designated bonds was reduced. As a result
of the reform, there are currently two classes of old funds - balanced old pension
funds (10 funds) and pension funds under special government administration (8
funds).

New comprehensive pension funds - as of the report publication date, there

are 9 comprehensive pension funds operating in Israel.
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The Phoenix Holdings Ltd.

These new pension funds started operating in 1995 following the aforementioned
reform, whereby new planholders will be enrolled in new pension funds to be
established as of that. The new comprehensive pension funds are entitled to
various benefits from the government, including tax benefits as per the Income
Tax Ordinance, the Provident Funds Law and the Provident Fund Regulations.

Contributions into a new fund are capped at the equivalent of 20.5% of double
the average wage in Israel. Currently, the maximum rate of management fees is

6% of the contributions towards benefits and 0.5% of the accrual.

As of June 2018, the new comprehensive pension funds operate according to

unified rules and regulations that apply to all of the aforesaid pension funds.

In November 2021, an amendment was enacted, which supersedes the existing
mechanism for ensuring the stability of pension fund savings in the old and new
pension funds through designated bonds with a new mechanism that ensures
stability by supplementing returns. According to the said legislative amendment,
as of October 2022, in lieu of designated bonds, the state will undertake to
supplement pension fund returns up to a rate of 5.15% for pension funds assets
accumulated since the amendment’s effective date, and the pension fund assets
underlying the commitment to supplement the returns will be invested in the
capital market.

New general pension funds - As detailed above, contributions into a new
comprehensive pension fund are capped at the equivalent of 20.5% of double
the average wage in Israel. Savers who wish to contribute higher amounts may
do so in new general pension funds. Those funds were not eligible for designated
bonds, and accordingly they are also not eligible to the supplementation of
returns to up to 5.15% as has been the case in a comprehensive fund since
October 2022. In new general funds, contributions are not capped, and one-off
contributions may also be made. Furthermore, a new general fund does not have
to provide the insurance coverages mentioned above, and as such, some of these
funds only provide old-age pension. As of the report publication date, there are
9 new general pension funds operating in Israel. The maximum rate of
management fees that may be collected in a general pension fund is 1.05% of
the accrual and 4% of the contributions. For further details about management

fees and changes therein, see Section 2.4.1.2.6 below.

The contributions towards benefits received from pension fund planholders are
divided into the following components: life insurance (if insurance coverage was
purchased), savings, and management fees. Pension fund management

companies generate their income from the management fees they collect
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(calculated as a percentage of the contributions towards benefits and the
accrual).

In pension funds, claims are paid out of the fund, namely, from the planholders’
assets, such that the policyholders are the ones to bear the risks arising from the
claims. It should be noted that the new funds are required to apply an actuarial
balancing out mechanism every quarter, which adjusts the actuarial liabilities to

the fund's assets.
The Phoenix Pension and Provident manages the following funds:

“The Phoenix Comprehensive Pension” is a comprehensive pension fund established in
1995. The pension fund operates various insurance tracks offering various levels of insurance
coverage and various types of payouts upon reaching retirement age; the fund also offers
planholders several investment tracks to choose from.

The Phoenix Supplementary Pension (previously named: the “"The Phoenix General
Pension”) is a new general fund established in 2000. The fund operates in conjunction with
the comprehensive pension fund and contributions in excess of the aforesaid cap are deposited
with it.

“Amit” - an old balanced pension fund, which was closed to new planholders in 1995.
“Magen” - an old balanced pension fund, which was closed to new planholders in 1995. It
was transferred to the management of The Phoenix Pension and Provident in 2021 as part of
the merger between Halman Aldubi Provident and Pension Funds Ltd. into The Phoenix
Pension and Provident.

“Attorneys’ Pension Fund” - an old balanced pension fund, which was closed to new
planholders in 1995. It was transferred to the management of The Phoenix Pension and
Provident in 2021 as part of the merger between Halman Aldubi Provident and Pension Funds

Ltd. into The Phoenix Pension and Provident.
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Following are key data regarding the pension funds under The Phoenix group’s
management in the reporting year:

Contributions

Year on towards Assets as of
which fund benefits for December 31
Management was 2023 in NIS 2023 in NIS
Fund company established Type of fund million million
The Phoenlx. ] 1995 Comprehgnsiv 9,662 84,712
Comprehensive Pension € pension
The Phoenix ] 2000 New general 1,042 4,248
Supplementary Pension The Phoenix
Amit Yessod (Pension Pension and 1992

. Provident Ltd.
Fund for Senior Old balanced 10 1,753

Planholders)

Magen (Pension Fund for 1952 Old balanced

Senior Planholders) 2.5 551
Attorn_eys’ Pension Fu|.1d 1979

(penlon Fund for Senior O baarced |
Total 10,725 91,982

The contributions towards benefits are current contributions only, and do not include transfers of accruals in
respect of planholders’ transitioning to the pension funds from other pension funds. Money transferred to the
Group's pension funds in 2023 (including transfers for unification of accounts) totaled approx. NIS 13,532
million and, on the other hand, money transferred from the Group's pension funds to other funds totaled
approx. NIS 5,098 million.

2.4.1.1.2 Structure of profitability

Management companies in the pension subsegment generate their income from

management fees they collect (from contributions towards benefits and from
accruals), and the profitability is the difference between the net management fees
(after discounts, if any) and the management company's actual operating and
marketing expenses. It should be noted that in recent years there has been an
erosion in management fees as a result of various reforms and increased competition
in the industry. In this context, in September 2021, the Commissioner published a
document dealing with the results of the third procedure for determining selected
pension funds, which includes a notice as to the Commissioner of the Capital Market,
Insurance and Savings' selecting four new pension funds that will be used as “default
funds”, rate of management fees to be collected and the terms attached thereto, in

respect of the period spanning from November 1, 2021 to October 31, 2024.
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Amounts paid out by pension funds in respect of claims (including payment of
annuities) have no direct effect on the management company's profitability, since
the insurance is mutual and the risks arising from the claims are borne by the
planholders.
In the pension funds, the return on investment of the planholders’ funds is credited
to the planholders (net of direct expenses) and it indirectly affects the total
management fees from accruals collected by the management company.
Management fees as a percentage of contributions are not affected by the accrual
amounts and from the results of the investments, but rather only by the contribution
amounts. Furthermore, there are investment gains on the management company’s
nostro portfolio.
24.1.2 Provident funds subsegment
24.1.2.1 General

Provident funds offer savers (hereinafter - “planholders”) an additional

option for long-term or mid-term savings, entitling them to various tax benefits
and the option (under certain conditions) to withdraw accrued funds as a lump

sum.

Provident funds and advanced education funds are managed by the Group
through The Phoenix Pension and Provident Funds.

In addition, the central provident fund for annuity of Israel Electric Corporation
employees is managed through The Phoenix IEC Gemel. The purpose of this
fund is to pay annuities to eligible IEC employees, as defined in the fund’s
rules and regulations. The group of eligible employees is a defined and closed
group, and the rights of those employees are derived from the number of their
years of service and the salary used to calculate their pension rights. The fund
has an actuarial balancing out mechanism, under which the IEC’s actuarial
obligation is assessed against the fund’s assets on a monthly basis, and funds
are transferred in order to ensure balancing-out in accordance with the fund’s

bylaws and the provisions of the law.

2.4.1.2.2 Following are the types of provident funds managed by the Group:
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Type of Nature of fund Summary of terms for withdrawal from fund
fund
Provident Long-term provident fund. In these funds, both the employer and the employee o  Amounts deposited through December 31, 2007 may be withdrawn as a
fund for make regular monthly contributions deducted from the employee's salary, whereas lump sum at the age of 60 or on other dates, in accordance with the
savings - for self-employed planholders, only the planholder contributes into the fund. provisions of the law.
retirement o Amounts that were deposited as from January 1, 2008 may be withdrawn
benefits as an annuity. The withdrawal of funds accrued in excess of the amount
fund required to pay the minimum annuity shall be done in accordance with
the planholder’s decision, whether by the capitalization of an annuity, or
by payment of an annuity after a transfer to a pension or insurance fund.
o Redemption of severance pay funds on the date of termination of
employer-employee relations, in accordance with the provisions of the
law.
Advanced Mid-term fund. The funds are designed for the employee's training or any other | For training purposes from the end of the third year of their enroliment in the
education purpose in accordance with the fund’s rules and regulations, and the provisions of | fund; after six years of enrollment, the funds may be withdrawn for any purpose.
fund the law.
Personal Fund for varying terms, depending on the periods of employment and planholder's | Regarding contributions made from January 2008 and thereafter, these funds also
severance preferences. function as savings provident funds, but severance pay may be withdrawn as a
pay lump sum, even if contributions were deposited with the fund in 2008 and
provident thereafter, upon termination of the employer-employee relations and in
fund accordance with the provisions of the law.
Central A fund in which employers accumulate funds to guarantee the payment of severance | The employer may redeem the funds or instruct the fund to pay the funds to its
severance pay to their employees. In these funds, the planholder is the employer, which | employee, subject to the provisions of the law.
pay fund accumulates the funds in its own name on behalf of all of its employees (these funds
were closed to contributions in 2011).
Sick pay A provident fund designated to accrue funds by the employer in order to secure its | Withdrawal of funds is possible in the event of employee’s sickness, and subject
fund employees’ rights to receive sick pay. to the provisions of the law.
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Minimum A fund that guarantees a minimum rate of return to its planholders in accordance | In accordance with the above withdrawal provisions regarding savings provident
Guaranteed | with the fund's rules and regulations. These funds are no longer open to new | funds - funds for retirement benefits.
Return planholders.
Provident
Fund
Self- Through which the planholder or a portfolio manager acting on his/her behalf can | In accordance with the above withdrawal provisions regarding savings provident
Directed manage these types of self-employed planholders’ saving funds that are defined in | funds - funds for retirement benefits and advanced education funds.
provident the regulations, as well as funds deposited with advanced education funds, subject
funds and to investment restrictions to be observed by the management company charged
advanced with the management of the savings. As from June 2017, the amount of
education contributions towards benefits in a self-managed provident fund is capped; as of
funds the date of this report, this amount stands at approx. NIS 5.9 million.
Investment | A savings provident fund which was first marketed in late 2016; the total amount of | planholders may withdraw funds from an investment provident fund at any time
provident contributions towards benefits in such a fund is capped at NIS 70,000 per calendar | with no obligation to wait until retirement age. However, early withdrawals are
fund year (CPI-linked). As of the report publication date, the contribution cap stood at | subject to tax on the total real profits accrued.
NIS 79,006.
Child long- | Provident funds with which the National Insurance Institute of Israel has been | Withdrawal of the accrued funds is possible when the child reaches the age of 18;
term depositing every month - since January 2017 - NIS 50 for every child entitled to a | if the child does not withdraw the funds until he/she reaches the age of 21, the
investment | child allowance until the child reaches the age of 18. The parents can increase the | child will receive a NIS 500 grant from the government.
provident sum of the savings by further NIS 50 out of the child allowance funds paid by the
fund for National Insurance Institute. Until the child reaches the age of 21, the National
savings Insurance Institute will pay the management fees in respect of the savings with the
provident fund; thereafter, the fees will be paid by the planholder.
Central A provident fund designed for a single planholder - an employer planholder; the | The employer may redeem the funds or instruct the fund to pay the funds to its
provident objective of such a fund is to pay annuity to the employees of that employer | employee, subject to the provisions of the law.
fund for planholder, who are entitled to receive an annuity. The employer pays annuity
annuity payments through the fund to eligible employees, as defined in the fund's bylaws,

in accordance with the employer’s actuarial undertaking to the eligible employees,
calculated in accordance with labor agreements and the rules set in the fund’s
bylaws and the legislative arrangement.
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2.4.1.2.3

Companies managing provident funds generate their income from the management fees they collect on the assets. For details about the management

fees in the provident funds managed by the Group, see Section 2.4.1.2.6 below. Given that the management company does not charge management fees

as a percentage of income, the effect of the return on management fees income is indirect, and stems from the effect of the return on total assets under

management, which forms the basis for collecting the management fees.

Provident funds managed by the Group

Following are the details of The Phoenix Pension and Provident:

Contributions

Assets under

Fund Type of fund ] Year towa_rds benefits Neif‘azc(;:;;al management as of
ounded in 2023 (In NIS million) December 31, 2023
(in NIS million) (In NIS million)
The Phoenix Provident Benefits and severance pay 1979 552 1,949)) 29,069
The Phoenix Advanced Education Advanced education 2000 3,298 231 31,926
The Phoenix Merkazit LePitzuim Severance pay 1965 - 8)) 1,190
The Phoenix Investment Provident Fund Savings provident fund 2016 949 588 4,589
The Phoenix Gmula Minimum Guaranteed-Return | Benefits and severance pay 1974 6 33)) 1,063
The Phoenix Provident Multi Track Severance Pay | Severance pay 2016 - - 259
;I;Si:;:?ELXE:IZ‘r’\eé;?;:nt Provident Fund for Savings provident fund 2017 183 137 1,219
The Phoenix Sick Pay Fund Sick pay provident fund 2004 - - 3
. . Self-directed advanced
Phoenix Self-Managed Advanced Education education fund 2011 28 7 605
Phoenix Self-Managed Provident Fund Self-directed provident fund 2011 - (257) 1,319
Total 5,016 (1,284) 71,242

In 2023, net accrual increased compared with 2022 (from positive accrual of NIS 7,209 million in 2022 to negative accrual of NIS 1,284 million in 2023. In 2023,

monies transferred to the Group's provident funds totaled NIS 5,250 million (2022 - transfers totaling NIS 8,878 million), whereas monies transferred from the Group's
provident funds to other funds totaled NIS 7,141 million (2022 - transfers totaling NIS 3,640 million).
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Below are details of the Group’s main annuity provident funds managed by the Group:

Contributions
towards benefits

Assets under
management as of

Type of Year in 2023 Net accrual in 2023 December 31, 2023
Fund fund founded (in NIS million) (in NIS million) (in NIS million)
Central provident fund for annuity of Israel Ports 2020
Development and Assets Ltd. employees 4 (219) 3,296
Central provident fund for annuity of System Central 2020
Operator Company Ltd. employees provident 03 (0.3) 360
Central provident fund for annuity of Ashdod Port gli]?]iiftc;r 2021
Company Ltd. employees 1 (32) 81
Central provident fund for annuity of Israel 2005
Electric Corporation employees 479 (806) 38,410
Total 484.3 (1,057.3) 42,147
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2.4.1.2.4

Structure of profitability

In the provident funds subsegment, the management company's principal source of
income is the difference between the income from management fees collected and the
selling, operating and service expenses incurred by the management company. It
should be noted that in recent years there has been an erosion in management fees
as a result of various reforms and increased competition in the industry.

In the provident funds subsegment, the return on investment of the planholders’ funds
is credited to the planholders and it indirectly affects the total management fees from
accruals collected by the management company. Management fees as a percentage
of contributions are not affected by the results of the investments, but rather only by
the contribution amounts.

For further details regarding maximum management fees, see Section 2.4.1.2.6 below.

In this context, it should be noted that The Phoenix Pension and Provident manages,
among other things, a guaranteed-return provident fund - “Gmula". According to the
rules and regulations of this fund, the maximum rate of management fees that may
be charged in the fund’s guaranteed return tracks is 2% of the accrual. Since this is a
minimum guaranteed-return fund, the management company is required to ensure
that planholders are credited by the amount of the guaranteed return. The annual
calculation is performed in relation to the annual return achieved. To the extent that
returns are obtained in excess of the guaranteed return and in excess of the relevant
management fee rates charged by the company, these excess returns are credited to
the fund through a dedicated fund that accumulates a surplus that is used in years in

which the guaranteed return is not achieved.
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2.4.1.2.5 Summary information about the Group's pension and provident funds:
2023
Pension funds Provident Child long-
T 2 7 term Central
retirement Advanced Investment .
benefits  education HIESATIEGS (7 Total

In NIS million Old Comprehensive Complementary and Funds provident for

severance ';llar:lcllnfg;); SOy

pay

Assets under 1,753 84,712 4,248 31,451 32,531 1,219 3,738 167,983
management
Contributions 4 9,662 1,042 558 3,328 183 6 - 15738
towards
benefits
Net accrual -42 15,981 1,572 -2240 239 137 -8 15,976
(decrease)
Rate of
management 0.16% 0.33% 0.57% 0.63% 0.23% -
fees on
accruals
Rate of
management 6.20% 1.60% 1.60% 0.17% - - -
fees on

contributions
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2022
Pension funds Provident Child long-
funds for
- term Central
retirement Advanced Central Investment .
- N investment funds
_— . benefits education severance provident - Other Total
In NIS million Old Comprehensive Complementary provident for
and Funds pay fund fund .
severance fund for annuity
savings
pay
Assets under
management 2,996 61,070 2,338 30,966 29,323 3,910 3,467 999 1,357 3 136,429
Contributions
towards 27 7,490 743 916 2,951 0 855 163 6 0 13,151
benefits
Net accrual
(decrease) -78 15,226 1,186 2,743 3,596 -249 828 131 -89 0 23,294
Rate of
f“;::i%eme“t 0.30% 0.17% 0.18% 0.61% 0.65% 0.60% 0.60% 0.02% 0.09%  0.61%
accruals
Rate of
management ) _ _ ) ; )
fees on 6.28% 1.70% 1.34% 0.09%

contributions
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2021
Pension funds Provident Child long-
R term Central
retirement Advanced Central Investment .
" N N investment funds
- . benefits education severance provident . Other Total
In NIS million Old Comprehensive Complementary provident for
and Funds pay fund fund .
fund for annuity
severance savings
pay

Assets under
management 3,314 48,391 1,356 32,473 29,753 1,593 2,962 943 4,571 4 125,360
Contributions
towards 30 5,308 313 1,601 2,059 - 1,013 98 412 1 10,835
benefits
Net accrual -66 7,636 454 4,144 3,821 -48 1,155 86 160 41 17,300
(decrease)
Rate of
f“;::i%eme“t 0.35% 0.19% 0.25% 0.60% 0.66% 0.66% 0.57% 0.23% - 0.19% -
accruals
Rate of
f“;::i%e“‘e“t 6.26% 1.86% 1.38% 0.04% - - 0.10% - -

contributions

The Phoenix Holdings Ltd.

1-83



Description of the Corporation’s Business

‘(rPhoenlx

2.4.1.2.6 Following are the main restrictions placed on management fees according to the
various pension and provident channels in accordance with the provisions of the law:
Advanced education
funds, provident
Non- funds that are not
annuity non-annuity Child long-
provident provident funds term
funds (that are not investment
(savings savings provident General Investment provident
provident funds), self-directed pension Comprehensive  provident fund for
funds) funds and Gmula** fund pension fund fund savings
Maximum 2% of 2% of 0.5% of accrual
management accrual + 2% of accrual + 0% of accrual + + f?'% Qf N/A N/A
fees until 0% of contributions 0% of contributions
December 31, 2012 contributions contributions
monsooment fees | L1%of 1.1% of .
Without change
for 2013 aci;:g/uaclf+ Without change atz:or/ua:)lf+ g N/A N/A
(transitional oY 70 O
. contributions contributions
period)
1.05% of 1.05% of
Maximum accrual + ) accrual + )
Without change Without change
management fees 4% of . g 4% of g N/A N/A
as from 2014 contributions *) contributions
*
1.05% of the 0.23% of
Maxi Without Without accumulated the
aximum tF hl ou Without change hl ou Without change balance; accumulated
management fees change change 4% of balance***
contributions
Maximum
management fees f th
collected from 0 o 0.3% of the 0.23% of
planholders with %Scﬁlglf 0.3% of accrual (;gcfila?lf 0.3% of accrual  accumulated the
whom the fund lost 270 balance accumulated
contact and balance***
deceased
planholders
Maximum
management fees ) ) 0.6% of o : } )
collected from annuity 0.5% of annuity
annuity recipients
Maximum
management fees
collected from 0.3% of o :
annuity recipients ) ) annuity 0.3% of annuity . )

as from February
2022

*

Notwithstanding that which is stated in the table, as of 2016, the management fees collected from a planholder’s

accrual in all his/her accounts with a provident fund that is not an insurance fund will be no lower than NIS 6 per

month.

(**)

In the case of The Phoenix Gmula provident fund, the fund's rules and regulations stipulate that the maximum

management fees that may be collected in guaranteed return tracks will be up to 2% of the accrual.
(***) Collected from the National Insurance Institute rather than from planholders.

2.4.1.3

Impact on competition between the various products

There are several products in the long-term savings market, with the pension fund product

being the leading one among long-term savings products. The pension product’s becoming a

leading product over the past few years stemmed, among other things, from regulatory
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provisions, such as: The default funds reform, the cancellation of guaranteed conversion
factors in life insurance products, and the cancellation of the capital provident funds.
Furthermore, the addition of the restriction as to signing-up and transfer to executive
insurance intensified the said trend even further (for details regarding this matter see Section
4.1.6.1.11 below).

Since advanced education funds offer dedicated tax benefits to those who make contributions
into such funds, and since the minimum savings period is relatively short (6 years), there are
no real alternatives to this savings channel.

Investment provident fund have several advantages, including: exposure to illiquid
investments, attractive management fees, the option of switching to other investment tracks
without a taxable event, and tax benefits upon reaching retirement age. The reporting year
saw a continued trend whereby the volume of public investments in investment provident
funds that constitute an alternative to other liquid savings products continued to grow.
Nevertheless, in view of the interest rate hikes during the reporting period, some of the

public’s investments were diverted to other channels such as bank deposits, etc.

It is also noted that in February 2024, the Minister of Finance instructed the setting up of a
“Team for Reducing the Gaps between Investment Instruments in Short and Medium-Term
Savings” in order to assess the existing regulation of the investment instruments in short and
medium-term savings (investment policies, investment provident funds, and mutual funds),
and to map the regulatory and tax gaps therein. In addition, in accordance with the
instructions of the Ministry of Finance, the team was asked to formulate recommendations
about the appropriate regulation outline in relation to those instruments, for reducing the
arbitrage and for promoting the competition for the benefit of savers and investors, while
recommending required legislative amendments. At this stage it is impossible for the Company
to assess what the recommendations of the said team will be or their effect on said investment
instruments and on the Company’s activity in this context. The Company will continue to

monitor the team’s activity and recommendations.

The Company believes that the trends in the long-term savings subsegment may

lead to the following:

1. Pension funds will continue to be a leading product among long-term savings products,
especially on the back of further restrictions on the transfer of and signing on for executive
insurance, as detailed in Section 2.4.1.3 above.

2. The decrease in average management fees in the market will continue.

3. To reduce income from annuity recipients as a result of the reduction of the maximum
amount in management fees collected from recipients of annuities in the pension funds
and in insurance policies for annuities.

4. The use of technological and digital means in the marketing and distribution process of

the products will increase in this segment.
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24.14 New products
During the reporting year, the following investment tracks were launched:

e Launch of new investment tracks as part of the reform in investment tracks and direct
expenses - as part of the reform in connection with the collection of direct expenses
and investment tracks in provident funds (for details regarding the reform, see Section
4.1.3.1.3 below), as from January 2023 the institutional entities are required to set
up two new investment tracks: a “combined liquid” investment track, and a “flexible
index-tracking” investment track as part of their pension savings products. According
to the provisions of the circular, the said tracks were added to the new pension
funds and to the savings provident funds managed by The Phoenix Pension and
Provident. It is noted that those tracks were also launched in an executive insurance

policy managed by The Phoenix.

e During the reporting period, a passive investment track - share indices - was launched
in “The Phoenix Advanced Education” advanced education fund, which has been

marketed since January 2024.

2.4.2 Competition

Market data
Pension - in 2023, total contributions paid into comprehensive pension funds for the entire market

amounted to approx. NIS 71.9 billion, compared to approx. NIS 62.3 billion in 2022.

Other than The Phoenix Pension and Provident, the largest companies that operate in the pension
subsegment are Menora Mivtachim, Migdal Makefet, Clal Pension and Harel Pension. In addition, the
activity of the default funds intensifies the competition in this field and the trend of erosion of

management fees.
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Following is data on the market share of the principal competitors in the pension market in 2021-
2023 out of total premiums of the new comprehensive pension funds (according to the Capital Market,
Insurance and Savings Authority’s website “Pension Net”; figures are based on contribution amounts),
by percentage:

Other funds *
15.2%

2021 2022 2023

* In relation to 2021 - Psagot’s contributions were added to those of Harel, and Halman’s contributions were
added to those of Meitav; therefore, in 2021 “other funds” include Altshuler Shaham, and Meitav Dash.
With respect to 2022 and 2023 - “other funds” include Altshuler Shaham, Infinity, More, and Meitav Dash.

The pension funds subsegment is characterized by fierce competition, which increased as a result of
the introduction of the default pension funds. As a result of greater public awareness of the importance
of saving towards retirement, and as a result of changes in alternative products (for further details,
see Section 2.4.1.1.1 above), the public is more aware of the management fees rates collected on the
deposits and accruals of pension funds planholders, as well as of the quality of investment management
in the pension funds and the returns attained therein - all of which constitute important factors in the
process of selecting a fund; there is also greater awareness of the quality of service rendered to
customers.

Provident funds - In 2023, total assets under management by the segment was approx. NIS 722
billion, compared with approx. NIS 648 billion as of December 31, 2022.

Following is a list of the management companies with the highest amounts of assets under
management in the provident funds segment, and a description of the development of their share in
total provident fund assets in 2021 to 2023 based on the Capital Market, Insurance and Savings

Authority’s figures ("Gemel Net”), by percentage:
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Data regarding the five major insurance companies

2022

Data regarding investment houses

Meitay Dash
10.0%

The Phoenix
10.2%
Altshuler
Shaham

31 0% Altshuler
o T LS ]

Altshuler
Shaham

Shaham
17.9%

2021 2022 2023

*It should be noted that in 2022, the provident funds managed by Psagot Provident and Pension Funds Ltd. and Halman
Aldubi Provident and Pension Funds Ltd. are recorded this year as controlling a zero-market share, since in the reporting
year these funds were purchased by Altshuler Shaham and The Phoenix, respectively.

Following is a summary of the net transfer of money (from/to the Company) in the Retirement
(Pension and Provident) subsegments from 2021 to 2023:

2021 2022 2023
14,689

9,438 5618
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Following is detailed information about the transfer of money from and to the Company in the

Retirement (Pension and Provident) subsegments from 2021 to 2023:

2023
In NIS thousand Provident funds Pension funds Total

Transfers to the company from other entities
Transfers from other insurance companies 582,662 2,062,916 2,645,578
Transfers from pension funds 215,861 10,325,987 10,541,848
Transfers from provident funds 3,981,229 291,752 4,272,981
Total transfers to the company 4,779,753 12,680,654 17,460,407

Transfers from the Company to other entities
Transfers to other insurance companies 216,209 51,853 268,062
Transfers to pension funds 123,535 4,690,645 4,814,180
Transfers to provident funds 6,496,472 263,235 6,759,707
Total transfers from the Company 6,836,216 3,111,431 11,841,949
Net transfers (2,056,463) 9,397,441 5,618,458

2022
In NIS thousand Provident funds Pension funds Total

Transfers to the company from other entities
Transfers from other insurance companies 68,480 1,569,150 1,637,630
Transfers from pension funds 92,011 10,709,351 10,801,362
Transfers from provident funds 8,771,147 230,371 9,001,518
Total transfers to the company 8,931,638 12,508,872 21,440,510

Transfers from the Company to other entities
Transfers to other insurance companies 164,450 63,244 227,694
Transfers to pension funds 195,252 2,894,162 3,089,414
Transfers to provident funds 3,279,969 154,025 3,433,994
Total transfers from the Company 3,639,671 3,111,431 6,751,102
Net transfers 5,291,967 9,397,441 14,689,408
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2021

In NIS thousand Provident funds Pension funds Total

Transfers to the company from other entities

Transfers from other insurance companies 94,043 318,689 412,732
Transfers from pension funds 25,927 2,667,954 2,693,881
Transfers from provident funds 1,659,752 18,749 1,678,501
Total transfers to the company 1,779,722 3,005,392 4,785,114
Transfers from the Company to other entities
Transfers to other insurance companies 146,747 49,956 196,703
Transfers to pension funds 65,863 2,016,934 2,082,797
Transfers to provident funds 2,829,742 131,646 2,961,388
Total transfers from the Company 3,042,352 2,198,536 5,240,888
Net transfers (1,262,630) 806,856 (455,774)

Effect of legislative changes on competition in the area of activity

Regulatory provisions in recent years have led to increased competition between the various entities

operating in the pension savings market. Following are the main provisions:

Lowering the management fees in alternative long-term savings products. For instance, through
default funds.

Prohibition on linking the rate of management fees and the amount of distribution fee paid to
pension agents.

Settlement of the consolidation of pension savings by transferring amounts saved by the
planholder with inactive pension funds to his/her account with active pension funds.

Provisions which increase the possibility for planholders’ transitioning to new pension funds close
when approaching retirement age.

Amendment to the regulations on transfer of funds from one provident fund to another; the
amendment makes it possible to transfer funds from one investment provident fund to another
or to an annuity pension fund.

Reduction of maximum management fees charged from annuity recipients.

The reform in allocation of designated bonds for pension funds.

The reform in connection with direct expenses, and the requirement to present expected annual
cost to customers, which enables the comparison of the costs of management fees and
management fees to external party between investment companies and tracks; for further details,
see Section 4.1.3.1.3 below.

Changes and adjustments to investment tracks in the different savings products, in view of the
publication of the circular regarding investment tracks in provident funds. For further details, see
Section 4.1.6.1.9 below.

The cap on contributions and transfer of funds to executive insurance.

Updating the mortality tables in a pension fund'’s rules and regulations.

The Company believes that these changes may enhance existing trends in the provident and pension

asset management segment, as described above, in connection with boosting competition. The
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weighted effect of these trends may have an adverse effect on profitability in the provident and

pension asset management segment.

How the Group deals with competition

The Group is taking action to address the growing competition in the industry, mainly through the

following measures:

m  Continued development and improvement of the investment function and quality of investment
management.

m  Increase in total assets under management.

= Organizational and operational streamlining in the Company’s structure, and in the different units
in the subsegment with an emphasis on the provision of digital services. For details in connection
with the closure of the retail unit, see Section 1.3.10 above.

m  Setting up new investment tracks that provide a range of investment alternatives to customers.

m  Service and marketing using diverse distribution channels.

m  Allocating management and financial resources to advertising, marketing and distribution
channels, as well as brand-name enhancement.

m  Activation of customer retention function dealing with customers who wish to transfer their funds

to other funds/withdraw their funds.

2.4.3 Customers

A. Pension funds

Following is a breakdown of The Phoenix Pension and Provident Funds’ customers!? (by percentage):

2023 2022
Salaried employee planholders 97 96
Planholders - private individuals and self-employed 3 4
Total 100 100

The number of planholders of The Phoenix Comprehensive Pension Fund was higher in 2023 by
approx. 9.1%, and its assets under management increased by approx. 39% compared with 2022,
following the increase in the number of planholders and total assets by approx. 13.3% in 2022 and
approx. 26% in 2021, respectively.

B. Provident funds

As of December 31, 2023, approx. 1,219 thousand planholder accounts were managed by The Phoenix
Pension and Provident’s provident funds, compared with approx. 1,200 thousand accounts in the
previous year. Following is the breakdown of planholder categories in provident funds, by percentage:

Advanced Fund for retirement benefits  Investment Child long-term ey
education fund and severance pay provident fund investment FLGaLa
2023 2022 2023 2022 2023 2022 2023 2022 2023 2022
et ssminlaoe a7 86 50 50 ] ] o ] 58 55
PEYED: 15 14 50 50 100 100 100 100 42 45
Total 100 100 100 100 100 100 100 100 100 100

12 In The Phoenix Comprehensive Pension and The Phoenix Supplementary Pension.
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The information presented above in this chapter includes forward-looking information, as defined in the
Securities Law, 1968. This information contains, inter alia, forecasts, targets, assessments and estimates
relating to future events or matters, including reference to various risk factors and developments as
described in the report, the materialization of which is uncertain and may be impacted by various factors
which are beyond the Company’s control. Forward-looking information is not a proven fact and is based,
in part, on the Company's estimates, which are based on various, diverse data and entities that have not
been verified or confirmed by the Company. It is hereby clarified that actual results may differ from those
which is described herein. Forward-looking information refers exclusively to the date on which the report
was written, and the Company is under no obligation to revise and/or change any information pertaining
to forward-looking information as presented here, insofar as it becomes aware of any additional

information in connection with such information.

2.5 Asset management - Investment House and Wealth

2.5.1 General information about the segment

2.5.1.1 Segment structure and changes therein

The Phoenix group operates in the asset management - Investment House and Wealth
segment, inter alia, through The Phoenix Investment House (hereinafter - “The Phoenix

Investment House” and/or the “Investment House").

As of the report publication date, The Phoenix Investments holds 88.4% of the shares of
The Phoenix Investment House. For further details in connection with the restructuring of
the holding in The Phoenix Investment House, see Section 2.5.1.2 below. The Phoenix
Investment House operates through companies under its control in a variety of activities
in the capital market sector: investment marketing and management for customers;
management and operation of mutual funds; trading services on the TASE and related
services; trust services (in the framework of options and management of employee
compensation plans as well as mergers and acquisitions); family office services; marketing
of alternative products as well as sale of related products.

Significant external changes that affect this area of activity are the scope and nature of
activity in the capital market as well as regulatory changes. For further details, see Section
2.5.1.5 below.

The Group also operates in the field of asset management - Investment House and Wealth
in the development and distribution of alternative investment products. The activity is
carried out under The Phoenix Advanced Investments Ltd. (hereinafter - “"The Phoenix
Advanced Investments”), which outlines the activity in this field and its development

through subsidiaries and/or related companies, as described below.
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2.5.1.2 Restructuring in The Phoenix Investment House

In May 2022, an agreement was signed for a statutory merger between KSM ETN Holdings
Ltd. (hereinafter - "KSM Holdings"), a subsidiary of The Phoenix Investment House
(84%), whose remaining shares (16%) were held by three minority shareholders, of which
approx. 9.55% were held by Avner Hadad and Boaz Nagar, each according to his share
(hereinafter - the "Managers"). The merger was completed in January 2023.

Following the merger and further actions, the Company is holding (indirectly) approx.
88.4% of the shares of The Phoenix Investment House and the minority interests in KSM
Holdings hold approx. 11.56% of the shares of The Phoenix Investment House, with their
share being 7.5%.

Furthermore, options arrangements were established to execute transactions, from 2026 to
2029, between The Phoenix Investments and the Managers in connection with their holdings
in the Investment House’s shares at the market price to be determined, in accordance with
an agreed-upon mechanism, based on valuations. The said arrangements enable the
Company to pay the Managers the consideration - in case of exercising the option by the
managers - in cash or by allotting them shares of the Company by way of a private
placement, provided the options are exercised and at the Company's discretion. The options
arrangements shall expire on the date of an initial public offering of The Phoenix Investment
House.

For further details, see the Company’s immediate report dated January 26, 2023 (Ref. No.:
2023-03-010285).

2.5.1.3 Acquisition of Epsilon Investment House Ltd.

In November 2022, The Phoenix Investment House entered into an agreement where under
it will acquire from with Mr. Shmuel Frenkel and Mr. Lior Aviani (hereinafter - the “Sellers”),
the entire issued share capital of Epsilon Investment House Ltd. (hereinafter - “Epsilon”)
(after the Sellers or any one of them will acquire the holdings of Discount Investments Ltd.
in Epsilon), which holds, among other things, Epsilon Mutual Funds Management (1991) Ltd.
(hereinafter - “Epsilon Funds”) and Epsilon Investment Portfolios Management Ltd.
(hereinafter - “Epsilon Portfolios"”) for the consideration set in the agreement (hereinafter
- the "Transaction”). The transaction was completed on February 13, 2023. As of December
31, 2022, assets under management in Epsilon Funds and Epsilon Portfolios amount to

approx. NIS 5 billion.

In March 2023, the mutual funds under the management of Epsilon were transferred to be
managed by KSM Mutual Funds, and during March to May 2023 KSM Mutual Funds took steps

to merge the mutual funds that were transferred from Epsilon with its existing funds.
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2.5.1.4 Acquisition of the portfolio management activity, the mutual funds and hedge

funds from Psagot

The first Psagot transaction

In January 2023, the Investment House entered into two separate (and non-contingent)
agreements with companies of the Psagot Investment House group, as follows: (a)
Acquisition of the entire portfolio management activity of the Psagot Investment House with
assets under management of approx. NIS 8.1 billion and in consideration for approx.
NIS 50 million (hereinafter - the “Portfolios Acquisition Agreement”); (b) acquisition of
mutual funds under the management of Psagot Mutual Funds Ltd. (hereinafter - “"Psagot
Funds”) with assets under management of approx. NIS 17.1 billion, and in consideration for

NIS 260 million (hereinafter - the "Funds Acquisition Agreement”).

Portfolios Acquisition Agreement: The Portfolios Acquisition Agreement stipulates that the
direct employees of the portfolio management activity will be transferred; the agreement
also includes a non-compete clause as is generally accepted in transactions of this type. The
Portfolios Acquisition Agreement was granted approvals as required by law, including the
approval of the Israel Competition Authority, and the court’s approval for an arrangement
under Section 350 to the Companies Law, for the purpose of receiving guidance for the
merger of Psagot’s portfolio management activity with and into the Company’s activity. The

transaction was completed in the first quarter of 2024.

The Funds Acquisition Agreement: In accordance with the Funds Acquisition Agreement, it
was agreed that 105 mutual funds (hereinafter - the “Transferred Funds”) will be
transferred from Psagot Funds to be managed by KSM Mutual Funds. Under the Funds
Acquisition Agreement, subsequent to the sale each of the parties will be allowed to continue
its activities in the funds market without any restrictions, and Psagot will not be precluded

from managing funds that compete with the Sold Funds.

Immediately prior to the signing date of the Funds Acquisition Agreement, the parties started
transferring Psagot’s funds. On May 17, 2023, KSM Mutual Funds reported that the Israel
Competition Authority informed the parties that it is reviewing the funds transaction. Having
discussed the matter with the Israel Competition Authority, KSM Mutual Funds and Psagot
Funds agreed, that until the position of the Israel Competition Authority is delivered in
connection with the funds transaction, no ETFs will be transferred to KSM Mutual Funds
beyond those that had already been transferred, and that 12 active mutual funds will be

transferred.

On July 13, 2023, the parties received the Israel Competition Authority’s position regarding
the parties’ offer to enter into an alternative transaction that includes changes to the sold

assets and the consideration compared to the Original Transaction (hereinafter - the
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“Alternative Transaction”), whereby the Israel Competition Authority will not demand the
filing of merger notices in respect of the Alternative Transaction, and therefore the
Commissioner or the Israel Competition Authority will not take compliance measures in
respect of its execution. Furthermore, KSM Mutual Funds signed an agreed order pursuant
to Section 50B to the Economic Competition Law, 1988 (hereinafter - the “"Competition
Law"), which will become effective once the Competition Court approves it, which subjects
KSM Mutual Funds to a payment of approx. NIS 1.3 million to the Israel Competition
Authority, and provided that the said amount is paid, the Commissioner will not instigate any
compliance measures against the fund manager or anyone acting on its behalf in respect of
the execution of the original transaction without submitting merger notices to the
Commissioner, and without obtaining the Commissioner’s consent to the merger; such
signature does not constitute an admission by the fund manager of breaching the

Competition Law in any way.

In view of the above, the parties took steps to complete the alternative transaction, and at
the same time to transfer the remaining sale proceeds to Psagot Funds, against the transfer

of the remaining sold mutual funds from Psagot Funds to the Company.

The transfer of the funds and their merger as part of the transactions referred to above were
completed in October 2023. As part of the above, 89 mutual funds were transferred from
Psagot Funds with total assets under management of approx. NIS 11 billion. On
January 8, 2024, the Jerusalem Competition Court handed down a judgment that confers
upon the agreements of the parties with the Israel Competition Authority the status of an

order as described above.

Second transaction with Psagot for the acquisition of active mutual funds and a

hedge fund

On December 19, 2023, The Phoenix Investment House and KSM Mutual Funds engaged
with companies of the Psagot Investment House group in two binding agreements for the
sale of assets as detailed below for a total consideration of NIS 150 million (hereinafter in
this section - the "Agreements” and/or the “Transaction”). Following are the key details
of the Agreements:

ﬁg(jjreements for the sale of the active funds and the shares of Psagot Compass Investments

td.

A. The agreement between The Phoenix Investment House and KSM Mutual Funds on the
one hand and Psagot Finance and Investment Group Ltd., Psagot Investment House Ltd.,
and Psagot Funds on the other hand (hereinafter - “Psagot Group” and “Psagot
Investment House”, respectively), whereunder Psagot Funds will sell KSM all the active
funds, that are currently under the management of Psagot Funds with assets under

management of approx. NIS 22.2 billion (hereinafter - the “Active Funds”); the agreement
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includes an undertaking on behalf of Psagot Group and Psagot Investment House not to
compete with the activities of the Active Funds (hereinafter jointly - the “Funds Sale
Agreement”). The Funds Sale Agreement includes a mechanism that is designed to ensure
that no activity will be transferred from Psagot Funds to KSM Mutual Funds, in the event that
- as a result of such a transfer - the 20% threshold pertaining to the funds market as set in

the law shall be exceeded.

B. An agreement between The Phoenix Investment House, Psagot Group and Psagot
Investment House, whereunder Psagot Investment House shall sell 100% of the shares of
Compass Investments Ltd., which operates in the field of hedge fund management
(hereinafter - “"Psagot Compass”), which includes an undertaking of the Company and
Psagot Investment House not to compete in the field of hedge fund management
(hereinafter - the "Compass Agreement”).

The consideration amount also includes components in respect of non-compete undertaking
as stated above. The consideration is subject to an adjustment mechanism, which is based
on the rate of decrease - if any and if it exceeds a minimum set rate - in the income the
active funds will have on completion date, compared to the income attributed thereto
immediately prior to the signing date.

As of the report publication date, the conditions precedent for the completion of the said
transaction were fulfilled, and the transaction was effectively completed in March 2024.

2.5.1.5 Restrictions, legislation, standards and specific constraints

The Phoenix Investment House's operations in various areas of the capital market are subject
to substantial regulation. The following is a list of key provisions that apply to the Investment

House's operations:
2.5.1.5.1 Regulation of mutual funds

Mutual funds management is regulated under the provisions of the Joint Investments
in Trust Law and regulations promulgated thereunder, and the ETFs activity is also
regulated under the Tel Aviv Stock Exchange regulations and guidelines, including
with regard to listing ETFs. This subsegment is regulated by the Israel Securities
Authority. The law and regulations include, among other things: provisions about the
approvals required to set up a mutual fund; holdings through means of control of
the fund manager; terms and conditions for the qualifications of employees and/or
people who take part making decisions concerning the management of a fund's
investment portfolio; requirements pertaining to the composition of the board of
directors of the fund manager; qualification of its members; appointment of board
of directors' committees; obligation to publish a prospectus; obligation to publish the
fund's annual report; duties of the fund's manager and trustee; allowed transactions,
types of assets and maximum rates of such assets that the fund's manager is allowed
to hold; material transactions or transactions that involve a conflict of interest and

approval thereof; actions which the fund's manager, trustee and related parties
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thereof may not carry out; definition of actions that constitute breaches that carry
monetary sanctions (administrative compliance); civil or criminal offenses and
related sanctions; minimum equity; obligation to have insurance coverage; and other
various restrictions in respect of changes in the fund's investment policy.

The law also regulates the fund manager’s disclosure and reporting requirements,
including monthly reports to the Israel Securities Authority about each fund's assets,
liabilities, payments made out of its assets, and additional details, as well as reports
issued on an ongoing basis.

In addition, as part of Amendment 28 to the Joint Investments in Trust Law 1994,
as from October 2018, all ETNs managed by the Investment House were converted
into ETFs and transferred to the management of KSM Mutual Funds. Furthermore, in
June 2021, KSM Mutual Funds adopted an outline agreed between the Association of
Mutual Funds Managers and the Israel Securities Authority to reduce the number of
similar funds under active management. Under the outline, KSM Mutual Funds
merged a number of active funds under its management and took steps to adjust
the classifications of the funds under its management, such that they are in line with

the said outline.

In December 2022, the Israel Securities Authority published a directive regarding
the integration of ESG considerations in decision-making processes or risk
management processes. According to the directive, a fund manager will assess
the need to include ESG considerations in the process of selecting the investment
and making investment-related decisions. The fund manager’s decision will be
reported, and it will also consider how to reflect the implementation of the policy

that will be set for its customers.

On June 11, 2023, the fund manager published its policy regarding the incorporation
of EGS considerations into its services, and the considerations it took into account
when determining this policy, which came into force on July 12, 2023.

On January 1, 2024, the Ministry of Finance and the Israel Securities Authority
published a law memorandum for the Law for the Encouragement of Activity in the
Capital Market (Legislative Amendments), 2023, which includes steps to accelerate
economic activity and develop the capital market after the Iron Swords War. As
part of the law memorandum, the public’s investment channels will be expanded

by creating an infrastructure for setting up private mutual funds.

2.5.1.5.2 Regulation in the investment marketing and portfolio management

The Phoenix Holdings Ltd.

subsegment

Investment portfolio management and investment marketing are regulated by the
provisions of the Advice Law, its regulations, directives, as well as circulars of the
Israel Securities Authority. According to the Advice Law, a corporation engaged in

the management of investment portfolios and investment marketing, as well as
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those it employs as investment portfolio managers and/or in providing investment
marketing services to customers, must hold a portfolio management license from
the Israel Securities Authority. The Advice Law and the regulations promulgated
thereunder also apply to the relationships between the license holder and its
customers and imposes various duties as to the nature of the engagement, the
dealings between the license holders and customers, the provision of services to
customers, as well as meeting minimum capital and insurance coverage
requirements.

In addition, the portfolio management activities taking place with the TASE
Member and Epsilon Portfolios are subject to the Prohibition on Money Laundering
Law and the Prohibition on Money Laundering Ordinance (Identification, Reporting
and Record-Keeping Obligations of Portfolio Managers to Prevent Money
Laundering and Financing of Terrorism), 2010, which imposes various obligations
in connection with identifying customers and reporting their actions.

On December 19, 2022, the Israel Securities Authority published a directive to
fund managers and large licensees regarding the integration of ESG considerations
in investment decision or risk management processes. In accordance with the
directive, in July 2023, the TASE Member’s portfolio management activity adopted
policies regarding the incorporation of ESG considerations into the portfolio
management services provided to customers.

In August 2023, the Israel Securities Authority published a revision to a directive
to license holders in connection with the provision of services using technological
means. As part of the revision of the directive, the chapter dealing with the
provision of trade signaling services was amended (among other things, the
service was amended to “independent trading consulting service”), and so was the
chapter dealing with social trading. The amendments in the two chapters were
aimed to remove the main restrictions on services prior to the implementation of

the amendments.

2.5.1.5.3 Regulation of TASE services:

The Phoenix Holdings Ltd.

Following are the main statutes that govern the operations of the TASE Member:

A. TASE Rules and Regulations: The TASE Member is subject to the provisions

of the TASE Rules and Regulations and the guidelines set thereunder, which
relate, among other things, to: terms of qualifications for TASE membership;
TASE members' obligations vis-a-vis the TASE, its members, and their
customers; permitted areas of activity; requirements for appointing various
control functions; provisions regarding monitoring and control over
compliance with the TASE Rules and Regulations; various provisions for IT

management, etc.
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B.

2.5.1.5.4

TASE clearing house bylaws: In addition to its membership in the TASE, the
TASE Member is part of the TASE clearing house and thus subject to the

clearing house's bylaws. Furthermore, since some of its customers trade
options and derivatives on the MAOF clearing house, and since the TASE
Member is not a member of the MAOF clearing house, the Member operates
in this clearing house through a supporting member, and as such is subject
to the MAOF clearing house bylaws applicable to TASE members who are not
members of the clearing house.

The Advice law and the regulations promulgated thereunder: Since the TASE

Member holds an investment marketing license, it is subject to the provisions
of the Advice Law, regulations promulgated thereunder, guidelines and
circulars of the Israel Securities Authority.

The Prohibition on Money Laundering Law and ordinances promulgated

thereunder: The TASE Member is subject to the provisions of the Prohibition
on Money Laundering Law and the Prohibition on Money Laundering
Ordinance (Identification, Reporting and Record-Keeping Obligations of
Portfolio Managers to Prevent Money Laundering and Financing of Terrorism),
2010. These provisions stipulate, among other things, the duties of identifying
the account holder and duties concerning control and reporting in relation to
customers of the TASE Member.

In May 2023, the TASE published an amendment to the TASE Rules and
Regulations to regulate the areas of activity that TASE Members, which are
not banks, are allowed to engage in with respect to virtual currencies. The
amendment has not yet been approved by the Israel Securities Authority. In
accordance with the amendment to the TASE Rules and Regulations, TASE
Members, which are not banks, will be allowed to give their customers the
option to trade virtual currencies under conditions and restrictions set by the
TASE.

2.5.1.6 Changes in the scope of operations and profitability of the subsegment

2.5.1.6.1 On December 31, 2023, assets under management by the Investment House

totaled approx. NIS 86 billion, compared to approx. NIS 60.4 billion as of December

31, 2022. The increase in assets under management stemmed mainly from the

acquisition of the Epsilon investment house (portfolios and funds), and from the

acquisition of portfolio activity and funds from Psagot as part of the first Psagot

transaction. It is noted that subsequent to the report date, a further acquisition of

assets under management was carried out as part of the second Psagot

transaction, as described in Sections 2.5.1.3 and 2.5.1.4 above.

The Phoenix Holdings Ltd.
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2.5.1.6.2 Market trends in the reporting year and their effect on the Investment

House’s areas of activity:

A. Mutual funds

The scope of activity in this industry is derived from the situation in the capital
market, the range of instruments issued, the number of issues and total amount
of investments therein, and from changes in the public's preferences as to
investments specializing in foreign markets and in Israel, commodities and

financial derivatives.

The reporting year was characterized with variances between the subsegments
of the funds industry: while the passive funds raised approx. NIS 22 billion, the
traditional active funds redeemed NIS 25 billion, and on the other hand the

money market funds raised NIS 53 billion.

As of the end of the reporting year, The Phoenix Investment House manages,
through the Fund Manager, 421 funds in most of the existing investment
channels: 125 managed funds (of which 28 funds managed by external entities
- hosting), 182 ETFs, and 114 open-ended tracker funds).

Following are data about total assets under management by the mutual funds

sector in Israel and in KSM Mutual Funds (in NIS billion):

December 31, 2023 December 31, 2022 December 31, 2021

Total KSM Total KSM Total KSM
industry Mutual industry Mutual industry Mutual
Funds Funds Funds
Traditional 149 11 164 10.1 207 13.9
funds
Open-ended 74.5 17.2 59 12.3 69 13.4
tracker funds
ETFs 125 37.7 95 26 105 28
Money market 107 1.9 50 0.6 17 0.7
funds
Total 455.5 67.8 368 49 398 56

The Phoenix Holdings Ltd.
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B. Investment marketing and investment management for customers

Total assets under management in investment portfolios (including financial
assets issued by the Investment House and acquired into the managed
portfolios) as of December 31 of each of the last three years was as follows (in
NIS billion):

2023 2022 2021

Asset under management 21.7 13.1 12.5

The increase in the asset as of December 31, 2023 stems mainly from the
acquisition of Epsilon Portfolios, that was completed on February 13, 2023
(approx. NIS 2.3 billion), and the acquisition of the portfolio management
activity from Psagot (approx. NIS 5.8 billion), which was completed in June
2023; the actual transfer of the portfolios was carried out in the first quarter of
2024 after receipt of the court approval as set out in Section 2.5.1.4 above.

C. Stock exchange and trading services
During the reporting year, trading volumes on the TASE increased by approx.
16% compared with 2022. This increase stemmed mainly from higher trading
volumes in MAKAM and bonds.
In the reporting year, the TASE Member's trading volumes increased by 37%
compared with 2022; this increase stemmed mainly from the increase in trading
volumes of MAKAM (Israeli T-Bills) and bonds.
The profitability generated by the TASE Member is exposed to changes in the
Bank of Israel interest rate and in the Federal Reserve’s interest rate. Following
global macroeconomic developments that have been taking place since the
second quarter of 2022, inflation rates in Israel and across the world have
increased. As part of the steps taken to tackle inflation, central banks across
the world, including the Bank of Israel, started increasing interest rates. Interest
rates hikes affect the increase in the Investment House's finance income.

2.5.1.7 Critical success factors

The critical success factors in this operating segment are: securing high returns on
investments for customers compared with competitors in the same investment channels
or alternative investment channels; a professional and high-skilled workforce; a savvy
marketing function; a high-level digital infrastructure; a high level of service to
customers; rapid response to market events and developments; familiarity and
relationships with financial institutions abroad; expanding the product mix while
adapting it to market needs; innovation; adapting the nature of operations to regulatory
changes; ongoing, close work relationships with institutional investors and customers;

reliable, advanced IT systems and software.
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2.5.1.8 Main entry and exit barriers

2.5.1.8.1 The principal entry barriers for this operating segment are: the relevant
legislation, including restrictions and conditions for obtaining the permits and
licenses required to engage in the activity; the need to meet equity requirements
or provide other collateral based on the provisions of the relevant laws, such as
insurance coverage; finding professional and skilled employees; relationships with
financial institutions and investment funds overseas; obtaining approvals from the
authorities to issue products to the public (TASE and the Israel Securities
Authority).

2.5.1.8.2 The main exit barriers from this area of activity are the sale of activities that
in some cases require obtaining licenses, control permits and other approvals.
Furthermore, in some of the activities, the relevant company has long-term
agreements for the provision of services in that operating segment (including
commitments under various tenders) and exiting the area of activity requires
termination of such agreements. The main exit barrier from the field of alternative
investments is the funds that raised and operate significant investment amounts;
such funds should be operated; they are required to report to investors and/or
their management should continue over years.

2.5.1.9 Alternatives for products in the segment and changes therein

Alternatives to investment management (portfolio and mutual funds) are savings
channels which do not require ongoing investment management (for example, bank
deposits), self-management of investments in securities, direct management through
bank advisory services or any other type of investment advisory services, and purchase
of ETFs. Furthermore, long-term savings products offered by insurance companies and
provident funds' management companies (for example, investment provident funds,
savings policies, etc.) also serve as an alternative. Alternatives for ETFs and tracker
funds are managed mutual funds that strive to outperform the indices, and foreign
index funds traded on foreign exchanges, whose activity is similar to that of ETFs traded
on the TASE. For details regarding the “Team for Reducing the Gaps between
Investment Instruments in Short and Medium-Term Savings”, see Section 2.4.1.3
above.

2.5.1.10 Competitive structure in the segment and changes therein

The subsegments in which The Phoenix Investment House operates in the capital
market are characterized by numerous competitors and fierce competition from
investment houses, banks and other entities operating in the capital market. For details
about competition in this area of activity, see Section 2.5.6 below.

The Investment House offers its customers a digital platform for onboarding new
customers and management of portfolio management customers, with customers given

the option to manage their investments by opening accounts with the TASE Member or
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through their accounts with banking corporations. Competition in the field of alternative
investments intensified in recent years, with the introduction of investment houses and
institutional entities into the field in addition to private entities that have already been

active players.

2.5.2 Products and services

The following are the key subsegments comprising the Company's asset management activity
- Investment House and Wealth:

2.5.2.1 Investment marketing for customers

This subsegment includes the following activities of the Investment House through the TASE
Member and Epsilon Portfolios: Provision of investment marketing services in Israel and
abroad and other activities, including the marketing of financial assets.

2.5.2.2 Management of investment portfolios

The Phoenix Investment House, through the TASE Member and Epsilon Portfolios, provides
investment marketing services and manages investment portfolios for private customers,
corporations and institutional entities from various economic sectors through a range of
investment channels. The TASE Member and Epsilon Portfolios hold an investment portfolio
management and investment marketing license under the Advice Law. The management of
the investment portfolios is carried out by a professional team comprised of qualified
investment managers, licensed to manage investment portfolios through most of Israeli banks
and TASE Members, which are not banks, and a number of foreign entities.

Transactions in customer accounts managed with banks and/or with TASE members are
carried out by a TASE Member and Epsilon Portfolios, under powers of appointment
authorizing the execution of transactions in the customers' accounts. The investment policy
is determined in coordination with the customers according to their definitions and needs and
is set forth in a written agreement. In addition, the TASE Member and Epsilon Portfolios have
agreements with the banks with whom customers’ accounts are managed; according to these
agreements, the TASE Member and Epsilon Portfolios undertake, among other things, to act
solely on behalf of their customers based on the power of appointment granted by them.
Income from portfolio management operations with the TASE Member and Epsilon Portfolios
stems from management fees collected from customers that receive investment marketing
and management services.

2.5.2.3 Management of mutual funds

Mutual fund management operations are regulated by the Joint Investments in Trust Law and
the regulations promulgated thereunder, and in the case of ETFs - the operations are also
regulated by the TASE Rules and Regulations. Mutual funds are established under an
agreement between the fund manager and a trustee, which specifies the fund's investment
policy, the maximum fees which the fund manager and trustee may charge, etc. The sale of
mutual fund units is made in accordance with a prospectus in which fund units are offered to

the public. Publication of such a prospectus requires a permit from the Israel Securities
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Authority, and the subscription period for the units offered under the prospectus is limited to
one year from the date of issuing the prospectus; this period is renewed for one further year
by the fund manager’s publication of a prospectus once a year. Furthermore, ETFs are traded
on the TASE and can be purchased and sold during trading on the TAXE. Most income stems
from management fees charged by each fund. In tracker funds (including ETFs), the fund
manager is also entitled to set variable management fees that may be positive or negative
depending on the performance of the fund versus the asset which the fund tracks in
accordance with the provisions of the Joint Investments in Trust Law and the regulations
promulgated thereunder.

For details about the number of funds managed by KSM and total assets under management,
see Section 2.5.1.6.1 above.

2.5.2.4 The fund manager’'s engagement with external consultants and investment

managers in investment management agreements for the mutual funds

In 2017, an agreement was signed between KSM Mutual Funds and Alliance Bernstein
(Luxembourg) S.a.r.l., a New York-based foreign mutual funds management company
(hereinafter - "AB"), whereunder KSM Mutual Funds will serve as the representative and
marketer of AB's funds in Israel in the private customers segment, and will also offer units of
Class A foreign funds managed by AB to the Israeli public. AB shall also serve as an investment
advisor to funds under the foreign shares category of KSM Mutual Funds.
In October 2020, KSM Mutual Funds and The Phoenix Investments entered into an advisory
services agreement, whereunder The Phoenix Investments shall provide external advisory
services to funds managed by KSM Mutual Funds. As of December 31, 2023, The Phoenix
Investments serves as an advisor of 3 funds.
In addition, as of the report date, KSM Mutual Funds receives consulting services from other
consultants in the field of external fund management consulting.
As of December 31, 2023, KSM Mutual Funds has 10 funds in respect of which such consulting
services are provided. In the reporting year, KSM Mutual Funds provided “hosting” services
in mutual funds to external fund managers. In January 2024, KSM Mutual Funds decided to
terminate the engagement with the external investment managers to which KSM Mutual Funds
provides such services. The engagement is expected to be terminated by the end of the first
half of 2024.

2.5.2.5 Index tracking services provided by KSM

KSM provides index tracking services to managers of others’ funds including for the index-
tracking pension savings plans launched by The Phoenix Insurance and by The Phoenix
Pension and Provident. As of the report date, eight investment baskets are being managed,
with total assets under management of approx. NIS 32.5 billion.

2.5.2.6 REIT fund management
REIT1 Ltd. (hereinafter - "REIT") is an investment fund investing in real estate; REIT is traded
on the TASE. In April 2006, REIT entered into an agreement with REIT 1 Management

Services Ltd. (hereinafter - "REIT Management"), approx. 47.5% of the issued share capital
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of which is held by the Investment House; under the agreement, REIT Management will
provide REIT with advisory services in respect of the REIT's management. This agreement
was extended a number of times over the years. The term of the present agreement ends in
September 2025. The other shareholders in REIT Management have the option to acquire the
Investment House's stake in REIT Management’s shares. The option is exercisable in
September 2025.

2.5.2.7 Underwriting and investment banking

Until December 2022, The Phoenix Investment House, through Excellence Nessuah
Underwriting (1993) Ltd. (hereinafter - “Excellence Nessuah Underwriting”), provides
underwriting, management, consultancy and distribution services for public and private
offerings in Israel. In December 2022, Excellence Nessuah Underwriting changed its status
to an inactive underwriter; this was done further to the completion of a transaction as part
of which a new underwriting company - The Phoenix Underwriting Ltd. - was established; the

Company holds only 19.9% in the new company (through The Phoenix Investments).

2.5.2.8 Stock exchange and trading services

The Phoenix Investment House provides its customers, through the TASE Member, brokerage
services in all trading channels including foreign and Israeli shares, bonds in Israel, bonds
abroad (through Excellence Nessuah Financial Products Ltd.), derivatives, foreign securities,
coordination of issues, coordination of tender offers, and distribution of securities for
interested parties in companies.

Securities trading activities are carried out through accounts with the TASE Member in the
name of its customers. It is noted that trading of foreign bonds is not carried out through the
TASE but rather on the OTC market. Furthermore, the TASE Member renders analysis services
in markets in Israel and abroad.

The TASE Member also provides market-making services involving securities traded on the
TASE, in cooperation with Bina Investments Ltd. As of the report date, the TASE Member is
the market maker of 101 securities.

In addition, the TASE Member extends its customers credit for securities activities.

During the past year, there was an increase in the number of private customers of the TASE
Member, and the TASE Member invested significant marketing and sales resources, by
expanding the marketing channels and increasing its manpower in order to support its
increased activity in this area.

During the past year, the amount of credit extended to customers decreased from approx.
NIS 713 million in 2022 to approx. NIS 705 million in the reporting period.

The TASE Member provides its customers with deposit services (both deposits denominated
in shekels and in foreign currency). All customers’ funds are deposited by the TASE Member
in trust with banking corporations according to the policy set by the TASE Member at its sole
discretion, for variable periods, which are not necessarily identical to the depositing periods
for which customers deposited their funds with the TASE Member. The TASE Member's

profitability in this area stems from the difference between the interest rate the TASE Member
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2.5.2.9

2.5.2.10

2.5.2.11

receives from banking corporations for various periods, and the interest rate it credits its
customers with.

As part of executing the activities described above, the TASE Member provides acquiring and
operating services in respect of securities and funds, in accordance with and subject to the
provisions of the TASE Rules and Regulations applicable to non-bank TASE members.

As of the report date, trading in stocks and bonds through non-bank TASE members
represents a small portion of the trading turnover of this activity in the TASE.

ESOP Trust Services

ESOP is engaged in the provision of trust services to its customers, mainly in the following
fields:

Trustee services to employee compensation plans governed by the provisions of Section 102

to the Income Tax Ordinance [New Version], 1961 (hereinafter - the “Income Tax
Ordinance”). Trustee services (including tax withholding agent services) as part of M&A
transactions. Trustee for lock-up in accordance with the provisions of the TASE Rules and
Regulations (in an IPO). Source code escrow - as part of which the source code of various
software is deposited with ESOP.

In consideration for the trust services, ESOP is entitled to trustee’s fees and other various
payments as set out in the trust agreement to which ESOP is a party. It should be noted that
for the purpose of providing the trust services, ESOP uses accounts with the TASE Member,

and most of its customers’ accounts are managed with the TASE Member.

The Phoenix W Ltd.
In March 2023, the Investment House founded The Phoenix W Ltd. (hereinafter - “W"), a

company that provides its customers with a range of family office services. W provides capital

management, investment and financial planning services to a range of customer types. As of
the report date, W is in the process of obtaining an investments marketing license from the
Israel Securities Authority.

Alternative Investments in The Phoenix group

As part of implementing the Group’s strategy of enhancing the area of alternative assets
offered to investors, in recent years the Group started taking steps to develop and distribute
alternative investment products. As of the report date, total assets under management in
respect of alternative investment products was approx. NIS 6.1 billion. As of the report date,
the activity is carried out under The Phoenix Advanced Investments Ltd. (hereinafter - “The
Phoenix Advanced Investments”), which outlines the activity in this field and its
development through subsidiaries and/or related companies, as described below. For further

details, see Section 1.3.9 above.
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Following are the key activities in the area of alternative investments:

2.5.2,11.1 The Phoenix Capital Ltd.
The Company holds - directly and indirectly - 71.3% of The Phoenix Capital Ltd.

(hereinafter - the “"Phoenix Capital”). The Phoenix Capital serves as the general
partner in the following funds:

The “Anchor” fund: the Anchor fund was launched in February 2018 (The Phoenix
Anchor Fund L.P.). The Anchor fund invests in CLO bonds abroad. The fund focuses
on qualified investors. As part of the agreement for the establishment of the fund,
The Phoenix Investments has undertaken to provide a number of services for the
fund’s management. In addition, The Phoenix Insurance and/or subsidiaries under its
control provide a guarantee to the credit facility extended to the fund by a banking
corporation totaling USD 40 million as of the reporting year.

Pollen Fund: In June 2021, The Phoenix Capital established The Phoenix Credit
Strategies Fund, L.P., a feeder fund for investment by qualified investors in a fund
under the management of Pollen Street Capital. The fund provides credit to non-bank
lenders in Europe. In the reporting year, the period of capital raising for the fund
ended according per the fund’s terms and conditions.

“The Phoenix Invest Varied Debt Strategies Israeli Partnership” fund: In
February 2019, The Phoenix Capital established the said fund, which constitutes a
cluster of funds that invest in non-bank credit platforms in Israel and abroad, as well
as in debt funds. As part of the agreement for the establishment of the fund, The
Phoenix Insurance has undertaken to provide a number of services for the fund'’s
management.

KKR Fund: Subsequent to the report date, The Phoenix Capital founded the Phoenix
— KKR Income Trust Fund, L.P., which serves as a feeder fund for qualified investors’
investment in KKR-INCOME TRUST SCA SICAV-RAIF. The fund invests in collateral-
backed private debt, focusing on large companies.

Co-Invest Funds: As part of the Company’s policy. The Phoenix Advanced
Investments is establishing co-invest funds, which invest - alongside The Phoenix
group - in a range of investment areas in accordance with the provisions of the
Consolidated Circular - Chapter 4 of Title 5 "Management of Investment Assets"
(Collaboration with a Related Fund).

The “"Phoenix Real Estate Debt” fund: The Phoenix Capital owns 50% in the
general partner, Phoenix RealTech Ltd. (formerly The Phoenix Financial Technologies
Funds Ltd. (hereinafter - “"Phoenix RealTech”). Phoenix RealTech serves as the
general partner of the Phoenix Real Estate Debt fund, which invests in bridge loans
backed by housing real estate properties in the USA. The fund focuses on qualified
investors. As part of the agreement for the establishment of the fund, The Phoenix

Investments has undertaken to provide a number of services for the fund’s
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management. In addition, The Phoenix Insurance and/or subsidiaries under its control
provide a guarantee to the credit facility extended to the fund by a banking corporation

totaling approx. USD 60 million.

2.5.2.11.2 Value Advanced Investments Ltd.

During the reporting year, The Phoenix Advanced Investments held 50.1% in Value

Advanced Investments Ltd., which was engaged in the field of alternative investments
through a holding in a publicly-traded P2P fund, a holding in a publicly-traded urban
renewal fund, and the distribution of a number of international investment funds
through dedicated feeders. On December 25, 2023, the Company sold - through The
Phoenix Advanced Investments Ltd. - all of its holdings (50.1% of the share capital)
in Value Advanced Investments Ltd. (hereinafter - “Value”) to entrepreneurs and

Value executives.

2.5.2.11.3 Phoenix Investment Funds Ltd.

The Phoenix Investment Funds Ltd. - a wholly owned company of The Phoenix

Advanced Investments - is the general partner in the “Phoenix Co Invest” fund
(hereinafter - “Phoenix Co-Invest Private Equity”), which commenced its
operations in June 2019 and invests - together with The Phoenix group - in private
equity and infrastructure transactions where there is surplus allocation. The fund
ended its capital raising phase, and as of the report publication date, its investment

period has ended.

2.5.2.11.4 The Phoenix Alternative Investment House Ltd. (formerly - “Excellence
Alternative Assets Ltd.”)

The Phoenix Alternative Investment House Ltd. offers qualified customers investments
in alternative products, mainly through the setting up of special-purpose limited

partnerships, which serve as feeder funds that invest in leading Israeli funds.

2.5.2.11.5 Smart Capital
In the reporting year, The Phoenix Advanced Investments acquired 49% of the shares
of Safravision Ltd., a company that manages - through its subsidiary, Smart Capital
Alternative Solutions S.V. Ltd., a platform that links leading international funds with

financial marketers.
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2.5.3 Breakdown of income and profitability of products and services

The following are details of the Investment House’s income by subsegments included in the Company's Investment House and Wealth segment, costs attributable to
these subsegments, and their operating income, as of December 31, 2021, 2022, and 2023 (in NIS millions).

Investment management (ETFs, mutual

. . e
Stock exchange and trading services funds, and portfolio management) Other (**)
December December December December December December December December December
31 31 31 31 31 31 31 31 31
2023 2022 2021 2023 2022 2021 2023 2022 2021
Total income 276 174 120 321 248 271 59 58 38
Variable costs that do not - - - 86 78 79 - - -
constitute income in another
subsegment
Fixed costs that do not 125 107 102 169 117 110 45 40 34
constitute income in another
subsegment
Total costs 125 107 102 255 195 189 45 40 34
Operating income 151 67 18 54 53 82 14 18 4
Total assets 1,267 1,379 973 1,119 1,306 890 327 433 434
The minority share in the - - - - 7 12 (* - -

subsegment from external

(* An amount lower than NIS 1 million

** Due to continued decline in the activity and the failure to meet the criteria for reporting as a segment, the investment banking and underwriting subsegment was restated under other activities, including
in the comparative figures.
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2.5.4 Customers

®m  Mutual funds are marketed to the general public.

m  Customers in the investment portfolio management subsegment include institutional customers,
various types of corporations (companies, non-profit organizations, local authorities, kibbutzim,
etc.), as well as private customers. The relationships between the Investment House and its
customers in the Investment Management Segment are mostly long term relationships. However,
there is no minimum engagement period, and the parties may terminate the engagement at any
time, subject to the provisions of the agreement and the law.

m  Customers in the trading and stock exchange services subsegment are institutional entities in
Israel and abroad, qualified customers, various types of corporations, and private individuals.

m  Customers in the area of alternative products are sophisticated customers as per the First
Addendum to the Securities Law, which are corporations and private customers in Israel. Despite
the above, it is noted that public funds include non-qualified investors.

m  The customers in the trust services subsegment are Israeli or foreign private customers and
corporations (both private companies and publicly-traded companies), which wish to benefit from
ESOP’s basket of services, including trust services in M&A transactions, trust services for equity-
based employee benefit plans, source code escrow services, ESOP as a paying agent and more.

m  Customers in the family office area of activity are private customers, with minimum capital

available for investment.

2.5.5 Marketing and distribution

= The investment portfolio management and investment marketing segment functions through a
network of independent agents, private providers of potential customers and a number of
telemarketing representatives engaged in recruiting customers through proactive telephone calls.

m  Marketing of mutual funds is mainly carried out through investment advisors at the branches of
the various banks, institutional entities and portfolio managers, as well as through advertising on
various media channels.

m  Marketing of the trading activity is mainly carried out through advertising in digital media,
including on the Investment House’s website and other websites, apps, etc.

m  The marketing and distributing of the alternative products, which are marketed to qualified
investors by The Phoenix Advanced Investments, is mostly carried out by agents and/or Family
Office, with whom the Group works, in addition to direct marketing. Furthermore, the public funds
are marketed directly by the Group - by means of digital marketing, telemarketing and internal
marketing.

= The marketing and distribution of the family office services is carried out through different

marketing channels, and is based on the Investment House’s existing customers.
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2.5.6 Competition

Investment marketing and management

In Israel, there are numerous organizations specializing in portfolio management for others and
in the provision of investment marketing services.

The main competitors of the TASE Member and Epsilon Portfolios are the large entities. The
Investment House believes that it is one of the leaders in the field of portfolio management in
Israel. It seems that most of the competition in this area in future years will take place in the
sphere of digital portfolio management and investment marketing, with market players investing
substantial resources in such platforms.

The mutual funds sector is also characterized by a large number of competitors and by fierce
competition. Competition is primarily against other mutual fund managers and alternative
products. In recent years, competition has become fiercer and is manifested, inter alia, in
competition on management fees, good performance measured according to returns, and risk
indicators which will lead, inter alia, to higher ratings.

Regarding the active funds - The banks’ rating systems are extremely important to the
competition in this industry, as investment advisors and customers base their investment decision
process on such ratings. To the best of The Phoenix Investment House’s knowledge, the banks
have several rating systems based on various models, which include different parameters in
relation to the mutual funds, which are determined exclusively by each bank.

Competitors in the TASE Member's market are bank and non-bank TASE members. As of the
report date, there are 11 TASE members that are Israeli banks, 5 non-bank TASE members, 3
foreign banks, and 3 remote members. Competition between TASE members focuses on fees
and commissions rates, quality of service and analytics, and a range of services offered to
customers.

The Investment House's market share varies by type of activity. Recent years saw an evident
trend of reduction of the rates of fees and commissions that are collected, and addition of strict

regulatory requirements.

2.5.7 Property, plant and equipment

In April 2013, the Investment House signed a lease agreement with Amot Investments Ltd.
(hereinafter - "Amot"), whereby the Investment House leased from Amot six floors of office
space in the building known as Amot Platinum in Kiryat Arieh, Petah Tikvah. The lease was signed
for a period of 10 years, which began in the first quarter of 2014, with two optional lease
extension terms of 5 years each; the lease term expires at the end of February 2024. The
Investment House and Amot signed an agreement whereunder the lease term will be extended
by the end of 2024.

As from January 2025, the Investment House is expected to rent new offices with an area of
approx. 7,000 sg.m in “The Phoenix-Art” building, located in 3 Masada St., Bnei Brak, which is

owned by The Phoenix Insurance.
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The Phoenix Advanced Investments is expected to move to the HaElef compound project in

Rishon LeZion.

2.5.8 Human capital

Material changes in the workforce:
2023 2022

No. of employees at end of year 480* 423

* During the reporting year, the Investment House took on 25 employees as part of the acquisition of Epsilon and Psagot
(as described in Sections 2.5.1.3 and 2.5.1.4 above).
Benefits and the nature of employment agreements
The majority of the Investment House's employees have written personal employment contracts
in place. The majority of the Investment House's employees employed in professional positions
receive, in addition to their base salary, annual bonuses at varying rates. The Investment House's
executives are eligible for bonuses calculated as a variable rate of the annual financial
performance of specific consolidated companies. Certain employees of the Investment House are
eligible for bonuses calculated according to transaction volumes, or according to other preset
criteria.
The Investment House gives its employees bonuses according to their bonus agreements.
Bonuses to the Investment House employees are determined by the its profits, the profits of its
subsidiaries, and additional components according to each employee's position and purview,
subject to applicable statutory restrictions, if any.
The Investment House's employment termination liabilities are determined in accordance with
the law and employment agreements. The Investment House’s liabilities for base salaries in
respect of employment termination are covered by current ongoing contributions and accrued
amounts in pension funds, severance pay funds, and executive insurance policies. The Investment
House also complies with the provisions of the extension order for comprehensive pension
insurance for some of its employees who, as of the order’s effective date, were not eligible for
pension arrangements to their benefit.
During the reporting year, the Investment House adopted an option plan, by virtue of which
options may be allocated - exercisable into shares of the Investment House - to officers and
employees of the Investment House and The Phoenix group. Accordingly, such options were
allocated in accordance with Section 102 under the capital gains track to employees and officers
of the Investment House, and to employees and officers of The Phoenix group, who serve as

officers in the Investment House or are involved in its activity.

In March 2024, the CEO of the TASE Member announced his wish to terminate his employment
by the TASE Member. As of the report publication date, the termination date has not yet been

set.
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2.5.9 Suppliers

2.5.9.1

2.5.9.2

2.5.9.3

2.5.9.4

2.5.9.5

The Phoenix Holdings Ltd.

The TASE member has an agreement with service organization FMR Computers
and Software Ltd. (hereinafter - "FMR"), according to which the TASE Member
receives software development services, computer-assisted data processing,
including generation of reports, and computer processing based on information
received directly from the TASE. The agreement is extended from time to time.
The said agreement is material to the TASE Member, as well as to other non-
bank TASE members, due to significant dependence on this IT service provider
since, as of the reporting date, there is no other available supplier for the services
that the Investment House receives from FMR, and without the FMR system, the
TASE Member will be unable to provide TASE member services. In 2021, the

services agreement with FMR was extended through June 2025.

The TASE Member and Epsilon Portfolios has an agreement with Danel Financial
Solutions Ltd. (hereinafter - "Danel System"), which provides IT systems used
for day-to-day operations. The TASE Member uses the Danel System to review
compliance with its customers’ investment policy and with the Company's policy,
to calculate the portfolios’ exposures, manage various control reports, to produce
periodic statements for its customers, and more. The Danel System is the main
system used by the employees of the TASE Member in the portfolio management
activity. This constitutes a material agreement for the TASE Member regarding

portfolio management activity.

For details about the lease agreement between the Investment House and Amot
Investments Ltd., and the move to new offices owned by The Phoenix Insurance

as from January 2025, see Section 2.5.7 above.

In March 2022, the TASE Member entered into an agreement with E&A Financial
Software Ltd. (hereinafter - the “Trade One” system”), a new trading system
available to the TASE Member’s customers. As from the third quarter of 2023,
the Trade One system was launched for the use of several customers of the TASE
Member for the purpose of testing the system. During the first quarter of 2024,
the Trade One system has been offered to all customers of the TASE Member.
The Trade One system is expected to be the main system that will be used by

customers of the TASE Member as part of their day-to-day trading activity.

KSM Mutual Funds entered into agreements with index developers for the
purpose of issuing tracker funds, and in agreements for operating mutual funds
with First International Bank and other banks. For details, see Section 2.5.12

below.
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2.5.10 Investments

2.5.10.1 Following the recommendations of the Committee for Increasing Trading
Competition and Liquidity on the Stock Exchange, the ownership structure was
changed by allocating shares to TASE members based on an economic model
that had been formulated. As of the report date, the Investment House holds
approx. 2.9% of the issued share capital of the Tel Aviv Stock Exchange Ltd.
(hereinafter - the “TASE"). It should be noted that the sale of the aforesaid
shares is subject to a price cap, beyond which the consideration paid in respect
to the shares shall be remitted to the Stock Exchange. In January 2024, the

Investment House completed the sale of its said holdings in the TASE.

2.5.10.2 In 2021, the Investment House invested in a company operating as an
investment house in the field of cryptocurrency, against the allocation of approx.
49% of that Company's issued capital (approx. 47%, fully diluted). The
investment agreement sets a mechanism for updating the Investment House’s
holding rate in the said company (out of the remaining existing shareholders),
such that upon the occurrence of transactions of investments in the said
company’s capital at a company value exceeding an amount set in the
agreement, the Investment House’s holding rate in the company may decrease
to up to approx. 40% (fully diluted).

2.5.11 Financing

The Phoenix Investment House finances its operations using its own sources, banking sources,
and non-banking sources. The Investment House’s main operations in the securities subsegment
usually require liquid cash assets, which are mainly financed by its equity capital, bank credit
and loan from the Company. The Investment House does not have restrictions on obtaining
credit facilities.

Following is the balance of the Phoenix Investment House's outstanding liabilities
(in NIS millions):

As of December 31, As of December 31, As of December
2023 2022 31, 2021

179 577 157

Short-term credit
and loans

Short-term credit - credit is used for transactions in financial instruments, the TASE Member’s
credit operations, and for Excellence’s operating activities, and bears variable interest ranging
from Prime minus 0.1% to Prime minus 0.7%. For USD-denominated credit at an interest of
SOFR plus 1%.

In the reporting period, the Investment House utilized, from time to time, available credit facilities
according to its current needs and liquidity (the Investment House did not fully utilize its available
credit facilities). The available credit facilities do not limit the Investment House in its current

activity.
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2.5.12 Material agreements

A. Operation of funds - as of the report publication date, some of the Mutual Funds of KSM

Mutual Funds are operated by KSM Mutual Funds (for ETFs and some tracker funds), and
some are operated by First International Bank of Israel Ltd. (for managed funds and some
tracker funds). In addition, various banks provide brokerage services and custodian
services. Furthermore, Bank Hapoalim Ltd. provides TASE member services to the mutual
funds operated by KSM Mutual Funds.

KSM Mutual Funds’ management believes that, although it is not dependent on either of
these suppliers (as services are rendered by a number of suppliers under competitive
terms), switching to a new service provider may involve significant costs and a relatively
long implementation period. The Investment House is potentially exposed to operational
risks due to the need to routinely adapt operations to ever-evolving regulatory
requirements; the Investment House is also exposed to operational risks from malfunctions
in its computer and/or communications systems with the operating bank, which may cause
interruptions in transfer and withdrawal orders in the segment products, and indirectly

undermine the Investment House's reputation.

B. Agreements between index developers and KSM Mutual Funds
Issuance of tracker funds on a securities index requires a license from the index developer,
who is also responsible for the index being calculated and published, and the fund manager
undertook to indemnify the index developer for expenses and damages caused to them
due to claims and proceedings related to the tracker funds.
It is noted that, in recent years, there has been an increase in payments for licenses to
index developers. The growth stems from the expansion of products and the increase in
the license fee amount, which are calculated according to total assets under management.

C. In October 2018, an agreement between KSM Mutual Funds and a sister company thereof
(hereinafter - the “"Market Maker”) - for the provision of money-making services in
respect of ETF units managed by the Money Maker - entered into force. Pursuant to the
agreement, the Market Maker provides money-making services to ETF units. The Market
Maker is required to comply with the rules set in Chapter I of the Part Three of the TASE
Rules and Regulations, and the guidance provided therein in relation to market making, as
revised from time to time. At the end of each trading day, the Market Maker works with
the ETF's manager to redeem and create the fund'’s units in consideration for the assets
comprising the tracker asset of the ETF, including other assets creating an exposure for
these assets, as well as cash (hereinafter, jointly - the “asset mix"). The asset mix and
the manner of its transfer between the Money Maker and the ETF manager are described
in the prospectus of each ETF and/or in KSM Mutual Funds' reports to the public.

D. Liquidity agreement between the Phoenix Insurance and the TASE member - In 2017, The
Phoenix Insurance signed a master credit facility agreement extending no more than NIS

400 million in credit to the TASE Member; the funds will be used to bridge liquidity timing
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differences that may arise if customers of the TASE Member withdraw their deposits and
the TASE Member does not have sufficient funds to cover such withdrawals.

E. For details about the lease agreement between the Investment House and Amot
Investments Ltd., see Section 2.5.7 to the Report.

F.  For details about the agreement between the TASE Member, a subsidiary of the Investment

House, and FMR Computers and Software Ltd., see Section 2.5.9.1 above.

G. For details about the agreement between the portfolio management company and Danel

Financial Solutions Ltd., see Section 2.5.9.2 above.

2.5.13 Legal proceedings

For details see Note 42 to the Financial Statements.

2.5.14 Business targets and strategy

As part of The Phoenix’s strategic plan, in the reporting year The Investment House focused
its activity in the area of activity of KSM Mutual Funds, the TASE Member, portfolio
management and ESOP. In order to establish a growth strategy, The Investment House works
to utilize economies of scale and to find solutions for the provision of financial services through
digital means, both in the field of asset management and in the field of distribution.

During the reporting year, The Investment House placed an emphasis on improving its
performance in the field of mutual funds management. The Investment House works to
increase its market share in passive and active funds, both through organic growth (by utilizing
the combined sales function of the passive and active funds) and through mergers and
acquisitions, among other things through the acquisition of mutual funds from Epsilon and
Psagot; it also works to establish its position as a leading investment house in the field of
short-term asset management.

Furthermore, The Investment House works to expand its activity in the field of brokerage
services to individuals and corporations through the TASE member by way of recruiting new
customers, while providing them a digital services offering that integrates all Group’s areas of
activity into The Investment House; The Investment House also works to increase total assets
under management in the field of portfolio management, both through organic growth
(through improving the quality of its investment management) and through mergers and
acquisitions (acquisition of Epsilon Portfolios and Psagot’s portfolio management activity).
The Investment House takes steps for and invests in purchasing and/or development of new
digital platforms and operational systems in order to improve the service provided to its
customers, expand the service and product mix available to customers and mitigate
operational risks.

The Investment House will continue to set the standard for a high service level to its customers
and will reinforce the relationship with its customers and distributors, with emphasis on

regulation, supervision, control and auditing.
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2.5.15 Risk management and compliance, control and supervision mechanisms

The Phoenix Investment House has corporate governance activities for risk management,
which includes three defense lines:

The first line of defense - the Investment House's business and operating units which
undertake risks as part of their activities and participate in the processes of identifying and
assessing risk, taking preventative measures, mitigating risks, and monitoring and reporting
them. The second line of defense - the risk management department of each of the
subsidiaries. The third line of defense - the board of directors, the committees of the board
of directors and the internal auditing function.

Following is the structure of The Investment House's risk management, control and monitoring
function:

During the reporting year, The Investment House transitioned from operating a central Risk
Management Department with a Risk Management Manager reporting to the CEO of The
Investment House, to a Risk Management Department comprising

risk management managers in the subsidiaries who report to the CEO of the relevant
subsidiary and receive professional support from the head of financial models in The
Investment House. The Risk Management Department of each subsidiary manages
operational risks and financial risks (market, liquidity and credit risks) and the business
continuity of the relevant company, in collaboration with the IT Systems Department. The
department operates alongside the Legal Department, which is charged with managing legal
and regulatory risk in the Investment House.

In the framework of its risk-management function, the Investment House has a control
function that examines, among other things, credit activities, risks and investments, including
through credit and investment controllers.

In addition, the TASE Member has a compliance officer, who is in charge of compliance and
Prohibition on money laundering. His role includes, among other things, monitoring the
compliance of the relevant organs with the provisions of the laws applicable thereto, including
the TASE Rules and Regulations and its guidelines.

IT risks, including cyber protection and information security, are managed by the IT
Department and the head of information security.

The Investment House appointed an officer in charge of privacy protection, whose role is to
mitigate the privacy protection risks and report to subsidiaries’ managements and boards of
directors.

The Investment House conducts periodic risk and compliance surveys in accordance with the
provisions of the relevant regulations and/or proactive surveys in order to increase the
efficiency of its activities and maintain monitoring and control thereon. The risk surveys
include mapping and identifying risks in the Investment House’s different areas of activity and
the scope of exposure arising therefrom, as well as recommending steps to mitigate the risks.

The risk and compliance surveys are presented to the Audit Committee and boards of directors

The Phoenix Holdings Ltd. 1-117



Description of the Corporation’s Business ‘(rPhoenlx

of the companies whose activities were surveyed; based on the surveys, multiannual work
plans are prepared to close the gaps and minimize risks in the audit, control, compliance and
risk management areas.

The Investment House has an internal audit division that includes an internal auditor who is
responsible, inter alia, for implementing annual and multi-year work plans for the internal
audit function, and monitors implementation of findings and reporting.

In The Phoenix Advanced Investments, the management of the various risks is coordinated
under the Group’s Chief Risk Officer, the internal audit function, and the Compliance
Department in The Phoenix. In addition, a dedicated head of control was appointed for this
activity.

Some of the Investment House's subsidiaries have internal compliance programs for
securities, as a direct result of the Improvement of the Israel Securities Authority's Compliance
Procedures (Legislation Amendments) Law, 2011, and the Increasing Compliance in the
Capital Market (Legislative Amendments) Law, 2011. Changes in these plans are approved by
the Board of Directors of the relevant subsidiary from time to time. In addition, in the reporting

year, The Investment House adopted a Compliance Program in the field of competition laws.

2.5.16 Discussion of risk factors

The following table summarizes the key risk factors which may affect the course of the
Investment House's business in its various areas of activity. Risks are described according to
their nature - macroeconomic risks, industry-specific risks, and risks that are specific to the
Investment House. The risks are ranked according to the assessment as to their effect on The
Investment House’s business as a whole made by The Investment House’'s management. For

details, see Note 41 to the Financial Statements.

The extent of effect
on The Phoenix

Type of risk Summary description Investment
House’s business
Macroeconomic risks The economic conditions, including Moderate
employment levels
Market risks Moderate
Industry-specific risks  Market failure and illiquidity High
Decline in scope of activity and in the value Moderate

of assets under The Phoenix Investment
House’s management

Customer credit Moderate
Dependency on third parties and dependency Moderate
on a supplier

Operational risks and trading errors High
Business continuity High
Regulatory risks and regulatory changes High
Legal risks and class actions High
Industry-specific risk in the field of ETNs Moderate
Cyber risks High
Human capital Moderate
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Reputational risk High

The Phoenix Independent operation of ETFs High

Investment House's
specific risks

It should be emphasized that there are other risk factors that are specific to each of the

Investment House ‘s areas of activity that are not detailed below but which could affect them.

The information presented above in this chapter includes forward-looking information, as defined in the Securities
Law, 1968. This information contains, inter alia, forecasts, targets, assessments and estimates relating to future
events or matters, including reference to various risk factors and developments as described in the report, the
materialization of which is uncertain and may be impacted by various factors which are beyond the Company’s
control. Forward-looking information is not a proven fact and is based, in part, on the Company's estimates, which
are based on various, diverse data and entities that have not been verified or confirmed by the Company. It is
hereby clarified that actual results may differ from those which is described herein. Forward-looking information
refers exclusively to the date on which the report was written, and the Company is under no obligation to revise
and/or change any information pertaining to forward-looking information as presented here, insofar as it becomes

aware of any additional information in connection with such information.
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2.6 The Credit Segment

2.6.1 General information about the segment
General

The Company operates in this area of activity through a number of Group companies, the main one

of which is Gama Management and Clearing Ltd. (hereinafter - "Gama”).

Furthermore, the Group has a number of other credit entities that use the Group’s nostro funds, and
which are not included in the Credit Segment as of the report date, including financing to construction
projects (mainly residential), which is managed by The Phoenix Construction Financing and
Guarantees Ltd. (hereinafter - “The Phoenix Financing and Construction”) (which was held
through December 31, 2023 by The Phoenix Insurance), mortgages to senior citizens!?® and other

entities.14

As part of the execution of the strategic plan in the credit segment, and the wish to concentrate the
Group’s credit activity under a single arm in order to establish a significant credit activity arm within
the Group, in the reporting year, the activity was restructured, with The Phoenix Financing and
Construction becoming wholly owned by Gama as of January 1, 2024. For further details, see Section
1.3.13 above.

As of the report date, the total amount of the Group’s credit activities which is not attributable to the
planholders asset management, through all of the abovementioned entities, is approx. NIS 5.6 billion,

as described in the following chart:

5.6

— Insurance

| Asset management -
investment house and wealth

— Credit

2021 2022 2023

The core activity in the Credit Segment as of the report date was Gama’s activity. As of the report
date, Gama is a privately-held company wholly-owned by the Company, whose bonds are listed on

the TASE, and accordingly, it is a reporting corporation, as this term is defined in the Securities Law.

13 For details about The Phoenix Mortgages (Gold), see Section 4.4.4.4 below.
4For details in connection with the TASE Member in The Phoenix Investment House, see Section 2.5.2.8 below.
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Gama renders payments and financial services as well as credit services to companies and businesses.

Following is the Company'’s description of Gama'’s key activities.
Gama - General

In the reporting year, The Phoenix Investments and Finances carried out a number of transactions for
the purchase of additional shares in Gama, and in August 2023, following a full tender offer in respect
of The Phoenix Gama'’s shares, Gama became a privately-held company (reporting corporation), which
is wholly-owned by The Phoenix Investments. For further details, see the immediate reports dated
August 10, 2023, and August 29, 2023 (Ref. Nos.: 2023-01-074644 and 2023-01-081274).

Gama is a financing company that renders payment and financial management services and credit

services to companies and businesses in Israel.

Gama was rated Aa3 with a stable outlook by Midroog in 2006 and maintained this rating ever since;

the latest affirmation of the rating took place on June 14, 2023.

Gama’s management is highly experienced in the field of business credit. This management team is
supported by a sales and business division, most of the managers and representatives of which are

long-serving Gama employees.

Gama has approx. 16,600 customers, who conducted transactions with Gama during the 12 months
prior to the report date, and to whom it provides credit solutions as well as comprehensive financial
solutions, which are uniquely based on the various types of credit products offered by Gama through
a single dedicated platform. Gama’s customers come from a range of fields, including commerce,

services, retail and industry in Israel.

Gama has a customer base comprising thousands of customers in the field of payment cards acquiring
and factoring (as an aggregator); among its customers are leading Israeli commerce and retail
companies, including leading chain stores and leading Israeli commerce and services companies.
Those customers opt to use Gama's services due to it unique solutions, technological capabilities, and

its one-stop-shop systems.

In the field of payment cards, Gama has independently-developed information systems it uses to
manage its activity during its years of activity and to provide services and information to customers,

including systems for payment cards reconciliations.

Alongside its credit card acquiring activity (as an aggregator), Gama also offers credit to be used for
its customers’ business activity. Gama works to leverage the synergy between its range of credit and
finance products to generate added value to its customers, such as in the form of various types of
credit offerings adapted to various dedicated objectives in accordance with the customers’ various

needs using a single financial system.

Following is a breakdown of Gama’s customers by years of doing business with the company* -

15 For detailed information regarding all aspects of Gama’s activity, see Gama’s 2023 report: P1580628-00.pdf (tase.co.il).
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No. of In the first year One to Two to three  Between three Five years and
customers of the contract two years years and five years up

16,593 3,855 ‘ 2,789 ‘ 2,317 3,027 ‘ 4,605 ‘

*In this table, the population of customers for each year includes the customers that were active during that
year. The period during which the customer has been doing business with Gama refers to the date on which

the customer conducted its first ever transaction with Gama.
Following is the development in the number of Gama’s active customers in recent years —

2023 2022 2021

16,593 14,785 12,709

Gama Subsidiaries

Gama has two wholly-owned subsidiaries (100%): Gama Personal Direct Financing Ltd. (hereinafter -
“Gama Financing”) and Control Credit Adjustments Ltd. (hereinafter - “"Control”); both companies
were incorporated in Israel. Furthermore, Gama has a 50% stake in Caspogama Advanced Payment

Solutions (2014) Ltd., which was incorporated in Israel.

As stated above, as from January 1, 2024, Gama also wholly-owns (100%) The Phoenix Construction
Financing. The Phoenix Construction Financing became wholly owned by Gama, which also received
some of the Sale Law guarantees and construction financing activities as part of a restructuring in The
Phoenix group, which aims to concentrate - under Gama - most of the business credit activities of the
Group, in order to maximize the synergy between Gama’s credit products and allow Gama to provide
more comprehensive and extensive solutions to its customers.
The restructuring was executed in phases; in the first phase, on December 31, 2023, The Phoenix
Insurance distributed a dividend in kind to the Company comprising of shares of The Phoenix
Construction Financing and Guarantees Ltd.. The distribution of the dividend in kind was carried out
according to a valuation received from an external appraiser at a value of approx. NIS 315 million. In
the second phase, in January 2024, the Company transferred its entire stake in The Phoenix Financing
and Construction to Gama. It is noted that as part of the restructuring:
1. The Phoenix Financing and Construction was transferred to Gama with a credit portfolio of
approx. NIS 600 million.
2. The Phoenix Construction Financing has a remaining debt of approx. NIS 330 million to The
Phoenix Insurance.
3. The Company provided Gama or its subsidiaries with a guarantee of approx. NIS 200 million,
in accordance with the requirements of Gama’s activity.

4. Gama'’s shareholders' equity increased by approx. NIS 300 million.

Gama's areas of activity
Both Gama and Gama Financing hold an expanded license for the provision of credit and an extended

license for the provision of services in financial assets from the Capital Market, Insurance and Savings
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Authority (hereinafter - the “Capital Markets Authority”) in accordance with the Financial Services

Supervision Law (Regulated Financial Services), 2016 (hereinafter - the “Financial Services Law").
Gama operates own its own and through its subsidiaries in the following operating segments:

1. Acquiring aggregator and factoring of payment card vouchers

This activity is carried out by Gama and by Gama Financing. As part of this activity, Gama operates as
an acquiring aggregator; that is to say, it aggregates payment card debit and credit transactions for
many merchants, with the acquirer fee paid by the merchant being agreed upon between the merchant

and Gama.

Furthermore, as part of its payment cards activity, Gama provides merchants with the service of

factoring payment cards vouchers.

2. Financing against post-dated checks (check factoring)

This activity is carried out by Gama and by Gama Financing. As part of this activity, Gama provides
funding to companies, merchants, or credit providers against the assignment or delivery of post-dated

checks issued by third parties - this activity is also known as checks factoring.

3. Financing provided against real estate properties

This activity is carried out by Gama and by Gama Financing. As part of this activity, Gama provides
customers with loans against which a pledge is placed (mostly first-ranking pledge) on assets, land

and real estate.

4. Loans for businesses

This activity is carried out by Gama and by Gama Financing. As part of this activity, Gama provides

financing to businesses, mostly against collaterals that secure some or all of the loan amount.

5. Additional (other) areas of activity

Gama also operates in a number of other areas of activity, such as: factoring (financing against

invoices), business guarantees, and financing of equipment.

The following table provides data as to Gama’s overall annual transaction turnover in
millions of NIS in 2021-2023:

2023 2022 2021

38,718 38,950 *34,015
* Following a change that took place in 2022 in connection with the method used by the chief operating decision
maker to assess the activity volumes of some of the subsegments (checks factoring, financing against real estate

assets and other activities), the volumes of activity in respect of those subsegments were restated as part of the
comparative figures relating to 2021 such that they do not include the interest in respect thereof.
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Financial information about Gama’s areas of activity:

Breakdown of financial data as of December 31, 2023 or 2023 (as the case may be) (in

NIS thousand)
Financing
Acquiring and activities
factoring subsegment Unat-
credit Checks vs. real tributed
vouchers factoring estate Loans for and ad-
subsegment subsegment properties businesses Other justment Total
Finance income 573,831 39,622 117,937 40,497 12,051  (432,035) 351,903
Finance expenses 432,035 21,678 62,060 21,726 2,573  (432,035) 108,037
Net finance income 141,796 17,944 55,877 18,771 9,478 - 243,866
Expenses for doubtful
and bad debts (40) 2,674 3,634 5,124 1,325 - 12,717
Selling and
marketing expenses - - - - 5,776 5,776
General and
administrative
expenses - - - - 116,998 116,998
Pre-tax income in
the period 108,375
Income taxes - - - - 29,189 29,189
Net income 79,186
Comprehensive
income 79,435
Total assets 1,911,371 264,603 1,164,242 389,600 52,124 - 3,781,940

Breakdown of financial data as of December 31, 2022 or 2022 (as the case may be) (in NIS thousand)

Financing
Acquiring and activities
factoring subsegment Unat-
credit Checks vs. real tributed
vouchers factoring estate Loans for and ad-
subsegment subsegment properties businesses Other justment Total
Finance income 434,347 54,640 66,540 17,693 7,464  (339,805) 240,879
Finance expenses 339,805 18,958 24,408 7,781 1,760  (339,805) 52,907
Net finance income 94,542 35,682 42,132 9,912 5,704 - 187,972
Expenses for doubtful
and bad debts 73 6,355 2,186 1,679 (47) - 10,246
Selling and
marketing expenses - - - - 5,696 2,538
General and
administrative expenses - - - - 87,502 87,502
Pre-tax income in
the period 84,528
Income taxes - - - - 22,332 22,332
Net income 62,196
Comprehensive
income 63,414
Total assets 1,391,757 673,063 1,075,010 322,027 50,392 - 3,512,249
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Breakdown of financial data as of December 31, 2021 or 2021 (as the case may be) (in NIS thousand)

Financing
Acquiring activities Loans for
and factoring subsegment businesses Unat-
credit Checks vs. real tributed
vouchers factoring estate and ad-
subsegment subsegment properties Other justment Total
Finance income 354,633 32,021 30,877 12,031 2,364 (280,792) 151,134
Finance expenses 280,792 6,759 10,041 3,920 454  (280,792) 21,174
Net finance income 73,841 25,262 20,836 8,111 1,910 - 129,960
Expenses for doubtful )
and bad debts (735) 1,574 592 (905) (151) 375
Selling and marketing ) ) ) ) 2,538 2,538
expenses
General and ; ; - - 70,839 70,839
administrative expenses
Listing expenses - - - - 32,871 32,871
Pre-tax income in the
period 23,337
Income taxes - - - - 8,257 8,257
Net income 15,080
_Comprehenswe 14,754
income
Total assets 1,144,050 580,787 671,203 199,308 19,104 - 2,614,452

The nature of adjustments made to the financial data as of December 31, 2023, December 31, 2022
and December 31, 2021 is as follows:

In credit vouchers acquiring and factoring - the breakdown of finance income against finance expenses
presented in the table reflect Gama’s turnover with the merchants and financing entities;

Selling and marketing, general and administrative expenses are presented in the adjustments column

since Gama does not allocate those expenses to the different operating segments.
2.6.2 Key Developments in Gama’s Activity

Investments in the Gama's Equity and Transactions Involving its Shares
As described above, in the reporting year, The Phoenix Investments and Finances acquired all shares

of the company, which were held by its shareholders.

On September 28, 2023 Gama allotted 980,709 shares to The Phoenix Investments and Finances

against a capital injection of approx. NIS 13.7 million.

Subsequent to the report date, on January 1, 2024, Gama allotted 24,446,142 shares to The Phoenix

Investments and Finances against capital injection amounting to approx. NIS 320 million.
Dividend distribution policy

In March 2023, Gama'’s Board of Directors approved the re-adoption of a dividend distribution policy
(that was first adopted by the Board of Directors on April 20, 2021). As part of the dividend distribution

policy, every quarter Gama will declare the distribution of a dividend out of its distributable profits that
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have not been previously distributed, as arises from Gama’s reviewed or audited consolidated financial
statements, in accordance with the Board of Directors’ discretion. On November 12, 2023, after Gama
became a privately-held company, its Board of Directors approved that the dividend distribution shall

be carried out every half a year instead on a quarterly basis as stated above.

According to the policy, the dividend rate will not be lower than 30% of the annual net income as per
Gama’s latest reviewed or audited consolidated financial statements, provided that the dividend
distribution shall meet the requirements of the law. It should be clarified that the foregoing is not
intended to derogate from the power of Gama’s Board of Directors to decide not to distribute a
dividend or to distribute a dividend at rates that vary from what is stated above, all as it deems

appropriate at any given time, subject to the provisions of the law.
2.6.3 General environment and effect of external factors on Gama’s activity

The Israeli corporate credit market - covering the provision of credit to wholesale and retail companies
and businesses from all operating segments of the Israeli economy - is mainly controlled by banking
corporations and institutional entities. Other market players include the payment card companies,

credit funds and non-bank credit companies.

In recent years, regulators introduced many regulatory measures aimed at regulating the field of
financial services in Israel in general and the field of non-financial credit in particular, while increasing
competition in these fields and providing consumers with a regulated alternative alongside or in
collaboration with the services currently provided by banking corporations and institutional entities,
while creating a licensing regime for market players in order, inter alia, to enable the connection of
non-banking entities to the existing payments systems while keeping out entities that lack a reliable,
stable infrastructure in order to protect the payments system and the interests of customers and/or

against entities with illicit activity.

In addition, in recent years regulators have also introduced regulatory measures aimed at increasing
competition among entities providing the most common financial and banking services (following the
recommendations of the “Strum Committee”); those new regulatory measures included, among other
things, legislation whose aim was to increase competition and reduce concentration in the Israeli
banking market, as well as to increase the competition in the acquiring market by regulating the activity
of acquiring aggregators - a field in which Gama operates under agreements with CAL and Isracard,

alongside the legislation already in place, regulating the factoring market.

Furthermore, in recent years we witnessed a trend of expansion in technological financial services and
solutions; those included local and international payment apps, the entry of multinationals such as
Apple Pay and Google Pay to the payments market, and the provision of credit through online
platforms. This trend expanded the services offering and the potential of creating other regulated
market players that will operate as an alternative to, alongside or in collaboration with banking
corporations and institutional entities. This potential expansion of the means of payment offered to

merchants is in line with Gama's activity to date; Gama’s objective is to provide merchants solutions
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that will maximize value for them by providing them a one stop shot providing as many financial

services and financing solutions as possible.

Under said regulation, on June 14, 2022, the Open Banking Reform began to come into force gradually,
in accordance with the Financial Information Service Law, 2021 (hereinafter - the “Financial
Information Service Law"), that allows entities holding the required license to obtain, at the consent
of the customer, online access to financial information about the customer from sources of financial
information for the purpose of providing various services to the customer, including offering products
or financial services to the customer. At the same time, the Financial Information Service Law requires
sources of information that hold financial information pertaining to the customer to give financial
information service providers online access to the customer’s financial information (provided that the

customer has given his/her consent).

In accordance with the Financial Information Service Law, an entity holding a license to provide credit,
such as Gama, may act as a provider of financial information services after obtaining the Capital
Markets Authority’s approval. After the law came into force, the Capital Markets Authority published
circulars regarding “Directives to Financial Information Service Providers”, that prescribe provisions
regarding the manner by which such a license may be obtained, as well as provisions regarding the

activity of a credit provider license holder as a financial information service provider.

Furthermore, in accordance with the Financial Information Service Law, a credit provider license
holder, such as Gama, is considered a source of information, that will be obliged to provide access to
financial “information about credit”, in accordance with the dates set out in the law; as of the report

publication date, the law is expected to take effect in November 2024.

In addition, in June 2023, The Regulation of Engagement in Payment Services and Payment Initiation
Law, 2023 (hereinafter - the “Regulation of Engagement in Payment Services Law”) was
published, which prescribes a new supervision and licensing regime, which will apply to non-bank
providers of payment services, which are not supervised by The Bank of Israel. The purpose of the
law is to enable the entry of new market players into the payments market, including international
entities, and thereby increase the competition in this field and allow the development of innovative
financial products and services, that will contribute to the promotion of the Israeli payments markets,
increase its efficiency and lead to economy-wide cost savings as part of the execution of payment
transactions. The new law supplements the Payment Services Law, 2019, which enshrined the

protections available to those who make payments and to beneficiaries in relation to payment services.

Concurrently with the regulation of the payment services as described above, the Bank of Israel also
promotes processes and actions designed to increase the number of market players using the payment
systems under its supervision, and also allows the creation of channels for development of payments
other than through the banking corporations or credit card companies, including immediate payments.
For example, as part of the above, in the past year The Bank of Israel started allocating an

authentication code to non-banking entities.
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In the opinion of the Company, in the next few years these trends will lead to increased growth in the
non-banking credit market, payments market, and financial services market, as an alternative to,
alongside or in collaboration with banking corporations and institutional entities. Accordingly, on the
one hand these developments may allow further growth in the Company’s activity, both in terms of
the range of products it will be able to offer its customers, and in terms of the synergy between those
products. On the other hand, the said regulation may also intensify the threat by competitors, both in
terms of the number and range of market players, including the entry of international market players,
and in terms of the number and range of the payment products available in the market, which might
decrease the use of traditional means of payment, such as payment cards, which is the Company’s

main focus of activity.
2.6.4 General information about Gama areas of activity

2.6.4.1 Acquiring aggregator and factoring of payment card vouchers

The two key services in this subsegment are acquiring aggregator of payment cards and
factoring of payment card vouchers. The services are provided to merchants with whom Gama
enters into engagements.

Gama, on its own and through its subsidiary - Gama Financing - operates as an acquiring
aggregator. As of the date of this report, Gama has a material acquiring aggregation agreement

in place with CAL, and an immaterial acquiring aggregation agreement with Isracard.

The Law for the Promotion of Competition and Reduction of Concentration in the Israeli Banking
Market (Legislative Amendments), 2017 was published in 2017 as part of the “Strum Reform”
(hereinafter - the "Competition Promotion Law”), whereby an entity providing acquiring
services shall only be allowed to refuse entering into engagement with acquiring aggregators
for reasonable reasons and as provided by law. After the legislation of the Strum Reform and
the Competition Promotion Law, Gama entered into an acquiring aggregation agreement with
CAL.

As part of its factoring of payment card vouchers, Gama brings forward payments to merchants
in respect of acquiring proceeds payable to merchants by acquirers for credit vouchers from
transactions conducted with the merchants through payments cards, against the merchant’s

assigning to Gama its right to those proceeds.

In order to provide the vouchers factoring services outside its activity as a acquiring aggregator,
Gama has in place agreements with the entities providing acquiring services: (CAL (including
Diners), Isracard (including Premium Express Ltd. - American Express) and Max; those
agreements allow Gama to provide payment card vouchers factoring services to merchants that
have in place agreements with any of the said entities providing acquiring services, with the
latter undertaking - as part of the agreements - to pay Gama the acquiring proceeds assigned

to Gama by the merchant.
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In this field of activity Gama also offers to its customers - and sometimes also to merchants
that do not receive from Gama acquiring aggregation and factoring services - additional relevant

services.

In addition, Gama offers merchants the option to receive credit voucher reconciliation services
through an independently-developed system; this service is provided by Control - a Gama
subsidiary. As part of this service, Control analyzes information from various parties involved in
the acquiring process and presents customers with an analysis of the merchant’s payment card
activity, including information regarding transactions that were not paid by the acquiring

services providers, canceled and disputed transactions and more.

Net income for the year ended

December 31, 2023 December 31, 2022
In NIS In % In NIS In %
thousand thousand
Acquiring aggregator
services 29,848 21.0 18,577 19.6
Factoring of payment
card vouchers 111,948 79.0 75,965 80.4
Total 141,796 100% 94,542 100%

2.6.4.2 Changes in the scope of operations and profitability of the subsegment

CAL's acquiring aggregation agreement with Gama triggered competition in terms of the
acquirer fees paid by merchants to acquiring aggregators and to entities providing the acquiring
services; the said agreement caused a decrease in acquirer fees and reduced many merchants’
costs relating to transactions conducted with payment cards, especially small and medium
merchants.

On the other hand, the significant cumulative increase in interest rates in Israel since mid-2022
led to an increase in the costs incurred by merchants in respect of factoring of debit vouchers,
such that in order to reduce the finance costs, some of the merchants limit the use of factoring
of debit vouchers, whether by limiting the number of payments in transactions with their
customers, or by partially or fully relinquishing those services.

Despite the aforesaid, during the reporting period, Gama expanded the volume of its activity in

this field, and its profitability therefrom increased.

14

2.6.4.3 Development in the subsegment’s market, or changes in its customers

characteristics
The payment card vouchers acquiring and factoring market benefited from organic growth over
the years as a result of population growth and improved living standards. Furthermore, in view
of regulatory measures encouraging reduced use of cash and technological advancements, we
are witnessing a transition from payment in cash to payment using other means of payments,
such as payment cards, including digital means. In addition, the Strum Reform and the changes
in triggered in the market resulted with a less concentrated acquiring market and an increase

in the market share of new players in the field of payment acquiring - acquiring aggregators.
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2.6.4.4 Technological changes that may have a material effect on the acquiring

aggregator and factoring of payment card vouchers subsegment

The adoption of the EMV standard has made the use of payment cards by merchants even more
secure. This process allows the introduction of other innovative technologies and payment
methods, such as contactless payments. In addition, the development of other innovative
technologies in the field of payment cards accelerated the transition to e-commerce, including
using technologies that secure the payment, such as 3d Secure. The payment cards market
adopts new clearing technologies, both in physical terminals and through the Internet and e-
commerce, alongside the development of advanced digital payment options such as local and
international payment apps (such as Apple Pay and Google Pay) and local and international
digital wallets that offer various payment apps, through which transactions may be conducted
both in physical terminals and online.

Currently, payment apps and digital wallets operate through payment cards; accordingly,
Gama’s acquiring and factoring services are also required for payments made using such
methods. The introduction of technological and regulatory changes that allow direct payment
from one account to another mature into a viable product, rather than through a payment card,
specifically in terms of payments for goods and services bought physically from merchants and
online payments for retail goods and services, may adversely affect the scope of activity in the
Israeli payment cards market, as well as Gama'’s activity in this field.

Gama continues to take steps to integrate its capabilities with the new means of payment and
payment apps, in order to become a one stop shop offering a comprehensive solution for
merchants encompassing all means of payment.

The development of authentication technologies allowed the regulator, which supervises Gama’s
activity - the Capital Markets Authority - to adopt recently a policy that allows the recruitment
of new customers using remote authentication, even in cases where customer authentication is
required as part of the know your customer process for anti-money laundering purposes; this
allows a more efficient and faster customer recruitment process in terms of resources invested

by companies.

2.6.4.5 Financing against post-dated checks (check factoring)

Post-dated checks (deferred checks) are a type of a bill whose characteristics are set in the Bills
of Exchange Ordinance. Pursuant to the Bills of Exchange Ordinance, the person or entity writing
the check is defined as the “drawer”, and the check’s payee, or the person or entity to whom
the check was lawfully endorsed is defined as the “check holder”. The service in this subsegment
is the provision of credit to merchants against the factoring of checks, with the check’s drawer

being a third party.

2.6.4.5.1 Segment structure and changes therein

The principal players in this field are banking corporations and entities licensed to provide credit

services.
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2.6.4.5.2 Changes in the scope of operations and profitability of the
subsegment

The significant accumulated interest rate hike in Israel since the second half of 2022 through
the publication date of this report, and its consequences on the activity of the entire economy
has impacted the increase of risk in the credit segment, and specifically in this subsegment. In
view of these macroeconomic changes and the increased risk in this area in particular, Gama
took steps to mitigate the credit risk in this subsegment, including by adjusting the interest
spread and substantially reducing the activity, following which the portfolio was reduced by
approx. 60% during the reporting period, in view of, among other things, the stricter
underwriting terms and lower risk appetite in this area.

If the interest rate in Israel will remain unchanged in the next year, it is likely that the company
will continue implementing its above policy regarding its risk appetite in the segment, such that
its activity in the segment will not increase significantly, and accordingly Gama'’s income in this

segment will not increase too.

2.6.4.5.3 Development in the subsegment’s market, or changes in its customers’

characteristics

In recent years competition in this subsegment intensified; this is reflected in an improvement
of the services offered to customers. One of the key factors that impacted the change of the
non-bank credit market in general and the area of checks factoring in particular is the
enactment of the Financial Services Law in 2016; this law was enacted in order to significantly
regulate non-bank financial services thereby increasing efficiency levels in the market as well
as the ability of non-bank entities to compete with banks and with one another. This regulation
supports the expansion of the non-bank credit market and increases companies and
businesses’ awareness to the option of obtaining credit from such sources.

On the other hand, the increase in the costs of raising sources of financing as incurred by non-
banking credit providers following the significant accumulated interest rate hike in Israel and
the increase in the risk in the segment cooled off the competition in this segment, due to,

among other things, a decrease in the number of players operating in this market.

2.6.4.5.4 Technological changes that may have a material effect on

the subsegment

The checks factoring market is a traditional market that relies on the Bills of Exchange

Ordinance. Currently, digital checks are not yet available.

2.6.4.6 Financing provided against real estate properties

This activity is conducted by Gama itself and by Gama financing. The activity mainly focuses
on companies, businessmen and businesswomen, small and medium developers, investors
and private individuals, who wish to obtain financing by mortgaging a real estate asset they

own. The financing advanced in this area of activity can be used to purchase real estate assets,
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develop and improve the real estate, develop and improve the customer’s business activity,

and/or for other purposes. Normally, financing is provided for a period of up to five years.

In 2023, Gama made a gradual entry into the construction projects financing activity, which
includes, among other things, development of construction projects, and urban renewal,

National Planning Scheme No. 38/2 projects, as well as raze and rebuild projects.

In 2024, this construction projects financing activity will be carried out through Gama’s
subsidiary - The Phoenix Construction Financing - which specializes in the provision of such
credit, and which, as of the date of its transfer to Gama, owns a credit portfolio of approx.
NIS 600 million.

2.6.4.6.1 Segment structure and changes therein

The scope of the financing against real estate assets subsegment is very wide; the subsegment
includes, inter alia, construction financing, investments in building projects, National Planning
Scheme No. 38 projects, purchasing groups, and more. As of the report date, Gama’s activity
in this subsegment focuses on financing against the provision of a real estate property as a
collateral, and the credit extended may be used for real estate-related purposes or for any
other purpose of the borrower, as stated above. For many years, this subsegment was
controlled by banks. In recent years, there has been a growth in this field among non-bank
entities that extend loans against real estate properties, especially to businessmen,

entrepreneurs and investors.

2.6.4.6.2 Changes in the scope of operations and profitability of the subsegment

Gama started operating in this subsegment in 2017. This subsegment has driven growth in
Gama'’s activity, and its scope increased since its establishment both in terms of amounts of
credit extended and in terms of Gama’s income from this subsegment.

The significant cumulative increase in interest rates in the Israeli economy since the second
half of 2022 and through the date the publication of this report, and the Iron Swords War that
broke out on October 7, 2023, caused a decline in real estate activity in Israel, both on behalf
of the developers and on behalf of the end customers; consequently, this increase led to a
decline in developers and companies’ demand for financing for the purchase of real estate
and/or its improvement. Furthermore, such interest rate hikes also led to lower demand for
financing by companies and businesses for the development and improvement of their
business, in view of increased finance costs and non-viability of such improvements. If interest
rates in Israel will remain at its current level as of the report publication date, and if the Iron
Swords War will continue, as well as its direct effects on this segment, which led both to a
decline in demand and to an increase in construction costs due to shortage of construction
workers, this might have an adverse effect on the growth of this area of activity, both in terms

of the number of transactions, and in terms of the interest spreads.
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2.6.4.6.3 Development in the subsegment’s market, or changes in its

customers’ characteristics

In connection with this matter, see the description of the effect of interest rate hikes and the

Iron Swords War on the area of activity, as described in Section 2.6.4.6.2 above.

2.6.4.6.4 Technological changes that may have a material effect on

the subsegment

In the opinion of Gama, as of the report date there are no technological changes that
are expected to have a material effect on this subsegment.
2.6.4.7 Loans for businesses

This activity is carried out by Gama and by Gama Financing. This activity is usually carried out
as part of a basket of financing solutions to businesses to which the Company renders services.
The average duration of the loans provided in 2023 is approx. 18 months. Loans in this
subsegment are mostly advanced such that the principal and the interest are repaid on a
current basis over the term of the loan (“Spitzer”) and are backed with collaterals of various
types.

As part of this subsegment, the Company also advances state-backed loans by virtue of an
agreement the Company signed with the Accountant General Department in the Ministry of
Finance (hereinafter - the “"Accountant General”). The term of the agreement with the
Accountant General is through December 31, 2025. In addition, in the last quarter of 2023,
the Accountant General also set up a special fund for the advancement of loans to businesses,
whose turnover was adversely affected by the Iron Swords War; the Company took part of

this scheme and advanced loans to businesses as part of it.

2.6.4.7.1 The structure of the areas of activity and changes therein

The key players in this field are the banking system, credit card companies, funds, institutional
entities, and non-bank financing entities. In recent years, non-bank entities entered into these
areas of activity.

With the phased introduction of the open banking reform, Gama believes that this reform will

intensify competition in this segment on the part of non-banking credit services providers.

2.6.4.7.2 Changes in the scope of operations and profitability of the subsegments

In view of the market’s opening to competition, the regulation of the non-bank market, and
the marketing activities of the various actors, Gama estimates that the competition in these
fields will continue to develop alongside a continued growth in non-bank activities.

Gama views the business loans and credit activity as its growth engine in coming years.
Without detracting from what is stated above, the significant accumulated increase in interest
rates in the Israeli economy since the second half of 2022 and during the reporting period

impacted companies and businesses’ demand for financing for their businesses in view of the
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2.6.4.8

increase in finance costs, and at the same time increased the risk associated with the segment,

which moderated Gama’s growth in this area of activity.

2.6.4.7.3 Development in the segments’ market, or changes in its

customers’ characteristics

In connection with this matter, see the description of the effect of interest rate hikes in Israel
and the outbreak of the Iron Swords War on the area of activity, and the effect of the

introduction of the open banking reform, as described above.

2.6.4.7.4 Technological changes that may have a material effect on the segments

The Company is of the opinion that the implementation of the open banking reform and the
underwriting capabilities arising therefrom, which rely on technological capabilities of receiving
information and analyzing it in real time, are expected to have a material effect on the area
of activity, both in terms of customers’ switching between financing entities, and in terms of
a more accurate underwriting capability, based on reliable real time information about the
customer’s position, that will enable resources savings during the underwriting process.
Other

This activity is conducted by Gama itself and by Gama financing. As part of this activity, Gama
provides a range of credit solutions to businesses, such as: factoring, financial guarantees and
financing of equipment. These activities are executed both as a value proposition for Gama'’s
customers and other customers, who are not among Gama'’s customers in the field of acquiring
(as an aggregator) and factoring of payment card vouchers in accordance with their business
needs, and to meet demand on behalf of its customers as part of Gama’s strategy to serve as

one-stop-shop that meets all the financial needs of its customers.

Gama has a constructive advantage in the areas of activity when it comes to customers of
acquiring aggregators and factoring of debit vouchers; this is due to the flow of transactions
it clears and/or factors for the merchant as part of its current business activity, which may be
used as a collateral for activities in this field, in accordance with the offsetting right awarded

to Gama in the engagement agreements.

Financial guarantees - Gama commenced its activity in this area in the last quarter of 2021,
and worked to introduce this service to the market and to achieve recognition as a financially

robust entity that provides financial guarantees.

In November 2022, the Accountant General gave Gama approval to issue guarantees for
government-issued tenders, government support units and government entities, alongside

banks, credit card companies and a small number of non-bank entities.

This move enhances Gama'’s ability to compete in this market and will also allow it to continue
expanding its activity in this field in the future, specifically in this extensive area of engagement

with the government and other public entities. It is noted that to this end Gama is making
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preparations for issuance of digital guarantees in accordance with the interface dictated by

the government and entities operating on its behalf.

Factoring (financing against invoices) - as part of this activity, merchants and companies that
issued to their customers invoices for deferred payment in respect of services or products they
provided to customers can receive an advance, which is normally a non-recourse advance of
up to approx. 95%, other than in a case of a commercial dispute. On the date on which the
debtor pays the amount to Gama, the latter transfers the remaining payment amount to the

merchant, net of interest and a fee.

2.6.4.8.1 The structure of the areas of activity and changes therein

The key players in this field are the banking system, credit card companies (as part of their
business loan activity), institutional entities, and non-bank financing entities. In recent years,

non-bank entities entered into these areas of activity.

2.6.4.8.2 Changes in the scope of operations and profitability of the subsegments

In view of the market’s opening to competition, the regulation of the non-bank market, and
the marketing activities of the various actors, Gama estimates that the competition in these
fields will continue to develop alongside a continued growth in non-bank activities. In 2023,
Gama increased its financial guarantees portfolio by 68.6%, such that as of the report date
the portfolio amounts to approx. NIS 167 million; Gama views the financial guarantees area
of activity as a growth engine for future years. With regard to the equipment financing activity,
Gama did not take steps to expand the portfolio in 2023, in view of the characteristics of the

activity and its operational aspects.

2.6.4.8.3 Development in the segments’ market, or changes in its

customers’ characteristics

In recent years competition in these subsegments intensified. One of the key factors that
impacted the expansion of the non-bank credit market in general and the area of check
discounting in particular is the enactment of the Financial Services Law in 2016; this law was
enacted in order to significantly regulate all non-bank financial services, and thereby facilitate

the expansion of the market and the ability of non-bank entities to compete with banks.

The field of financial guarantees was also significantly impacted by the state’s recognizing
non-bank credit companies that meet the threshold criteria set by the state, as companies
that may provide financial guarantees to state-issued tenders. This recognition may intensify
the competition in the business credit market, and strengthens the position of those companies

and their ability to compete with banks and/or insurance companies.

In addition, a regulation on behalf of the Capital Markets Authority is expected to come into
force in June 2024, which stipulates that an entity holding an expanded license to provide

credit, which issues guarantees to secure the debt of another entity, is required to meet the
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capital requirement set in the circular, if its guarantees portfolio exceeds NIS 25 million; this

is in addition to the minimum capital requirements set in the Financial Services Law.

The coming into force of this circular may improve the stability of non-banking entities that
will provide guarantees, and even reduce the number of market players in the non-banking
market, and consequently intensify the competition in this field between non-banking entities
and the banking system and credit cards companies, which are supervised by The Bank of

Israel.

Gama already meets the additional capital requirements set in the circular of the Capital

Markets Authority as stated above.

2.6.4.8.4 Technological changes that may have a material effect on the segments

2.6.5

In recent years, the areas of activity are impacted by the technological changes in the financial
market, and an increasing number of services are provided online and via digital channels.
Gama gives its customers the option to apply online for guarantees. In addition, as from 2023,
the issuance of guarantees to entities on behalf of the state shall be carried out digitally using
interfaces that were approved by the state. Accordingly, Gama is making preparations for the

digital issuance of guarantees.

Critical success factors in the area of activity and Changes therein

The following success factors may be listed in connection with Gama'’s activity:

Reputation - the reputation of Gama and its managers is of crucial importance due to the
nature of Gama's activity. Gama is a long-standing market player; over the years, it forged a
reputation as a reliable and professional company, which is financially stable and robust, and
as a generator of competition in the small and medium businesses sector in Israel.

Liquidity and availability of services - as a rule, services of the type provided by Gama require
liquidity levels that will allow the conducting of a large number of transactions, the recruitment
of new customers and the provision of services to customers with large-scope activities.
Liquidity is also a crucial factor when it comes to the availability of the service and to Gama’s
ability to provide quick, simple and efficient solutions that meet its customers’ needs.
High-quality underwriting mechanisms and compliance capabilities - supported by a
professional, long-serving and highly qualified team, Gama implements its underwriting and
risk assessment policies. Gama conducts ongoing controls over and monitoring of credit and
money laundering risks, relying for that purpose on its knowhow and capabilities in this area.
Nationwide deployment of people on the ground - Gama has 25 customer portfolio managers
across the country; many of them are highly experienced and long-serving; this team of
portfolio managers provides personal and highly professional service with short response time
and high degree of availability.

Excellent customer services - high-quality and efficient customer services (both human and

automated); the combination of top-class customer service representatives and an advanced
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automated system used both by customers and by Gama’s representatives, enables Gama to
provide high-quality services with a high degree of availability.

m  Familiarity with the market and customization of solutions - Gama'’s extensive and in-depth
familiarity with the market allows it to understand the unique needs of its sub-markets,
thereby giving its the insight required to customize solutions that meet the unique needs of
its different customers.

2.6.6 Major entry and exit barriers in areas of activity

The following entry and exit barriers apply to Gama’s activity:

m  Meeting regulatory thresholds - generally, the engagement in Gama’s various areas of activity
requires companies to comply with the provisions of the Financial Services Law and the
regulations promulgated thereunder, including obtaining a financial services provider license,
a permit to hold means of control in a financial services provider, and compliance with the
relevant requirements of the Financial Services Law, including meeting the regulatory capital
requirements applicable to financial services providers, as well as directives of the Capital
Markets Authority published by it from time to time under its power to oversee Regulated
Financial Services, which are regulated under this law.

m Financing sources - Gama'’s various areas of activity require financial resources, including
equity, the ability to raise funds from external sources under terms and conditions which will

enable the company to offer competitive propositions relative to its competitors.

2.6.7 Customers

2.6.7.1 Acquiring aggregator and factoring of payment card vouchers

During the 12 months prior to December 31, 2023, approx. 16,000 customers conducted

transactions with Gama.

Gama provides these services to a large number of customers. Accordingly, in the opinion of Gama
and its managers, it is not dependent on a single customer or on a small number of customers,

the loss of whom will have a material impact on this area of activity.

Gama’s customers in this subsegment are Israeli retailers, chain stores and service providers
operating in various sectors, such as household electrical and electronics, food, fashion and
clothing, tourism, garages, air-conditioning, jewelry, medicine, homeware and gifts, coffee shops
and restaurants and service providers. Gama’s customers in this subsegment are mainly limited
liability companies and licensed dealers.

2.6.7.2 Financing against post-dated checks (check factoring)

A. As of December 31, 2023, approx. 500 active customers conducted transactions with Gama
during the 12 months to December 31, 2023. As of December 31, 2023, the credit portfolio
in this area of activity is composed of 4,126 withdrawers, who are - to the best of Gama'’s

knowledge - are Israeli residents.

B. 1In 2023, Gama conducted approx. 6,455 factoring transactions; the average value of a

transaction with a customer in that period was approx. 269 thousand. In 2022, Gama
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conducted approx. 8,891 factoring transactions; the average value of a transaction with a

customer in that period was approx. NIS 336 thousand.

C. Gama’s customers in this subsegment are Israeli businesses from various sectors, such as
construction and infrastructures, commerce, industry, finance, services, wholesalers and
retailers in various sectors, such as household electrical and electronics, department stores,
food, furniture, fashion and clothing, computers, air-conditioning and jewelry. Gama'’s
customers in this subsegment are mainly corporations and a relatively small portion of

customers are licensed dealers.

D. In the reporting year, 98% of the customers in this activity have already used Gama's

services.

2.6.7.3 Financing provided against real estate properties

As of December 31, 2023, Gama's credit portfolio comprises approx. 200 customers.

In 2022, Gama conducted approx. 125 financing transactions; the average value of a transaction
with a customer in that period was approx. NIS 4,018 thousand. In 2022, Gama conducted approx.
93 financing transactions; the average value of a transaction with a customer in that period was
approx. NIS 4,873 thousand.

As of the report date, the amounts of credit advanced do not exceed tens of millions of shekels

per transaction.

2.6.7.4 Financing
As of December 31, 2023, the company’s credit portfolio comprises approx. 2,100 customers.

In 2023, the company made 1,191 financing transactions; the average value of a transaction with
a customer in that period was approx. NIS 305 thousand. In 2022, the company made 1,384
financing transactions; the average value of a transaction with a customer in that period was

approx. NIS 245 thousand.

2.6.7.5 Other
In 2023, Gama had approx. 500 active customers in one or more of the products included in these
areas of activity. Most of Gama’s customers in this subsegment are Israeli businesses. Gama has
no single customer who accounts for 10% or more of its income as per its consolidated financial

statements.

2.6.8 Competition

2.6.8.1 Acquiring aggregator and factoring of payment card vouchers

Gama’s key competitors in the field of factoring of payment card vouchers are the acquiring
companies that bring forward payments to merchants or conduct factoring of payment card
vouchers, both directly and through subsidiaries (Isracard and its subsidiary “Tzameret Mimunim”,
Max and its subsidiary “Max It Discounting Ltd.”, CAL and its subsidiary “Iatzil Finance”).
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In the aggregators market Gama triggered competition. Gama believes that despite the fact that
acquiring aggregators do not publish the scope of their activities, and despite the fact that Gama
does not know their exact number, it has the largest market share in the Israeli acquiring
aggregators market. However, as of the report date, Gama’s market share in the acquiring
aggregator market, which has been growing at a very fast rate since the commencement of the
activity, is still lower than the scope of the acquiring activity of any of the established acquiring

companies.

In order to beat its competitors, Gama operates on a number of levels - price, reputation and
quality of service, while leveraging its in-depth familiarity with the business and retail markets.
Gama also leverages its knowhow, reputation, long-serving and experienced staff, high-quality
service and professional experience with regard to the advanced IT systems it puts at the disposal
of its customers in its capacity as an entity factoring payment cards vouchers for thousands of
Israeli merchants - in favor of promoting its acquiring aggregator activity. However, the significant
increase in interest rates in Israel, its effect on the general activity, and the aggressiveness of the

competitors might have a negative effect on Gama’s continued extensive growth in this field.

The turnover of transactions cleared through Gama as an acquiring aggregator in 2023 amounted
to approx. NIS 16.3 billion (compared with approx. NIS 14.6 billion in 2022 and approx. NIS 12
billion in 2021). This increase reflects a continued and consistent increase in the number of
merchants conducting their acquiring activities via Gama, as well as the increase in business
activity in Israel.

2.6.8.2 Financing against post-dated checks (check factoring)

Gama is of the opinion that the market share of non-bank players is on the increase due to the
regulation of the market by the legislature. Competition in the market - in accordance with the risk
levels of each player - revolves around a number of key parameters: reputation, quality of services
and interest rates.

Gama is unable to quantify its market share in the field of financing against post-dated checks,
since it does not have access to the data of other players in this field.

Gama believes that its advantages in this subsegment stem from its many years of experience in
the field of credit, its relationships with thousands of merchants, including merchants from the
credit card acquiring activity, its high professional standards in the field of compliance and
mitigation of money laundering risks, its exacting corporate governance practices and strict credit
risk management coupled with a low risk appetite. These parameters are also reflected in the Aa3
rating with a stable outlook that was assigned to Gama by Midroog and reaffirmed over many
years by the credit rating agency. Gama’s financial robustness and strict compliance with
underwriting procedures allow it to raise financing at low interest rates and leverage that financing
in the form of competitive credit to its customers, as well as a negligible specific loan loss provisions
for impaired debts. However, as stated above, Gama opted to reduce its activity in this field in

accordance with its risk appetite.
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2.6.8.3 Financing provided against real estate properties

Gama’s key competitors in this field are mainly banks, institutional entities, credit funds and

various non-bank financing companies.

Gama is unable to quantify its market share in this field, since it does not have access to its
competitors’ data or to the data of other players in this field; however, it believes that its market

share is very small.

Gama believes that its advantages in this subsegment stem from its reputation as a solid and
stable company, which has been serving thousands of Israeli businesses for many years and has
a large-scope credit portfolio. In addition, the fact that The Phoenix Construction Financing has
been a wholly-owned subsidiary of Gama since the beginning of 2024 will allow Gama to increase
it ability to compete in this area of activity, both in view of the access it has to customers and
developers, and in view of its position as a well-known, reputable and active market player in the
real estate market with tens of customers that had already used its services.

2.6.8.4 Loans for businesses

Competition in this field has been intensifying following the entry of new players. The main entities
active in this field are banks, institutional entities, credit funds and various non-banking financing

companies.

Gama is unable to quantify its market share in this field, since it does not have access to its
competitors’ data or to the data of other players in this field; however, it believes that its market

share is very small.

Gama believes that its advantages in this subsegment stem from its reputation as a solid and

stable company, which has been serving thousands of Israeli businesses for many years and has

a large-scope credit portfolio. Gama'’s financial robustness allow it to raise funding sources at low

interest rates and leverage that financing in the form of competitive credit offering. All this

alongside a personal, fast and professional service, customized to meet the customers’ needs.
2.6.8.5 Other

To the best of Gama’s knowledge, its key competitors in these areas are banks, institutional
entities, credit card companies, and non-bank entities. The vast majority of the guarantees to
businesses are controlled by the banking system, and so is the credit advanced to small and

medium businesses.

Gama is unable to quantify its market share in these market segments, since it does not have
access to its competitors’ data or to the data of other players in these fields; however, it believes

that its market share is small.

When competing with other entities, Gama highlights its relative advantages, it long-standing
reputation within the business sector in Israel, its financial strength, arising, among other things,
from its being a wholly-owned subsidiary of The Phoenix Investments and Finances, and its long-

standing financial stability - a critical parameter of the capability to expand the activity in the field
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of financial guarantees; this is since the issuance of the guarantee depends on the beneficiary’s
consent to receive a company guarantee instead of a bank guarantee. In addition, the Company
specializes in the provision of credit to the business sector, and has extensive knowledge of the
market as a result of its provision of financing solutions that are customized to meet the
customer’s needs; it has the capability to maximize value proposition to the customer as a result
of its other activities with the Company, such as acquiring (as an aggregator), and the factoring
of payment card vouchers, the fact that it offers high-quality fast services, and the conditions at
which Gama offers those services to its customers.

2.6.9 Seasonality

2.6.9.1 Acquiring aggregator and factoring of payment card vouchers

This subsegment is related to the activity of the Israeli retail market, and as such it is impacted
by changes in trade volumes; thus, for example, sales increase before the Jewish holidays
(the High Holidays and Passover) and, as a result, the volume of Gama'’s activities in this
subsegment increases accordingly or declines during crisis periods, such as war, security
events or exceptional economic events.

2.6.9.2 Financing against post-dated checks (check discounting), financing provided

against real estate properties, loans to businesses and others

These subsegments are not impacted by seasonality; therefore seasonality is not expected to

have a material effect on Gama’s activities in these subsegments.

2.6.10 Specific regulation

Gama is subject to the following regulatory requirements and restrictions by virtue of
the regulations relevant to all its areas of activity:

Financial Services Supervision Law (Requlated Financial Services), 2016

The Financial Services Law stipulates, among other things, that entities engaged in the provision of
financial services are required to have the relevant license; the said law also imposes restrictions
and sets provisions applicable to those entities in connection with the management of their business

activity in the field of provision of financial services.

The Commissioner of the Capital Market, Insurance, and Savings is charged with the application of
the provisions of the Financial Services Law (hereinafter - the “Commissioner”). In its capacity as
the official charged with the application of the provisions of the said law, the Commissioner has
extensive regulatory, compliance, and administrative review powers, including the power to impose
monetary sanctions. Providers of financial services are required to comply with the Commissioner’s
directives and guidance as published from time to time. From time to time, the Commissioner

publishes circulars that provide guidance regarding the activity of financial services license holders.

As of the report date both Gama and Gama Financing hold an expanded license for the provision of

credit and an extended license for the provision of services in financial assets.
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The Prohibition on Money Laundering Law, 2000

The purpose of the Prohibition on Money Laundering Law is to prevent money laundering in Israel
through, inter alia, institutional entities and financial services providers. The provisions of the said
law include three key requirements applicable to Gama which engages in the provision of credit

against post-dated checks:

The Prohibition on Money Laundering (Credit Providers' Requirements regarding Identification,
Reporting and Record-Keeping for the Prevention of Money Laundering and the Financing of
Terrorism) Order, 2018 (hereinafter in this section - the “Order”) came into effect in 2018. The
Order requires all credit providers (including Gama) to identify the customer and verify his details,
implement a “know your customer” procedure, report certain actions to the Israel Money Laundering
and Terror Financing Prohibition Authority in accordance with the Order, have in place controls
regarding the activity of the service recipient, ensure that customers are not included in the list of
terror organizations and terror activists, and meet documentation and document retaining
requirements. The Prohibition on Money Laundering (Credit Providers' Requirements regarding
Identification, Reporting and Record-Keeping for the Prevention of Money Laundering and the
Financing of Terrorism) Order, 2020 was issued in 2021; this order amends the 2018 Order and
imposes, inter alia, similar requirements on provision of services in financial assets.

Bills of Exchange Ordinance [New Version]

A deferred receivable is a bill that has the characteristics set in the Bills of Exchange Ordinance.
The Bills of Exchange Ordinance regulates the endorsement of the receivable (the check) by one
person to another, such that the rights attached to the receivable (the check) are transferred to the
endorsee; the Bills of Exchange Ordinance also regulates the rights of a “holder in due course” of a
bill.
Law for Reducing the Use of Cash, 2018

In accordance with the recommendations of the Locker Committee, the Law for Reducing the Use
of Cash outlines a policy for reducing and limiting the use of cash as a means of payment in the
Israeli economy, with the main objectives being taking action against “black capital”, economic
crimes and money laundering, and expanding the tools available to the government in its efforts to

achieve those objectives.

Furthermore, the Law for Reducing the Use of Cash sets restrictions on endorsement of checks
whose amount is higher than NIS 10,000; however, the said restrictions do not apply to
endorsement in favor of a regulated financial entity; nevertheless, restrictions have been placed as
to the number of endorsements and the identity of the endorsers. The Ministry of Finance may
prescribe that such an endorsement shall only be allowed with respect to services he specifies. As
of the report date, no such restrictions were placed.

The Fair Credit Law, 1993

The Fair Credit Law applies to loans extended by lenders to individuals or licensed dealers (i.e. - it
does not apply to loans extended to corporations other than those types of corporations specified
by the Minister of Justice).
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The objective of the Fair Credit Law is to protect consumers in the credit market and increase the
competition in this field by setting the maximum cost of a loan, which is not linked to the consumer
price index, and by prescribing that the actual cost of the loan, as defined in the Fair Credit Law,

shall not exceed the said maximum cost.

It is also prescribed that the maximum rate of arrears interest imposed on such loans shall not

exceed 1.2 times the interest payable on the loans.

Furthermore, the Fair Credit Law prescribes disclosure requirements applicable to lenders in respect
of each credit transaction; the aim of this provision is to protect borrowers.

The Credit Data Law, 2016

The Credit Data Law aims to reduce any asymmetry in connection with financial information,
increase the competition in the retail credit market as well as the accessibility of credit, reduce the
discrimination in the process of granting credit as well as the economic gaps, and create a database

of non-identifying information to be used by the Bank of Israel in carrying out its functions.

Gama operates as an Information Source as per the Credit Data Law; as such, it transfers
information to the database run by the Bank of Israel, and on the other hand it is entitled to receive
information from the said database, all in accordance with the provisions of the Credit Data Law
and the provisions applicable to Gama thereunder.

The Payment Services Law, 2019

The law, which came into force in October 2020, cancels the Payment Cards Law, 1986, and
regulates, among other things, various aspects of the relationships between the provider of payment
services and a payer, and between the provider of payment services and a beneficiary (the
merchant), when means of payment are used; this law includes provisions whereby the provider of
payment services shall transfer funds to the merchant immediately or within a reasonable period of
time agreed upon with the merchant; the law also prescribes general provisions regarding the
execution of payment instructions and liability arrangements pertaining thereto. As of the report
date Gama is unable to assess the expected impact that the changes arising from the Payment
Services Law will have on its activity.

Requlation of Engagement in Payment Services and Payment Initiation Law, 2023

The provisions of The Regulation of Engagement in Payment Services and Payment Initiation Law,
2023 (hereinafter - the "Regulation of Engagement in Payment Services Law") will come into
force gradually as from June 6, 2024 (hereinafter - the “Effective Date”). This law will regulate a
new supervision and licensing regime by the Israel Securities Authority, which will apply to providers
of payment services, which are not supervised by The Bank of Israel; it prescribes a range of
provisions regarding the activity of license holders. Gama, which currently holds a license for the
provision of services in financial assets by virtue of the Financial Services Law, will be allowed to
continue its engagement in the field of payment services without having to hold a license under the
new law for up to 24 months from the Effective Date (provided that it notifies this to the Israel
Securities Authority and files a license application within 18 months from the Effective Date). The

Israel Securities Authority started publishing the first procedures regarding the supervision regime
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as per the law, and regarding the licensing process that will include an assessment of the applicant’s
business plan, a requirement to meet capital requirements, assessment of the technological means
of the license holder and more.

The Privacy Protection Law, 1982

The Privacy Protection Law and the regulations promulgated thereunder require each company to
assess the databases it owns and possesses, and, among other things, determine the level of
security required therein. Gama has lawfully registered databases. Gama operates in accordance
with the regulations in order to ensure that the appropriate security level is maintained and that
the information it holds is protected in accordance with the provisions of the law.

The Insolvency and Economic Rehabilitation Law, 2018

The provisions of the Insolvency Law focus or rehabilitation of corporations and debtors. The
provisions of the Insolvency Law work for the benefit of debtors, but do not allow them to evade
paying debts; therefore, Gama believes that the law’s impact on its activities shall not be material
or different than its impact on other financial entities.

Banking Law (Licensing), 1981

Section 21 to the Banking Law (Licensing) Law allows non-bank corporations to extend credit
originating, inter alia, from the issuance of notes (as defined in Section 35a to the Securities Law),
the issuance of which requires the publication of a prospectus in accordance with Section 15 to the
Securities Law, subject to compliance with certain conditions. The said section sets, among other
things, a cap on the maximum amount that can be raised by way of issuing bonds; it also stipulates
that the loan extended does not constitute a residential loan whose repayment is secured by a
mortgage, an undertaking to register a mortgage or the mortgaging of rights in land.

Restrictions under the acquiring aggregator agreement

In accordance with the provisions of the acquiring aggregator agreement, Gama undertook not to
conduct cross-border acquiring activities, i.e. - not to conduct acquiring transactions for foreign
merchants, as this term is defined in the acquiring aggregator agreement.

The PCI DSS V3.2.1 standard

Gama is PCI compliant. The purpose of the PCI standard is to secure the sensitive data handled by
organizations operating in the payment card industry (data that allow the execution of transactions).
The standard defines the security level required from entities handling payment cards numbers,
with the level of security being in line with the amount of data. Gama is classified to the highest

security level.

The standard defines how data are to be saved and the requirements an entity needs to comply
with in order to expose them. The standard requires entities to pass a strict annual assessment by
a Qualified Security Assessor, at the end of which organizations receive an annual certificate saying

that they are PCI compliant.
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2.6.11 Financing

Gama funds its activity using its own sources, funds received from banks and institutional entities

(mainly through loans, capital raising and by way of issuing bonds to institutional entities and

commercial securities).

Details about the effective interest rate and the average interest on loans received from

banks and non-bank entities, divided into short-term and long-term loans:

Bank credit

sources

Institutional

entities

Short-term loans

Long-term loans

Short-term loans

Long-term loans

Bonds (Series B)

Bonds (Series C)

Effective interest rate

(In the range)

For 2023

6%-5.5%
6.5%-6%
7%-5%
7%-6%
3.22%

5.99%

Average interest rate

(In the range)

For 2022 For 2023
- 6%-5.5%
- 6.5%-6%
4%-2% 7%-5%
4%-2% 7%-6%
3.22% 3%
3.21% 5.85%

For 2022

4%-2%

3%-2%

3%

3.07%

Type of
interest

variable

variable
variable
Fixed

variable

Loans taken by Gama from institutional and banking entities (in NIS thousand), interest rates

payable thereon and their term:

Collateral
(+)

Pledging of
receivables

Pledging of
receivables

Pledging of
receivables

Pledging of
receivables +
financing
agreements

Pledging of
receivables

Annual
interest

(In the
range)

Between
Prime and
Prime + 1%

Between
Prime and
Prime + 1%

Between
Prime and
Prime + 1%

Between
Prime and
Prime + 1%

Between
Prime and
Prime + 1%

Loan
period

Years

4.5

3.0

3.0

3.0

3.0

Balance as
of
December
31, 2022
(estimated
value)

250

44

200

Balance

as of
December 31
, 2023
(estimated
value)

139

98

40

200

75

The
loan
amount
- in NIS
million

Purpose of
the loan

Receivables
financing

Financing a
real estate
portfolio

Financing a
real estate
portfolio

Financing a
real estate
portfolio

Receivables
financing

Date of
loan
provision

8/2020

7/2023

8/2021

9/2021

04/23

The amount of pledged receivables provided as collateral to the credit providers exceeds the balance of Gama'’s outstanding debt to

those credit providers. In the event that the collateral are realized, the institutional entities that provided the loan can use them to

repay the debt owed to them, and the remaining balance of pledged receivables shall be used to repay Gama’s debts to its unsecured

creditors.
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It is noted that subsequent to the report date, on January 1, 2024 and as part of The Phoenix
Construction Financing’s becoming a subsidiary of Gama, as stated above, The Phoenix Insurance
advanced to The Phoenix Construction Financing a loan of approx. NIS 306 million. The loan - with an
average duration of up to 3 years - bears interest at market rates, which was set, among other things,
taking into consideration the yield of the Company’s traded Bond (Series C) bearing variable interest,
as of the loan advancement date.

Credit facilities

By virtue of a credit facility’s instrument of approval of January 3, 2023, Gama has in place a credit
facility of approx. NIS 200 million from a bank; the facility will expire on December 31, 2024. The
credit facility’s instrument of approval sets out a number of preliminary conditions for the utilization
of the credit facility, including, inter alia, a requirement whereby the credit will be extended against
receivables deposited with Gama'’s accounts with that bank, with those receivables being pledged in

favor of the said bank. As of the report date, this facility has not been utilized.

On January 3, 2023, Gama’s Board of Directors approved the receipt of a fixed credit facility from
another bank; the amount of the credit facility is NIS 100 million, and it is due to expire on April 30,
2024. The credit facility’s instrument of approval sets out a number of preliminary conditions for the
utilization of the credit facility, including, inter alia, a requirement whereby the credit will be extended
against receivables deposited with Gama’s accounts with that bank, with those receivables being

pledged in favor of the said bank. As of the report date, this facility has not been utilized.

Shareholder loans

On April 29, 2008, The Phoenix Investments and Gama signed a shareholder loan agreement, which
was amended on May 27, 2021, by virtue of which The Phoenix Investments advanced to Gama a
shareholder loan of NIS 50 million. The loan's principal shall be repaid in 6 equal annual installments,
with the first payment due in October 2022. Repayments on account of the loan’s principal shall be
made provided that there is no impediment to making repayments on account of the loan’s principal
in accordance with the terms of the subordination letters. As of the report date, the balance of the

loan principal amounts to approx. NIS 33 million.

Subsequent to the reporting date, on January 1, 2024, The Phoenix Holdings provided to Gama and/or
its subsidiaries, an approx. NIS 200 million guarantee, in accordance with the needs of Gama group

companies, and Gama will pay a fee in respect of actual utilization of the guarantee.
2.6.12 Material agreements

Acquiring aggregator agreement

In July 2017 Gama and CAL signed an agreement, amended from time to time, whereby Gama shall act
as an acquiring aggregator. In view of the provisions of Section 7B to the Banking Law (Service to
Customers), an acquiring entity is prohibited from terminating its agreement with the aggregator on

unreasonable grounds.
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By virtue of the agreement, Gama shall provide acquiring aggregator services to merchants through
CAL, which delivers to Gama the transactions’ proceeds less a variable fee, which is derived from the
overall turnover of all merchants that worked with CAL using Gama’s acquiring aggregator services
during that month. Gama credits the merchants in accordance with the agreements between the

merchants and Gama.

The agreement sets out instances in which CAL will be allowed to terminate the agreement with
immediate effect, including if the regulations or tariffs of the international payment cards organizations
will be modified in a way that will impact the execution of the agreement; if the agreement between
CAL and the other payment cards companies shall be changed in a manner which makes it impossible
or difficult to execute the agreement; if an instruction or a decision to do so is issued by the Israel
Competition Authority; if an issuer refuses to pay CAL the vouchers’ proceeds, and if the interchange

fee increases.

CAL is required to approve each of Gama’s engagements with merchants, provided that its decision is
reasonable and lawful. The acquiring aggregation agreement with CAL will expire on January 5, 2025,

as per the agreement’s terms and conditions.

Furthermore, in November 2022, Gama entered into an acquiring aggregator agreement with Premium

Ltd., as subsidiary of Isracard in connection with the American Express brand.

Aqreement with Matrix I.T.E.R.P Solutions Ltd.

For details about the agreement, see Section 2.6.16 below.

Engagements with payment card companies for the provision of payment card vouchers
factoring services

In November 1999 Gama and Isracard entered into an agreement whereby Gama shall provide payment
card vouchers factoring services to merchants who use Isracard’s acquiring services; under the said
agreement, Isracard has undertaken to pay Gama the vouchers’ proceeds that will be assigned to Gama

by the merchants. Each of the parties may terminate the agreement by giving a 30-day advance notice.

In November 2004 Gama and Max signed an agreement whereby Gama may provide payment card
vouchers factoring services to merchants who use Max'’s acquiring services; under the said agreement,
Max has undertaken to pay Gama the vouchers’ proceeds that will be assighed to Gama by the
merchants. Subject to the terms of the agreement, it shall be renewed automatically every two years,
unless one of the parties has informed the other (by giving it a 60-day advance notice) that it does not

wish to extend the term of the agreement.

In March 2011 Gama and CAL signed an agreement whereby Gama may provide payment card vouchers
factoring services to merchants who use CAL’s acquiring services; under the said agreement, CAL has
undertaken to pay Gama the vouchers’ proceeds that will be assigned to Gama by the merchants.
Subject to the terms of the agreement, it shall be renewed automatically every two years, unless one
of the parties has informed the other (by giving it a 60-day advance notice) that it does not wish to

extend the term of the agreement.

The Phoenix Holdings Ltd. 1-147



Description of the Corporation’s Business ‘(Phoenlx

It should be noted that in August 2011, subsequent to the signing of the said agreements, Section 7A
to the Banking Law (Service to Customers) was enacted, whereby an entity providing acquiring services
shall only be allowed to refuse entering into engagement with entity providing payment card vouchers
factoring services for reasonable reasons and as provided by law; therefore, the expiry of Gama’s said

agreements is subject to the provisions of said law.

Agreements for assignment by way of sale of payment card transaction vouchers to banks

In 2015-2016 Gama entered into separate agreements with Bank Leumi le-Israel B.M., Bank Hapoalim
Ltd., Israel Discount Bank Ltd., and Mizrahi Tefahot Bank Ltd., for the execution of assignment
transactions by way of sale of Gama'’s rights to receive funds in respect of the factoring of payment

card transaction vouchers, which were assigned to Gama by merchants.

As part of the agreements with the banks, it was agreed that Gama shall irrevocably assign to each of
the banks, by way of sale, its rights to receive funds in respect of vouchers cleared for certain merchants
by a certain acquiring services entity, in connection with management and factoring agreements signed
between Gama and the merchants, whereby the merchants assigned to Gama their rights to receive
funds from the acquiring services entities in respect of payment card transaction vouchers executed
with cardholders. Pursuant to the provisions of the agreements with the banks, Gama gave the acquiring
entities an irrevocable order to deposit the proceeds in respect of the vouchers directly with the bank.
Each of the agreements with the banks may be terminated by each of the parties, at any given time

and for any reason, by giving a 30-day advance notice.

Subject to the agreements for the sale of the payment card transaction vouchers, Gama entered into
agreements with each of the said banks for the purpose of regulating Gama'’s activities with the relevant
bank.

Agreement for the provision of credit management services and Sale Law guarantees
between The Phoenix Insurance and The Phoenix Construction Financing

Subsequent to the reporting date, on January 1, 2024, and as part of the restructuring carried out in

the group’s credit activities, and the transfer of The Phoenix Construction Financing to Gama as
described above, an agreement came into effect for the provision of credit management services and
Sale Law guarantees between The Phoenix Construction Financing and The Phoenix Insurance. In
accordance with the agreement, The Phoenix Financing and Construction is entitled to annual
management fees in respect of the management of The Phoenix Insurance’s remaining credit portfolio
pertaining to projects financed by The Phoenix Construction Financing, and in respect of the
management of the issuance of Sale Law policies, both in relation to the existing portfolio and in relation
to new projects (if any are approved by The Phoenix Insurance), issuance of performance guarantees
and other guarantees required in projects financed by The Phoenix Construction Financing. The
management fees were set, among other things, based on the opinion of an expert, whereby the
principles for collaboration in connection with future activity and the management services as described

above are in accordance with market conditions.
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2.6.13 Marketing and distribution

Gama’s marketing, distribution and support activities are conducted through a number of channels:
Gama has a team of highly-experienced portfolio managers, who are deployed nationwide. In addition,
Gama has a telemarketing call center providing services through inbound and outbound calls.
Furthermore, Gama has a website, which provides its customers with useful financial information on a
daily basis about the merchant’s transactions, their reception after transmission and the payment
thereof. Furthermore, Gama has in place business collaborations with professional organizations that
represent many businesses and refer members to use Gama’s services. Gama also conducts targeted
media campaigns for the business sector.During the reporting year, Gama increased its marketing and
advertising expenses, including, among other things, in order to increase its exposure to potential
customers of its business financial guarantees product, which is a relatively new product on the market,

and in order to expand its business credit activity, and financing against real estate activity..

Furthermore, in February 2023, Gama'’s Board of Directors decided to change its branding, such that it
reflects the fact that it is part of the Company’s finance group, and consequently also reflect Gama’s
financial robustness and strength as a result of being part of that group. The change in branding reflects
a further step in the implementation of Gama'’s business strategy as the leading business credit solutions

entity; this change enhances Gama'’s ability to compete in this market.

2.6.14 Intangible assets

Gama has set out an in-house computing function charged with the running of Gama’s computer
systems which are based on Matrix’s systems. Every year, Gama invests many resources in upgrading
and maintaining its computer systems and infrastructures, and in adapting them to the company’s
needs.

Gama maintains a remote disaster recovery site and practices the use of that site that will be used as

its main site in case of an emergency (the shutdown of the main site).

Gama has six verbal trademarks, which are registered as trademarks.

2.6.15 Human capital

As of the report date, Gama's workforce comprises 170 employees and managers (including service
providers and IT employees under a service agreement with Matrix) working full- or part-time. Work

relations in Gama are positive and constructive.

In January 2024, the Company’s CEO, Mr. Ariel Genut informed the Company’s Board of Directors that
he wishes to terminate his term of office in the Company. Mr. Genut has an undertaking to give a one-
year advance notice, through January 31, 2025. As of the report publication date, the actual termination

date has not yet been set and a replacement has not been named.

In 2022, Gama’s Board of Directors decided to implement a restructuring that is designed to support its
transition from product-based management to customer-based management. This change constitutes
an implementation of Gama’s strategy for growth in the Credit Segment and an increase in the synergy

between all financial products Gama offers its customers, while maximizing the potential of its customer
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base in its different products. Accordingly, as part of this change, the sales units of Gama’s products
were consolidated into a single sales and distribution function; most of the operations and service
functions of Gama'’s different products were consolidated into a single operations and service function.
Furthermore, in 2022, Gama added a legal counsel function to the company, which is also responsible

for compliance and regulation.

It is noted that further to the implementation of Gama’s strategy to achieve growth in the credit
segment, during the reporting year other organizational changes were made that support this strategy,
the key of which include the adding of an organization-wide credit manager, who is in charge of all of
the products and serves as a VP and member of management, and the appointment of a Chief Risk
Officer.

Description of Gama’s organizational structure

Gama - Organizational structure

Board of
Directors

Recon-
dliation -
credit
cards and
information

| Finandng
provided
against

real estate
properbes

Sales and
Business

Legal counsel
and HR management

.ﬁ.dlj'lljrla|
credit

Chedks
factoring

products

(*) Some of the officers, who serve in the organization-wide functions, are also in charge of the

management of one and/or more of the products.
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Benefits and the nature of Gama employees’ employment agreements

Gama’s employees are employed through personal agreements. Employees’ terms of employment
include, among other things, wages, provisions for pension fund, executive insurance policies and
advanced education fund. The employees are also entitled to paid sick leave, paid annual leave and
recreation pay as is generally accepted in Gama and based on the number of years they have been
employed by Gama. From time to time Gama awards bonuses to its employees subject to the discretion

of its management and its financial results.

In March 2022, Gama approved an option allocation plan by virtue of which it allocated - during 2022 -
options to officers, managers and other Gama employees. After Gama became a privately-held company

in August 2023, all of the options awarded by virtue of that plan were cancelled.

In November 2023, Gama’s Compensation Committee and Board of Directors approved a new option
plan for officers, managers and employees of Gama and The Phoenix group, by virtue of which the
Company’s Board of Directors approved the award of options to Gama'’s shares, to employees and

officers of Gama and The Phoenix group, on January 31, 2024 and March 4, 2024.

The entire amount of Gama’s current liabilities for employee rights upon retirement is covered by
contributions to executive insurance polices and pension funds. The remaining balance of Gama’s
liabilities for employee rights upon retirement beyond the amounts contributed to executive insurance

policies and pension funds are provided for as a liability in the financial statements.

On February 6, 2024, Gama received notice from the National Labor Federation in Eretz-Israel whereby
the latter will be the representative employee organization among Gama’s employees, after the joining
of the required majority of the company’s employees to whom the collective agreement will apply. On
February 7, 2024, a further notice was received from the National Labor Federation in Eretz-Israel,
whereby in view of requests of the representatives of the employees committee (hereinafter - the
“Representatives”), and after talks held among the members, the Histadrut agreed to the
Representatives’ request to suspend proceedings and wait for Gama'’s reply regarding the recognition
of the National Labor Federation in Eretz-Israel as a representative employee organization; such reply
will be issued once the organizational changes made in Gama - including finding a replacement for the
CEO - are finalized.

2.6.16 Suppliers and service providers

As of the report date, Gama has an engagement with a material supplier - Matrix I.T. Solutions Ltd.

(hereinafter - “"Matrix”).

In 1998 Matrix granted Gama a non-exclusive license to use a software it developed. Over the years
software were developed that are used exclusively by Gama as part of its payment card factoring
activities. The development is conducted, inter alia, through Matrix’s software developers who work at

Gama's offices.
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In July 2005 Matrix signed a document titled “Continued Joint Work Relations” in which it clarified that
the systems and code that were developed for Gama are exclusive to Gama and Gama has exclusive
rights of use therein, such that those systems and code shall not constitute part of Matrix’s systems,

without first obtaining Gama's written consent.

2.6.17 Legal proceedings

As of the report date, Gama and its subsidiaries are not parties to material legal proceedings.
2.6.18 Objectives and strategy

Gama's strategy is assessed and impacted by, among other things, the changes taking place in its areas

of activity and the continued increase in the number of competitors in each of those areas.

The company’s business strategy focuses on serving as a one-stop-shop that will provide its business
customers with credit, financing and financial services. Accordingly, Gama aims to achieve continued
growth in its areas of activity by marketing and promoting the credit and financing solutions it provides

businesses with through its range of platforms.

Gama works to strengthen and enhance its direct relationships with all its customers and recruiting new
ones, while increasing its service offering and providing solutions to its customers’ varied needs, and at
the same time increasing the added value it generates to its customers. Gama’s extensive range of
services, its position in the field of credit card acquiring aggregation and factoring, its many years of
experience and its high professional standards constitute an excellent basis for continued growth in its
existing areas of activity and for entering into new related fields. As of the report publication date, Gama
is in the process of considering and formulating a strategy for promoting its various activities in the next

few years.

In addition, the activity of the subsidiary - The Phoenix Construction Financing - which has been a
wholly-owned subsidiary of the Company since January 1, 2024, will also support the implementation
of the company’s strategy to serve as a credit hub for businesses, and will allow the maximization of
the synergies for the Group’s customers in the fields of real estate and infrastructures and not only in
the fields of retail and consumption, which - up until the reporting period - constituted a substantial

part of the company’s customers as part of the payment cards activity.

Alongside the expansion of its activity, Gama aims to increase profitability while consistently aiming to

adjust prices to risks in all of its products.

Since its IPO, in 2021, Gama has been investing in improving its technological infrastructures, the risk
management aspects of its activity, and specifically the credit risk, improving and streamlining the work
processes, corporate governance, recruiting professional and experienced employees - all in order to

achieve the strategic objective of sustainable and controlled growth.
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2.6.19 Credit risk management

Generally, Gama is engaged in extending credit to licensed dealers and corporations through a range
of products. As part of its activity, Gama is exposed to the risk that borrowers will fail to repay the credit
or become insolvent. Gama works to reduce the said exposures based on its experience, while
implementing an underwriting, control and risk-monitoring methodology it developed over the years.
The provision of credit is assessed by a skilled and highly-experienced team and approved by the

competent functions in accordance with the hierarchy of authority Gama has in place.

2.6.20 Discussion of risk factors

The following table summarizes the key risk factors which may affect the course of Gama’s business in
its various areas of activity. Risks are described according to their nature - macroeconomic risks,
industry-specific risks, and risks that are specific to Gama. The risks are ranked according to the
assessment as to their effect on Gama’s business as a whole made by Gama’s management. For details,

see Note 41 to the Financial Statements.

Following are the risk factors listed above, and Gama’s assessment of their potential effect on Gama

and its activity:

Moderate

effect Minor effect

Risk factor High effect

Macroeconomic risks

Deterioration in the Israeli economy X

Interest rate change X
Liquidity and funding sources X

CPI risk and foreign currency risk X
Industry-specific risks

Increased competition X
Technological changes X
Compliance risks X
Regulatory changes X

Legal risks X
Specific risks

Credit Risk X

Fraud and embezzlement X

IT systems, information security and cyber X
risks

Goodwill
Liquidity risk
Collection risk

Key personnel dependency

x| X X| X X

Operational risk
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It should be emphasized that there are other risk factors that are specific to each of Gama’s areas of activity

that are not detailed above but which could affect them.

The information presented above in this chapter includes forward-looking information, as defined in the
Securities Law, 1968. This information contains, inter alia, forecasts, targets, assessments and estimates
relating to future events or matters, including reference to various risk factors and developments as described
in the report, the materialization of which is uncertain and may be impacted by various factors which are
beyond the Company’s control. Forward-looking information is not a proven fact and is based, in part, on the
Company's estimates, which are based on various, diverse data and entities that have not been verified or
confirmed by the Company. It is hereby clarified that actual results may differ from those which is described
herein. Forward-looking information refers exclusively to the date on which the report was written, and the
Company is under no obligation to revise and/or change any information pertaining to forward-looking
information as presented here, insofar as it becomes aware of any additional information in connection with

such information.
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2.7 Distribution (agencies)

2.7.1 General information about the segment

General

The Company holds 79.412% of the shares of The Phoenix Agencies, which holds several
insurance agencies. The agencies provide brokerage and marketing services in connection with
pension, insurance and financial products of several insurance companies, including The Phoenix
Insurance, as well as products of investment houses and other institutional entities. The rate of
premiums received through insurance agencies controlled by the Group out of total premiums in
The Phoenix group in 2022-2023:

Premium rate Premium rate
Type of product in 2023 in 2022
Life insurance 21.83% 20.5%
Retirement (Pension and Provident) 32.94% 29.8%
Health - individual 14.3% 13.6%
Property and casualty insurance 11.4% 9.8%

It should also be noted that in 2022 the rate of fees and commissions received in respect of the various
products through agencies controlled by the Group out of the total fees and commissions in the insurance

agencies segment was approx. 6.2%.1°

Holding structure of The Phoenix Agencies

In December 2022, the competent organs of The Phoenix Agencies and Agam Leaderim Holdings (2001)
Ltd. (hereinafter - "Agam Holdings”), a company in which The Phoenix Agencies had a 60% stake,
approved a merger offer between the two aforesaid companies, in accordance with a merger agreement
under which Agam Holdings was wound up and merged with and into The Phoenix Agencies in
consideration for allotment of ordinary shares of The Phoenix Agencies that were issued to the other
shareholders of Agam Holdings. As of the report date, the Company holds 79.412% of The Phoenix shares,
Hagoz (2015) Ltd. (hereinafter - “Hagoz"), which is owned by Mr. Yitzhak Oz, holds 17.5% of The Phoenix
Agencies’ shares, and Y.H.G Sasson Ltd. (hereinafter - “"Y.H.G Sasson”), which is owned by Mr. Moshe

Sasson, holds 3.088% of The Phoenix Agencies’ shares.

Furthermore, an agreement in principle was signed in connection with the merger between the Company,
The Phoenix Agencies, and the other shareholders in The Phoenix Agencies subsequent to the merger
(Hagoz and Y.H.G Sasson), Mr. Yitzhak Oz and Mr. Moshe. Among other things, the agreement regulates

the following matters:

1. Executive Chairman: Mr. Yitzhak Oz was appointed Executive Chairman of The Phoenix Agencies,

Agam Israel and Shekel Insurance Agency (2008) Ltd.

16 The information is based on the data from Chapter 6 of the Commissioner Report for 2022.
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2. Options agreement: The options agreement of March 28, 2019, and the additions thereto of
December 31, 2019, between Yitzhak Oz, Hagoz, the Company and Agam Holdings (hereinafter - the
“Options Agreement”) under which a put option and a call option were awarded in respect of the shares
of Agam Holdings (see report on this issue of December 31, 2019, Ref. No. 126565-01-2019), will be
replaced with a new Options Agreement, where under the parties will have options in relation to The
Phoenix Agencies’ shares that will be held by Hagoz and Y.H.G Sasson following the merger (instead of
in relation to their shares in Agam Holdings). The consideration in respect of the exercise of any of the
options will be calculated based on an appraisal of The Phoenix Agencies, and in accordance with various
understandings in connection with the appraisal.

The period during which the put option may be exercised is January 1, 2027 through January 3, 2028.
The period during which the call option may be exercised is January 4, 2028 through January 4, 2029.
The Company may pay for the exercise of the options in cash or by allocating Company shares, subject
to its discretion. If the call option is exercised by allocating Company shares, the number of Company
shares that will be allocated to the seller will be increased by 1% compared with the number of shares
the seller would have received had it not been for this provision; this is compared with a 5% increase if
the put option is exercised by share allocation as stated above.

Other matters that will be regulated by the new Options Agreement are: (1) Enterprise value of The
Phoenix Agencies that will serve as a minimum price for the shares that will be held by Hagoz on the
option exercise date shall be calculated based on a multiple of 5 in respect of the average annual EBITDA
(income before interest, depreciation and amortization) for the past 24 months, net of minority interest
in accordance with the financial statements of The Phoenix Agencies, and without taking into account
various income and expenses agreed between the parties; (2) in the event of the issuance of The Phoenix
Agencies’ shares to the public, the call and put options will be canceled (Hagoz will be allowed to exercise

part or all of the put option before such issuance).

3. Other provisions: The agreement in principle includes other provisions, including, among other

things: Reference to various events in The Phoenix Agencies, such as the introduction of another investor
to The Phoenix Agencies; allocation of options by The Phoenix Agencies to officers in The Phoenix group,

including the Chairman of The Phoenix Agencies, and the manner of managing The Phoenix Agencies.

4. During the reporting year, the agreement in principle was amended such that Mr. Yitzhak Oz is entitled
to a bonus at the total amount of approx. NIS 5 million. Furthermore, Hagoz will be entitled to a further
bonus of NIS 20 million, which is conditional upon the sale of at least 50% of the remaining Hagoz shares,

as defined in the amendment to the agreement.

As part of the Company’s strategy to unlock value in the activities of the Group’s subsidiaries, the
Company entered into an agreement with an international investment bank in order to assess the
introduction of an international strategic investor as a partner in The Phoenix Agencies. As of the report
publication date and following delays due to the Iron Swords War, the Company is continuing to negotiate
with several global entities that have expressed their interest in investing in The Phoenix Agencies.

According to non-binding offers received by the Company, the enterprise value of The Phoenix Agencies
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ranges between USD 1 billion and USD 1.2 billion. At this stage, there is no certainty that the said
transaction will come to fruition. For further details, see the Company's reports dated August 30, 2023
and November 8, 2023 (Ref. Nos.: 2023-01-100341 and 2023-01-101827, respectively).

Following are data regarding the agencies and the material activities held by The Phoenix Agencies

(hereinafter - the “"Material Agencies”):

Shekel Insurance Agency (2008) Ltd. (hereinafter - “"Shekel”), an agency wholly owned by
The Phoenix Agencies. Shekel is an arrangement management agency, mainly in the field of life
insurance, long-term savings, financial and health insurance products; Shekel cooperates with all
insurance companies and investment houses in Israel which are engaged in its areas of activity.
Shekel operates through dedicated departments and through agencies and ventures it owns with
other partners. Among Shekel’s professional departments and areas of activity are the fields of
pension and provident funds, finance, health insurance, retirement services for retiring employees
and a center providing advice and personal response to queries from senior management of
various employers. Furthermore, Shekel provides personal services in connection with all
Property and Casualty Insurance subsegments, such as motor, home, marine, travel insurance

and more.

Shekel provides comprehensive services to employers and employees. Services to employees are
provided starting with the employee’s onboarding, throughout his/her service with the employer,
and until he/she retires or moves to another workplace; services include analysis and examination
of all existing pension plans and setting up a pension solution tailored to meet the employee's
needs. Services to employers include comprehensive operational pension services; as part of
these services, Shekel provides collection and acquiring services in relation to contributions
towards pension and automated statements, including a control and feedback system between

the financial institution and the employer.

Shekel employs 468 employees. Shekel renders services to approx. 5,200 employers, has approx.
220,000 active customers and owns more than 18 niche ventures, partnerships, subsidiaries and

initiatives.

In November 2023, Ms. Keren Shamir announced the termination of her term of office as Shekel’s
CEO, and in January 2024, Mr. Amit Keinan was appointed as her replacement, who served

through that date as a partner and manager in subsidiaries of Shekel.

The Employee Benefit Experts - Benefit Ltd. (hereinafter - “"Benefit”) - Benefit, which is
wholly-owned by Shekel, specializes in the provision of advisory services to organizations
(including provision of actuarial opinions), assessing and improving employees’ rights, benefits
and compensation, and supporting retirement schemes in various organizations. Benefit also

specializes in setting up advisory systems in the said areas. In addition, Benefit holds 100% of
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the rights in Benefit Life Insurance Agency (1995) Ltd., which is engaged in marketing pension
products.

Agam Leaderim (Israel) Insurance Agency (2003) Ltd. (hereinafter - "“Agam”): After the
completion of the merger between Agam Leaderim Holdings (2001) Ltd. and The Phoenix
Agencies, Agam is a subsidiary agency wholly owned by The Phoenix Agencies.

Agam is an arrangement management agency, mainly in the field of life insurance, long-term
savings, financial and health insurance products. Agam operates through dedicated departments
and through agencies and ventures it owns together with other partners. Among Agam'’s
professional departments and areas of activity are the fields of pension and provident funds,
finance, health and travel insurance, retirement services to retiring employees and a center
providing advice and personal response to queries from senior managements of various

employers.

Agam provides comprehensive services to employers and employees. Services to employees are
provided starting with the employee’s onboarding, throughout his/her service with the employer,
and until he/she retires or moves to another workplace; services include analysis and examination
of all existing pension plans and setting up a pension solution tailored to meet the employee's
needs. Agam provides comprehensive operational pension services to employers, including
collection and acquiring services in respect of contributions towards pension and automated
reporting, as well as a controls and feedback system between the financial institution and the

employer.

Agam employs 447 employees. Agam renders services to more than 200,000 active customers

and owns more than 20 niche ventures, partnerships, subsidiaries and initiatives.

Oren Mizrach Insurance Agency Ltd. (hereinafter - "Oren Mizrach”): a subsidiary agency
of The Phoenix Agencies, which holds approx. 70% of the equity and voting rights therein (directly
and indirectly). Mr. Oren Cohen serves as the agency’s CEO and holds (indirectly) approx. 30%
of the voting rights and capital in the agency. The agency operates in all insurance and finance
subsegments, with an emphasis on the Property and Casualty Segment. The agency also holds a
number of other agencies.

In the field of individual motor and home insurance - the agency operates, inter alia, through a
sister agency - Webprice Insurance Agency (2017) Ltd. - which developed a computer system
that generates a digital acquisition process that offers customers the most cost-efficient home
and motor insurance from among quotes by various insurance companies.

Oren Mizrach is growing, among other things, through mergers and acquisitions. During the
reporting period, 12 further transactions were executed to increase control in agencies or existing

portfolios or to acquire new portfolios and agencies at the total amount of approx. NIS 54 million.
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Cohen Givon Insurance Agency (1994) Ltd.: a subsidiary agency of The Phoenix Agencies,
which holds 52% of the equity and voting rights therein. The remaining shares are held directly
and indirectly by Mr. Ran Givon, who serves as the agency’s CEO. The agency specializes in

providing property and casualty insurance to municipalities and local authorities.

Ramon-Granit Insurance Agency (1994) Ltd.:
In February 2023, the sale of all of the shares of the Ramon Granit agency that were held by the
Company to Mr. Shuky Lesher was completed, and as of the report date The Phoenix Agencies

does not hold this agency.

T.A.L.S. Shades Life Insurance Agency (1987) Ltd.: an investee subsidiary agency of The
Phoenix Agencies, which holds 50% of the equity and voting rights therein (directly and
indirectly). The remaining shares are held indirectly by three partners, two of whom, Mr. Eli Lanir
and Mr. Yoram Nitzan, also serve as joint CEOs in the agency.

The agency is engaged in the fields of pension, health and individual risks insurance and
cooperates with all institutional entities operating in these areas. Furthermore, the agency has

diverse activity in most Property and Casualty Insurance subsegments.

Quality Pension Insurance Agency (2017) Ltd.: An agency held, as of the report date, at a
rate of 50.5% of the voting and equity rights by The Phoenix Agencies. Mr. Itay Barda serves as
the agency’s chairman and holds (indirectly) approx. 49.5% of the voting and equity rights. The
agency operates in the Life and Health Insurance Segments and in the long-term savings and
finance subsegments, mainly through sub-agents. The agency also holds a number of other
agencies. In the reporting period, the agency expanded its activity, by, among other things,
engaging with partners in engagements for setting up companies providing supplementary

services, and for the setting up and purchase of insurance agencies.

Other agencies: in addition to the above-listed agencies, The Phoenix Agencies operates
through other insurance agencies, held jointly with other shareholders (which, in most cases, run
the agencies). These agencies operate in the various areas of insurance, pension and provident
funds. The agencies are engaged in brokerage activities in the fields of pension, property and
casualty, life and other insurance.

2.7.2 Volume of activity

A. The area of activity's structure and changes therein

The Phoenix Agencies operates in the field of insurance agencies in Israel, which is an area of
activity regulated by the Commissioner of the Capital Market, Insurance and Savings Authority.
For the key applicable regulatory provisions, see Section 2.7.7 below.

During the reporting period, there was an increase in income and profits in The Phoenix Agencies’
areas of activity, including, among other things, as a result of its high technological capabilities,

level of service and unique services provided by its key agencies.
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In addition, the agencies have a comparative advantage stemming from their utilization of
synergies arising from mergers and acquisitions and collaborations in their areas of activity, which,
in the opinion of the Company, worked in their favor during the reporting year.

In February 2022, as part of the economic plan for 2023-2024, it was decided to set up an inter-
ministerial team for assessing institutional entities’ holdings in insurance agencies. The team was
appointed in April 2023 and was tasked with assessing the effect of institutional entities’ holdings
in corporations that constitute insurance agents on the activity of those agencies and their
objectivity in the process of marketing products, the measures that should be applied to deal with
those effects and the desired arrangement as to existing holdings of institutional entities in
insurance agencies. As of the report publication date, the committee has not yet published its
recommendations. .

For details about income, costs and income attributed to this area of activity, see Note 3 to the

Financial Statements.

The following success factors may be listed in connection with the distribution (agencies)

activity:

= High technological level as well as effective early adoption of new technologies.

m A range of diverse distribution channels.

= Retaining each agency’s comparative advantage in its field, including the field of arrangement
management.

= High-quality, fast, flexible and reliable customer service system.

m Significant financial capabilities.

m Flexibility and agreements with all Israeli insurance companies with the aim of providing
optimal solutions to customers.

= Management with experience in the field of agencies.

C. Major entry and exit barriers in area of activity
The following entry and exit barriers apply to the distribution (agencies) activity:
m Compliance with regulatory and legal requirements (see Section 2.7.7 below).
m Having in place the technological and professional platforms to support the area of activity.
m Experience, reputation and professional knowhow, as well as skilled manpower.
m Substantial financial capabilities.
m Obtaining a license from the Commissioner in accordance with the Supervision Law.

m Obtaining a control permit from the Commissioner in accordance with the Supervision Law.

2.7.3 Products and services

A. The agencies held by The Phoenix Agencies are engaged in mediation and distribution activities
in the fields of property and casualty, pension, life and other insurance. The agencies offer their

agents insurance products of a range of insurance companies, including those of the Company.
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Furthermore, the Company’s key agencies also offer technological solutions, as described in
Section 2.6 above.

B. In the opinion of The Phoenix Agencies, as of the report date no changes are expected to take
place in the scope and range of The Phoenix Agencies’ products and services. However, there is
a trend whereby agencies enter, in accordance with the law, to the area of distribution of other
products such as: alternative products, savings policies, and more.

C. Inthe opinion of The Phoenix Agencies, as of the report date, the Company’s market share in this
area of activity is not expected to decrease.

2.7.4 Customers

Customers of the distribution (agencies) activity comprise two primary groups:

A. In the field of agencies under arrangement, The Phoenix Agencies’ customers are employees and
employers who are customers of the agencies held by The Phoenix Agencies.
B. In other agencies held by The Phoenix Agencies, customers are both business customers and

individuals from all sectors of the economy.

As of the report date, The Phoenix Agencies is not dependent on a single customer, the loss of which

will have a material impact on this area of activity.

2.7.5 Competition

The distribution (agencies) activity is intensely competitive. The main competitors of the agencies
under arrangement (Shekel and Agam) are the insurance agencies engaged in the field of pension in
general and the other arrangement agencies in particular, the most significant of which are Mivtach
Simon, Tmura and Davidoff. Furthermore, the financial and pension agents, who work through
“insurance agents hubs” also started competing with the agencies under arrangement for their end

customers.

The main methods used by The Phoenix Agencies to address the competition, and key factors that
affect its competitive position include, among other things, a constant improvement of service levels,
ongoing streamlining and adoption of new technologies allowing the provision of fast, professional

and effective services to employees and employers.

2.7.6 Seasonality

The activity of The Phoenix Agencies is not significantly affected by seasonality. Nevertheless, as a
rule, the fourth quarter generates the highest profitability in the fields of pension, provident funds and

finance.
2.7.7 Specific regulation

The distribution (agencies) activity is supervised by the Commissioner and is subject to many legal
provisions, including the Supervision Law, the Provident Funds Law, the Pension Advice Law and

regulations promulgated thereunder, as well as the Commissioner’s Directives, which aim to protect
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policyholders and planholders. These directives relate both to regulatory requirements applicable to
insurance agencies and to requirements stemming from their relationships with their customers.
Violation of the provisions of the law, including the Commissioner’s Directives, may constitute an
administrative violation, in respect of which a monetary sanction is imposed; in some instances, an

administrative violation may even constitute a criminal offense.

Following is a summary of the legal provisions applicable to the distribution (agencies) activity, as well
as material bills and drafts published during the reporting period and through the report's publication
date:

2.7.7.1 Legislative arrangements:

2.7.7.1.1 The Supervision Law regulates, among other things, the issues of insurance agencies’
licensing, permits of control and holding of means of control, receipt of business and
payment of brokerage fees and commissions for insurance brokerage services.
Pursuant to the provisions of the Supervision Law, it is forbidden to engage in insurance
brokerage services and receive fees and commissions for such services without first
obtaining a license from the Commissioner as required by law. The Supervision Law
regulates, among other things, the receipt of an insurance agent license, including a
corporate agent license, a control permit and a permit to hold means of control in a
corporate agent. The Supervision Law also sets provisions regarding the safeguarding of
policyholders’ interests, such as the prohibition on providing a misleading description of an
insurance transaction.

2.7.7.1.2 The Pension Advice Law regulates the granting of a license to provide pension advice
and market pension products; the law includes provisions on providing operating services
to employers, including restrictions applicable to insurance agents who render operating
services to an employer for whose employees it provides pension advice. Furthermore, the
law regulates the requirements, prohibitions and restrictions applicable to the marketing of
pension products, including the insurance agent’s duty to ensure that the pension product
suits the customer’s needs; under the law, the agent also has a duty of care and a fiduciary
duty to its customers. The law also sets provisions on payment to agents, including
prohibition on direct collection of a fee or commission from a customer in addition to a fee
or commission paid by an institutional entity.

2.7.7.1.3 The Provident Funds Law provides for the right of an employee - for whom an
employer makes contributions towards pension - to select the license holder to market the
pension products or carry out transactions in his/her provident fund. Furthermore, an
amendment to the law enacted in 2017 prohibits a management company from paying
insurance agents any fees and commissions the calculation of which is tied to the rate of
management fees collected by the management company from planholders.

2.7.7.1.4 The Insurance Contract Law and amendments thereto, regulate, among other things,

the insurance agent’s position in the relationship between an insurer, policyholder, and an
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insurance agent, and sets, among other things, presumptions as to the insurance agent’s

being an agent of the insurer.

2.7.7.2 Commissioner’s circulars, positions and procedures:

2.7.7.2.1 The circular titled Services Rendered to Customers by Agents and Advisors
stipulates provisions on rendering adequate customer service by a license holder and
stipulates the rules and conditions for collecting fees and reimbursement of expenses paid
directly by the customer. In addition, the circular prescribes provisions regarding the
following matters: Separation of service and marketing of unsupervised products; purchase
of an insurance or pension portfolio; collection of payment from a customer; disclosure to
the customer regarding services that may be obtained independently; purchase of the
contact details of a potential customer (leads); and prohibition on advertising withdrawal
of funds or tracing of funds services.

2.7.7.2.2 The Signing-On to Insurance Plans circular sets provisions regulating conduct of
insurance companies and insurance agents when signing on policyholders to an insurance
plan. Among other things, the circular prescribes provisions regarding the following topics:
A requirement whereby the insurance policies meet the insurance candidate's needs,
including by checking the list of insurance products he/she has in place by submitting a
query to the Har Habituach website; a special sales procedure for senior citizens (in cases
where the signing on process is not carried out as part of a face to face meeting with the
insurance candidate); requiring the performance of enhanced assessment of needs upon
the cancellation of a policy and switching to another company also in the different P&C
insurance (property) subsegments; and requiring that any conversation aimed at signing
on customers will be recorded.

2.7.7.2.3 The Explanation Document Circular - Amendment sets a uniform wording for the
explanation document to be delivered to customers by an agent marketing pension
products, among others, while providing pension advice or marketing pension products, as
part of his/her duty under the Pension Advice Law to ensure that the pension product suits
the customer's needs and to explain his/her recommendation in writing. Furthermore, the
Circular sets guidance on a license holder’s duty, in the process of ensuring that the pension
product meets the customer’s needs, and of providing fair disclosure as to the
considerations guiding his/her recommendation.

2.7.7.2.4 The Power of Appointment to a License Holder Circular sets a uniform format for
a power of appointment form, by which a customer may appoint a license holder to receive
information about pension savings managed for him/her in an institutional entity, or take
in his/her name actions as part of pension advice or marketing, including through the
central pension acquiring system (as defined in the Pension Advice Law). In December
2023, an amendment to the circular was published, which prescribed a Temporary Order,
whereby a lasting power of attorney, that was given to a license holder for a period of 10
years, and which is due to expire between October 1, 2023 to January 1, 2024, will be

extended automatically until the earlier of the following - two months will have elapsed
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from the end of the declaration of a special situation on the home front or until six months
will have elapsed from the expiry of the original power of attorney.

2.7.7.2.5 The Institutional Entity's Engagement with an License Holder Circular regulates
the engagement between insurance agents and institutional entities in view of the
Supervision Law and the Pension Advice Law’s provisions prohibiting agents from brokering
between customers and institutional entities, if the agent and the institutional entity do not
have an agreement in place that includes the terms and conditions set in the said laws.

2.7.7.2.6 The Circular titled Involvement of an Entity which is not a License Holder in
the Marketing and Sale of Insurance Products other than Collective Insurance
regulates engagements between regulated entities and external entities with regard to
setting rules about an external entity’s involvement in the marketing or sale of an individual
insurance product, such that such activities shall not be in violation of the law.

2.7.7.2.7 The Insurance Circular titled Service Contracts and their Marketing stipulates,
among other things, provisions on the marketing of service contracts through insurance
agents.

2.7.7.2.8 The Clarification on Pension Marketing Procedure when Accepting Candidates
to a Pension Plan stipulates that a transaction carried out for a customer with respect to
a pension product, including the signing on of a customer to a pension plan, shall only be
carried out after a pension marketing procedure has been followed as set out in the Pension
Advice Law. The clarification further stipulates that an institutional entity may only pay a
distribution fee if a pension insurance agent conducted such a transaction as part of a
pension marketing procedure. The clarification applies to signing on new planholders to a
pension plan as of February 4, 2018.

2.7.7.2.9 Rules for Adequate Internship Circular - The circular set forth provisions and rules
for the supervisor and the trainee; such provisions and rules shall constitute threshold
requirements for appropriate traineeship as part of the legal requirements for receiving an
insurance agent license, a pension advisor license or a pension marketing agent license.

2.7.7.2.10 In June 2023, the Economic Plan Law (Legislative Amendments to Achieve
Budgetary Targets for the Budget Years 2023 and 2024), 2023 (hereinafter - the
“Economic Arrangements Law") included an amendment to the Pension Advice Law,
according to which an institutional entity will not “unreasonably refuse” to engage with a
pension advisor in an agreement for the execution of a transaction for a customer, and will
not terminate an engagement in such an agreement with a pension advisor under the
circumstances listed in the definition of “unreasonable refusal”.

2.7.7.2.11 InJuly 2023, the Income Tax Regulations (Rules for Approval and Management
of Provident Funds) (Amendment), 2023, and Supervision of Financial Services
Regulations (Provident Funds) (Transfer of Funds between Provident Funds)
(Amendment No), 2023 were published in accordance with the government’s resolution
of February 24, 2023 dealing with “Increasing the Competition in the Insurance and

Savings Brokering Industry”, which was included in the economic plan for 2023-2024.
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According to the Amendment to the Income Tax Regulations, the contribution into an
insurance fund will be capped to that portion of the wage that exceeds double the average
wage in Israel, such that the portion up to double the average wage in Israel will be
deposited with an annuity provident fund which is not an insurance fund. Furthermore, as
a complementary step, the Transfer Regulations, were amended such that the transfer of
funds to an insurance fund will be limited to that portion of the wage that exceeds double

the average wage in Israel.

2.7.7.3 Drafts

2.7.7.3.1 In April 2023, a Draft of the Supervision of Financial Services Regulations
(Provident Funds) (Direct Distribution Fee to a Pension Insurance Agent), 2023
was published. The draft regulation was published further to the government’s resolution
regarding “Reducing Distortions in the Insurance and Savings Brokering Segment”, which
was included in the Arrangements Law Bill for 2023-2024. The regulations suggest setting
a tiered refund mechanism in connection with the sales commission in the event of frequent
transfers from one product to another. It is also suggested to determine that a pension
insurance agent will be allowed to receive from an institutional entity a one-off fee only if
the agreement between the insurance agent and the institutional entity stipulates that the
insurance agent will be required to refund the said fee to the institutional entity during the
first six years following the signing-on of a planholder to a provident fund, or following the
date on which the agent was appointed, if at least one of the events listed in the draft
occurred. According to the explanatory notes, the purpose of the proposed regulations is
to mitigate the sales bias, which causes excess volatility in the market, whose outcome is
an increase in insurance premiums and management fees, and ineffective management of
the pension funds in a manner that is not in line with the customer’s best interest.

2.7.7.3.2 In April 2023, the Draft Circular regarding Discounts and Cancellations in Life
Insurance was published. The draft circular was published further to the government'’s
resolution regarding “Reducing Distortions in the Insurance and Savings Brokering
Segment”, which was included in the Arrangements Law Bill for 2023-2024, whose aim is
to address the issue of recurrent replacement of insurance policies with new policies, and
its negative effect on policyholders. As part of the draft, it is suggested to prescribe
provisions regarding the provision of discounts in life insurance, and to set a mechanism
for refunding the one-off fee paid to the license holder in respect of the marketing of the
product. The suggested provisions as per the draft circular are: (1) An insurance company
may offer to a life insurance policyholder a discount regarding the approved insurance
premium, provided that the discount rate that will be offered to the policyholder and will
be set in the insurance contract will not be reduced from the date on which the insurance
coverage came into force through the end of the insurance period; (2) where a policy was
canceled during the 6 years from the insurance coverage’s effective date, or if the

policyholder gave notice to the effect that he/she no longer wishes to receive services from
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the license holder that marketed the policy, the insurance company will receive from the
license holder that marketed the policy a refund at an amount equal to the amount of the
one-off fee paid in respect of the marketing of the policy, in accordance with the draft; (3)
the insurance company will not compensate the license holder for the refund of such fees
(whether directly or indirectly); (4) an insurance company will document the information
concerning the fees paid for the marketing of insurance policies, discounts given to
policyholders, cancellations of insurance policies, and fees refunded to the company due

to such cancellations.

2.7.8 Material agreements

2.7.8.1 Restructuring of The Phoenix Agencies

For information about the engagement with Hagoz and Y.H.G Sasson, see Section 2.7.1 above.

2.7.8.2 Oren Mizrach Insurance Agency Ltd.
In December 2020, an agreement was signed between the Company, The Phoenix Agencies, Oren
Mizrach and Webprice Insurance Agency (2017) Ltd. and Mr. Oren Cohen and several companies
under his ownership for the purchase of some of Oren Mizrach and Webprice's shares from Oren
Cohen by The Phoenix Agencies, such that subsequent to the purchase, The Phoenix Agencies holds
approx. 70% of the shares, directly and indirectly. As part of the agreement, the parties were awarded
call and put options for the purchase or sale of the remaining shares held (indirectly) by Mr. Oren
Cohen. The options will be effective from December 31, 2027 to December 31 2029. For further
details, see the Company's immediate report dated December 6, 2020 (Ref. No. 2020-01-132153)

and Note 8 to the Financial Statements._
2.7.9 Marketing and distribution

The marketing and distribution of the products of agencies held by the Company is carried out in
accordance with the Commissioner's Directives, as described in Section 2.7.7. The arrangement
agencies provide, as aforesaid, end-to-end services to employers and employees. Services to
employees are provided starting with the employee’s onboarding, throughout his/her service with the
employer, and until he/she retires or moves to another workplace; services include analysis and review
of all existing pension plans and setting up a pension solution tailored to meet the employee's needs,
including marketing of pension and financial products and health insurance. The arrangement
agencies receive fees and commissions from insurance companies for the abovementioned marketing
and brokerage services.

Services to employers include end-to-end operational pension services, including collection and
acquiring services in relation to contributions towards pension and automated statements, including
a controls and feedback system between the financial institution and employer. The arrangement
agencies collect handling fees from employers for these services. The marketing and distribution of
the other products is carried out in the manner generally accepted in the industry, through licensed

insurance agents.
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2.7.10 Human capital

For details about the nhumber of employees engaged in this field, including any material changes in
the workforce, see Section 4.6 to the Report.

2.7.11 Suppliers and service providers

As part of its current activities, The Phoenix Agencies engages with a range of service providers. To

the best of The Phoenix Agencies’ knowledge, it is not dependent on a primary supplier.
2.7.12 Legal proceedings

As of the report date, The Phoenix Agencies is not a party to material legal proceedings.
2.7.13 Investments

The Phoenix Agencies grants shareholders’ loans to some of its investee agencies based on
predetermined milestones, for the purpose of funding the acquisition of agencies and insurance

portfolios.
2.7.14 Objectives and strategy

The Company views the agencies arm as an independent arm that operates to maximize the profit
from the agencies activity. Accordingly, the Company executed a transaction to introduce Mr. Yitzhak
Oz and Mr. Moshe Sasson as partners in this activity. In addition, the Company is assessing the option
of introducing an international partner to this activity while maximizing value in accordance with the
Company'’s strategy. For more information, see Section 2.7.1 above.

In addition, as an independent arm, the Group’s agencies work with all other insurance companies
engaged in their area of activity, in accordance with independent considerations and for the benefit
of the policyholders.

During the reporting period, The Phoenix Agencies purchased - through its various agencies - a
number of agencies and insurance portfolios in accordance with the Group’s strategy to achieve growth
in this segment.

The Phoenix Agencies aspires to expand its activities in the insurance agencies’ areas of activity and
to improve its profitability either through mergers and acquisitions and collaborations with other
entities or by improving its ongoing operations, through, among other things, increasing the efficiency

of the agencies’ procedures and adopting technological solutions.
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The information presented above in this chapter includes forward-looking information, as defined
in the Securities Law, 1968. This information contains, inter alia, forecasts, targets, assessments
and estimates relating to future events or matters, including reference to various risk factors and
developments as described in the report, the materialization of which is uncertain and may be
impacted by various factors which are beyond the Company’s control. Forward-looking information
is not a proven fact and is based, in part, on the Company's estimates, which are based on various,
diverse data and entities that have not been verified or confirmed by the Company. It is hereby
clarified that actual results may differ from those which is described herein. Forward-looking
information refers exclusively to the date on which the report was written, and the Company is
under no obligation to revise and/or change any information pertaining to forward-looking
information as presented here, insofar as it becomes aware of any additional information in

connection with such information.
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4.1 Restrictions and Regulation to which the Group’s Activity is
Subject

4.1.1 Regulation and supervision - general

As described in this chapter, the Group’s activities in its areas of activity are subject to the
general provisions of the law and the specific provisions of the law applicable to each of the
Group'’s areas of activity.

Group companies are regulated by various regulators, including the Capital Market, Insurance
and Savings Authority (hereinafter - the “"Authority” or the "Commissioner”), which regulate
the activity of the Group’s institutional entities and insurance agencies. The Authority is an
independent authority which reports to the Ministry of Finance, and its roles include: 1.
Protecting and safeguarding the interests of policyholders, planholders and customers of the
regulated entities. 2. Ensuring the stability and proper management of the regulated entities.
3. Promoting competition in the financial system in general, and in particular - in the fields of
capital market, insurance and savings. 4. Encouraging technological and business innovation
for the regulated entities, in view of the Authority’s purviews as per Sections 1-3 above.
Furthermore, part of Group companies’ activity, which is concentrated under an investment
house, is regulated by the Israel Securities Authority. Furthermore, in its capacity as a publicly-
traded company, the Group is also subject to the provisions of the securities laws and is
regulated in that context by the Israel Securities Authority; in addition, the Group is subject to
the provisions of the companies laws applicable to publicly traded companies. The Group’s
companies are subject, from time to time, to administrative compliance procedures and fines.
The following is a summary of the legal provisions applicable to the Group as well as bills and
drafts that have a material effect on the Group, published during the reporting period and
through the report publication date. It should be noted that the provisions listed in this report
do not constitute an exhaustive list of all legal provisions applicable to the Company, rather -
they are only the key ones. Many other regulations and directives regulate the activities of the
insurer and the management companies in the fields of insurance, pension funds and provident
funds. The regulations and directives are updated on the Ministry of Finance's website at:

https://mof.gov.il/hon/Requlations/Pages/RegulationAndLegislation.aspx

4111 The Iron Swords War

In October 2023, against the backdrop of the outbreak of the “Iron Swords War”
and its effects on the Israeli economy and the activity of the institutional entities,
the Capital Markets Authority published a number of regulatory expedients in the
form of temporary orders put in place in view of the state of emergency in the
country; those expedients include: postponing the dates for publication of the
periodic reports of a pension fund, management company and insurance company
in respect of the third quarter of 2023; postponing the filing dates with the

Commissioner of several related and additional reports of a pension fund,
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management company and insurance company; postponing the date of reporting
for the first time on a forward-looking assessment and scenarios in ORSA; canceling
the requirement whereby the Board of Directors and its committees are required to
convene physically at least once a quarter by the end of 2023; giving the option to
suspend insurance policies in whole or in part, and the option to renew insurance
coverage for a policyholder before obtaining his/her consent; stipulating that an
institutional entity may exclude from its annual average the waiting times in call
centers during the War; postponing the deadline for first-time submission of the
Chief Actuary’s report; postponing the date on which companies are required to
display the quarterly report to a planholder in respect of the third quarter of 2023,
and canceling the requirement to post the quarterly report by mail; giving flexibility
as to the scope of analysis required before acquiring a bond in the secondary
market, and extending the validity periods of existing analyses; providing expedients
in connection with the requirements pertaining to an institutional investor’s reports
to the Commissioner regarding an active deviation or a material passive deviation;
stipulating that an insurance company will be allowed to request a policyholder to
attach information, which is relevant to the claim, if it failed to achieve such
information through the confidentiality waiver form; as well as automatically
extending the ongoing power of appointment given to a licensee, expiring during
the period from October 1, 2023 to January 1, 2024, until the earlier of the following
- until two months will have elapsed from the end of the declaration of a special
situation in the home front or until six months will have elapsed from the expiry of

the original power of appointment.

Furthermore, following the breakout of the Iron Swords War, in October 2023, the
Capital Markets Authority published a number of amendments that postpone the
effective date of a number of amendments to circulars, including the Uniform
Format Circular (see Section 4.1.6.1.8 below) and the Investment Tracks in a

Provident Fund Circular (see Section 4.1.6.1.9 below).

Furthermore, in October-November 2023, the Capital Markets Authority published
Guidance to Institutional Entities in the Wake of the Iron Swords War.
The guidance includes points of emphasis regarding the services provided by the
institutional entities to policyholders and savers, and regarding operational aspects
of the institutional entities’ activities, so long as a special situation on the home
front is in place, and other aspects, including dealing with planholders and surviving
relatives’ queries in pension funds and insurance funds; adding an option in the
existing calls routing system of the call center that will allow victims of the War and
their relatives to identify in order to receive priority in the queue; tracing

planholders and beneficiaries in relation to deaths that occurred as part of the War;
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sending letters to policyholders and planholders’ email address and not only to their
postal address; freezing compulsory motor insurance and motor property insurance
to drafted vehicles, and reimbursing the premium to the policyholder at the end of
the period during which the vehicle was drafted, and settlement a claim in home
insurance of an unoccupied property. In addition, an emergency reporting format
was set up regarding reports that will be delivered to the Capital Markets Authority

in connection with the topics listed in the letters and at the frequency stated therein.

In addition, from November 2023 to January 2024 legislative amendments were
published aimed at supporting populations that were adversely affected by the War
(hostages, missing persons, soldiers, policemen, residents of the Gaza Envelope
settlements, etc.), including: Requiring employers to make contributions towards
annuity provident funds in respect of an employee who is a hostage or a missing
person, while receiving indemnity from the National Insurance Institute (The Law
for Protecting Employees at Times of Emergency (Amendment No. 5 and
Temporary Order - Iron Swords), 2023); deferral of dates set in contracts
regarding soldiers, policemen, missing persons, hostages, etc. (The Law for
Deferral of Dates (Temporary Order - Iron Swords) (Contract, Judgment,
or Payment to Government Agencies), 2023); and setting general grounds
for suspension, that will suspend the prescription period for causes of actions that
existed immediately prior to the outbreak of the War, in accordance with the
provisions of the amendment (The Prescription Law (Amendment No. 8 - Iron
Swords, 2024).

4112 Legislative arrangements

41121 The Insurance Contract Law, 1981 mainly regulates the relationship

between an insurer and policyholders, including the status of the insurance

agent.

41122 Financial Services Supervision (Insurance) Law, 1981 and the

The Phoenix Holdings Ltd.

regulations promulgated thereunder regulate, among other things, the
Commissioner's purviews, licensing of insurers and insurance agents, holding of
means of control in an insurer and in an agent which is a corporation, supervising
of insurance businesses and the safeguarding policyholders’ interests. The
Supervision Law includes a list of provisions the breach of which constitutes a
criminal offense; the law expands the scope of officers’ responsibility to prevent
the breaches. Furthermore, in accordance with the Supervision Law, the
Commissioner has is authorized to impose monetary sanctions and civil fines of

significant amounts without filing an indictment.

1-174



Description of the Corporation’s Business ‘(Phoenlx

41123 The Law for the Promotion of Competition and Reduction of
Concentration, 2013 (hereinafter - the “"Market Concentration Law” or
the “Law"), which was published in December 2013, is composed of three key
chapters: (1) restricting the control in “pyramid-shaped” companies to two tiers
and imposing enhanced corporate governance rules on such companies; (2)
separation between significant financial corporations (such as banks, insurance
companies, investment funds, etc.) and significant non-financial entities as
defined in the Reduction of Concentration Law, which prohibits a significant non-
financial corporation from controlling and holding means of control in an insurer
which is a significant financial entity; and (3) aggregate concentration
considerations and sectoral competition considerations in the allocation of rights
to use government resources (essential infrastructures and privatized assets) to
concentrating entities.

A list of concentrated entities, a list of significant non-financial entities, and a list
of the significant financial entities is published from time to time on the Ministry
of Finance’s website.

The Phoenix Insurance and The Phoenix Pension and Provident are included in
the list of the significant financial entities published by the Committee for the
Reduction of Concentration, due to their definition as significant financial entities.
The Law allows reporting entities to have a holding structure of no more than
two tiers. The Company is a first-tier company.

The Concentration Law sets restrictions and conditions for separating significant
financial entities from significant non-financial entities. Under the said
restrictions, the Concentration Law limits an institutional entity’s holding to no
more than 10% of the means of control in any significant non-financial
corporation; they also prohibit a controlling shareholder of a significant non-
financial corporation, a person related to such a controlling shareholder or an
officer in a significant non-financial corporation from serving as a director in a

significant financial corporation.

Circulars issued by the Capital Market, Insurance and Savings Authority

41124 In January 2022 and September 2022, amendments were published to The
Signing-0n to Insurance Plans circular, which prescribe, among other things, a
special two-phases signing-on process as part of proactive marketing to senior
citizens in cases where the signing-on process is carried out in circumstances other
than a face to face with the insurance candidate. Further to the above, in March
2023, an amendment was published to The Signing-On to Insurance Plans

Circular, which deferred to May 2023 the effective date of the requirement to send
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- as part of proactive marketing of health insurance to a senior citizen - a summary

of the insurance coverage in accordance with the wording set out in Appendix F.

41125 The Financial Information Service Law, 2021 requires various financial institutions
that hold information about customers (banks, credit companies, institutional
entities) (hereinafter - the “sources of information”) to allow entities holding the
required license (hereinafter - “financial information service providers”) to
obtain, at the consent of the customer, online access to financial information about
the customer. Based on this information, the Financial Information Service
Providers will be able to offer services to the customer through an online system
(such as: concentrating all the information in one place for the customer, comparing
costs between different financial institutions, brokering, receiving offers for the
customers, pension advice, etc.). Regarding institutional entities it was decided that
they are only required to give a service provider access to “financial information
about credit”; it was also decided that the law will not apply to the transfer of
financial information to the pension acquiring system. In accordance with the
provisions of the law, information should be made accessible by the source of
information through the financial information interface and in accordance with
directives issued by the regulator of the source of information.

Subsequently, in June 2023, the Circular regarding Directives to Financial
Information which are Institutional Entities was published. The circular sets
provisions that regulate the activities of institutional entities, which are “sources of
information” in order to make financial information accessible in accordance with
the law.

In November 2023, the Financial Information Service Order (Deferral of the
Effective Date of the Law Pertaining to a Source of Information which is
an Institutional Entity or a Holder of a License for the Provision of Deposit
and Credit Services), 2023 was published. As part of the order, the effective
date of the law regarding the information about credit of a source of information,
which is an institutional entity, was postponed by six months, such that the effective
date will be May 14, 2024, and regarding corporations’ accounts it will be
November 15, 2024, due to the Iron Swords War and other reasons related to the

completion of automation preparedness.

4.1.2 Provisions regarding regulation of corporate governance
4.1.2.1 Drafts
41.2.1.11n March 2023, the Israel Securities Authority published proposed amendments to
the Regulations regarding Diversity in Boards of Directors of Reporting
Corporations, Mutual Funds and Large Portfolio Management Companies. The

proposed amendments were published against the backdrop of the global emerging
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trend in recent years for promoting equality as part of the fundamental underlying
values of ESG considerations, and in view of investors’ interest in the composition of
boards of directors and gender diversity. As part of the regulations, it is suggested to
set disclosure requirements for reporting corporations regarding gender diversity in the

board of directors, and regarding the policy of diversity in the workforce.

41.21.2In May 2023, the Capital Markets Authority published a letter regarding Gender
Diversity in the Board of Directors of an Institutional Entity. The provisions of
the Consolidated Circular regarding the “Board of Directors of an Institutional Entity”
prescribe that both sexes must be adequately represented in the Board of Directors of
an institutional body. According to the Authority’s letter, despite the fact that since the
publication of the circular there has been an increase in the number of women, who
serve as board members, some institutional entities do not implement the directive
adequately. In view of the above, the letter emphasizes that the Board of Directors of
an institutional entity is required to take gender diversity into consideration when
deciding on the composition of its Board of Directors. It is also noted in the letter, that
in accordance with his power to approve the appointment of officers, the Commissioner
will take into consideration, among other things, the issue of appropriate gender
diversity in the Board of Directors to which the director was appointed, such that the
weight of this issue in the decision to approve or not to approve the appointment will
be higher the lower the gender diversity. Regarding the setting of a policy for gender

diversity in the Company’s Board of Directors, see Section 1.3.17 above.

4.1.3 Provisions regarding investment management by institutional entities

4131 Legislative arrangements

4.13.1.1Supervision of Financial Services Regulations (Provident Funds)
(Investment Rules Applicable to Institutional Entities), 2012 set a uniform
framework for investment rules applicable to all institutional entities, including the

nostro funds.

4.13.1.2The codex of regulations on management of investment assets compiles and
combines regulatory provisions that were included in the various circulars by virtue
of the Commissioner’s power pursuant to the Regulations; this power was given to
the Commissioner with the aim of adapting some of the restrictions applicable to

institutional entities to changing market conditions.

4.13.1.3Supervision of Financial Services Regulations (Provident Funds) (Direct
Costs Due to Execution of Transactions), 2008 regulate the types of direct

expenses an institutional entity may deduct from planholders’ funds under its
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management in respect of investments it makes in addition to the management fees

it collects from planholders.

In October 2022, the Supervision of Financial Services Regulations
(Provident Funds) (Direct Expenses Incurred as a Result of Execution of
Transactions) (Amendment), 2022 were published. The amendment was
published further to the recommendations of the Yafeh Committee, which was
appointed by the Commissioner of the Capital Market, Insurance and Savings in
order to review the issue of direct expenses: Following are the key changes set as
part of the amendment: (1) Instead of setting a direct fees percentage point cap,
each institutional entity will set, in advance, and for each investment track under its
management, a cap on the "management fees to external parties” it may charge in
the next financial year; (2) all other types of direct expenses ( regardless of whether
they arise from direct liquid investments or from direct illiquid investments ), shall
not be subject to the management fees to external parties cap; (3) the types of
direct fees, that may be collected as part of tracks specializing in investment in liquid
assets and tracks specializing in tracking indexes, were limited; (4) for new
investment tracks, that contain a variable management fees component in
accordance with the track’s profit, it was determined that entities will not be allowed
to collect any direct expenses other than direct expenses in respect of taxes; (5) it
was determined that whenever there is a legal requirement to present to the
planholder or policyholder the management fees, the planholder or the policyholder
shall also be presented with the total expected cost that he/she will bear during that
year in respect of management fees and direct expenses. The amendment’s effective

date was January 1, 2023.

4.13.14Further to the above, in July 2023, the Manner of Presentation of Annual
Expected Cost to Planholders or Policyholders Circular was published, which
prescribes provisions that regulate the manner by which institutional entities should
present to existing and new customers the expected annual cost in a uniform
manner. The circular sets a fixed formula that is supposed to allow calculating the
total expected cost, in @ manner that will ensure uniformity between institutional
entities, and as a result, according to the explanatory notes, the savers will be easily
able to compare the rates of total expected costs of the investment alternative
he/she assesses. It also prescribes that the circular shall not apply to insurance
policies with a savings component, which were marketed before 2004, or to old

funds.

4.13.15In addition, in March 2023, an Amendment to the Provisions of the
Consolidated Circular - Chapter 4 of Title 5 "Management of Investment

Assets” (Publication of External Management Costs Cap as Part of an
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Advance Statement of an Institutional Investor regarding its Investment
Policy, Establishment of an Index-Tracking Investment Basket, and
Reports to the Investment Committee regarding Variable Management
Fees that were Collected) was published. The objective of the amendment to the
circular is to adjust it to amendments to the Supervision of Financial Services
Regulations (Provident Funds) (Direct Expenses from Execution of Transaction),
2008, and the “Investment Tracks in Provident Funds Circular” (see Section 4.1.6.1.9
below), regarding, among other things, the manner of publication of the external
management fees cap in an advance statement of an institutional investor regarding
its investment policy, and allowing the setting up of a dedicated investment track

for the management of investments in index-tracking assets.

4.1.4 Provisions on accounting reports, reporting and presentation rules

and reports to be submitted to the Commissioner
4141 General

The Supervision Law and the regulations promulgated thereunder stipulate, among other
things, provisions regarding the content, details and accounting principles to be applied in the
preparation of insurance companies’ financial statements, including the accounting treatment
applied to insurer’s assets and liabilities.

The principal accounting principles used by the Group in the drawing up of the financial
statements are described in note 2 to the Company’s financial statements.

From time to time the Commissioner publishes circulars and directives pertaining to reporting
rules for both insurers and management companies, and to the accounting rules that should be

applied to financial statements of insurers and management companies.

41411 In June 2020, the Capital Market, Insurance and Savings Authority published a paper
titled "Roadmap for the Adoption of International Accounting Standard (IFRS)
17 - Insurance Contracts". The roadmap lists the steps required to ensure the
preparedness of Israeli insurance companies for the implementation of IFRS 17 -
Insurance Contracts - and the timetables for the implementation of these steps. The
steps set out in the roadmap are designed to increase the level of regulatory certainty
as to the planned implementation date of the standard and as to the main steps
insurance companies will need to take in order prepare for the implementation. The
roadmap sets key milestones, the achievement of which will be required as part of the
preparations made by insurance companies. These milestones pertain to several aspects
of preparedness: (1) IT systems; (2) project management; (3) accounting policies; (4)

quantitative tests; and (5) disclosure to the public.
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Further to the above, in June 2023, the Commissioner published the Third Revision
to the Roadmap, which postponed the date of application of the standard in Israel to
January 1, 2025, and which revised the milestones for the implementation of the
standard accordingly, including the updating of the requirement to disclose in the 2024
financial statements the comprehensive income for the first half of 2024 instead of

disclosing comprehensive income for the entire year in 2024.

For further details regarding the preparations made by the Company for application of

the standard, see Note 2AA to the Financial Statements.

414.1.2 In March 2023, Amendment to the Consolidated Circular - Chapter 3 Part 4
Title 5 - Reporting to the Commissioner of the Capital Market, Insurance and
Savings - Hetz Bonds was published. The amendment includes guidelines as the
method that will be employed to adjust the insurance liabilities for the purpose of
allocating designated Hetz government bonds after the implementation of IFRS 17 -
“Insurance Contracts” - in view of the fact that one of the material consequences of the
implementation of the standard is a material change in the measurement of the
liabilities in respect of insurance contracts (the insurance reserves), which includes
transition from measurement on the basis of traditional actuarial methods to

measurement based on future cash flows discounted at risk-free interest.

4.14.1.3 In February 2023, the Commissioner published a Revision of the Provisions of the
Consolidated Circular - Allocation of Assets that are not Measured at Fair
Value when Performing LAT in Property and Casualty Insurance. The
provisions of the Consolidated Circulars regarding the “measurement of liabilities” deal
with an insurance company'’s right to refer to the difference between the amortized cost
and the fair value of assets that are not recognized in the statements of financial
position at fair value, except for designated bonds, when performing LAT ("UGL"). The
purpose of the circular is to clarify how the method employed to revalue the assets may
be taken into account when performing LAT in property and casualty insurance.
Specifically, it is clarified that a company may take UGL into account even when it
calculates the reserve employing methods other than best practice, if the calculation of
the reserve is carried out using a discount rate based on a risk-free interest rate curve
tailored to the illiquid nature of the liabilities, provided that the balance of the reserve

after deducting the UGL does not fall below the best estimate of the liability.

41414 In August 2023, the Revised Consolidated Circular - Independent Auditor
Chapter was published. The revised Consolidated Circular includes various provisions
of the Commissioner that formed a part of previous circulars, and revises references to
the various chapters of the Consolidated Circular. The amendment includes provisions

on the following issues: Compromising the independent auditor’s independence due to
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the provision of a related service; the independent auditor’s role in connection with
Economic Solvency Ratio Reports; revisions to the provisions regarding the issuance of
a detailed annual report about annual financial statements; and revision to provisions

regarding the independent assessment of the pension liabilities of a pension fund.

4.1.5 Actuary and risk management, including provisions regarding

Solvency II-based Economic Solvency Regime

4151 General
As part of its insurance activities, an insurer is required to hold assets against its insurance
liabilities.
From time to time, the Commissioner publishes circulars providing guidance on actuarial
assessments used in life, health and property and casualty insurance.
Most of the actuarial rules, methods and assumptions used to determine the Group’s
insurance liabilities are listed in Section 2.1 of the Report of the Board of Directors, Notes 2
and 40 to the financial statements, and the actuary’s statements in the Life, Health and
Property and Casualty Segments, which are attached to the financial statements.

4.15.2 Duty to appoint an actuary, actuaries’ work methods and required qualifications

The Supervision Law stipulates that an insurer, including an insurer which serves as a
pension fund’s management company, must appoint an actuary for each of its insurance
segments; the actuary’s roles include, among other things, making recommendations to the
Board of Directors and CEO as to the amount of the insurer’s insurance liabilities or the
actuarial balance sheet of the pension fund it manages, as applicable.

In September 2022, an amendment to the provisions of the Consolidated Circular -
Supervising Actuary and Chief Actuary. As part of the circular, it was decided that an
insurer will appoint only one chief actuary that will head the insurer’s actuarial science
function; the said actuary will report directly to the insurer’s CEO and will also serve as a
member of management. The circular also sets the roles of the chief actuary, as the head
of the actuary function; he/she is in charge of supervising the work of all of the actuaries
employed by the insurer, and the roles of the supervisory actuary. The circular prescribes
that the chief actuary will be required to submit to the Board of Directors and CEO of the
insurer and to the Commissioner a periodic actuarial report at least once a year, in which it
will review the implementation of the solvency directives, and specifically the processes, the
actuarial calculations and the results derived therefrom, and the key activities of the actuarial
science function in the discussed period (hereinafter - the “Chief Actuary Report”). The
circular also adds the requirement that on each balance sheet date a supervisory actuary
will submit to the board of directors and CEO of the insurer and to the Commissioner a
report in which he/she will describe his/her recommendations as to the appraisal of the
insurer’s insurance liabilities. Finally, it is determined that the chief actuary should attach a
short statement to the annual report of the supervisory actuary. The circular sets out

transitional provisions whereby the effective date of the circular’s provision whereby an
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insurer will appoint only one chief actuary, in the case of an insurer which had two serving
chief actuaries prior to the effective date, and the effective date of the circular’s provision
whereby the chief actuary shall report to the CEO shall be January 1, 2024 - the date on
which IFRS 17 comes into force. It is noted that in June 2023, the date of the standard’s
implementation in Israel was postponed to January 1, 2025 (see Section 4.1.4.1.2 above).

Further to the above, in January 2024, the Commissioner published the Revision of the
Provisions of the Consolidated Circular - Chief Actuary Report - Draft. The draft
suggests to determine, among other things, the topics , which will be reviewed in the Chief
Actuary Report, in order to improve the quality of reporting in connection with the “Economic
Solvency Regime”. The circular sets forth the structure and scope of the required report, as
well as the content of the statement of the chief actuary and the supervising actuaries
working alongside him/her.

4153 Duty to appoint a Chief Risk Officer, his/her roles and required qualifications

An institutional entity is required to appoint a Chief Risk Officer and set up a risk
management function. The Chief Risk Officer’s roles include, among other things, identifying
the Company’s material risks, quantifying and estimating their effect and reporting to the
management and the Board of Directors.
4154 Provisions regarding the implementation of Solvency II-based Economic Solvency
Regime
The Phoenix Insurance is subject to the Solvency II-based Economic Solvency Regime in

accordance with the provisions Commissioner’s Circular 2020-1-15 - “Amendment to the
Consolidated Circular concerning Implementation of a Solvency II-Based
Economic Solvency Regime for Insurance Companies” (hereinafter - the “Economic
Solvency Regime”), which was published on October 14, 2020. The Economic Solvency
Regime is a regulatory directive that regulates capital requirements and risk management
processes among insurance companies. The Economic Solvency Regime sets a standard
model for calculating eligible capital and the regulatory solvency capital requirement, with
the aim of bringing insurance companies to hold buffers to absorb losses arising from the
materialization of unexpected risks to which they are exposed. The solvency ratio is the ratio
between an insurance company’s economic shareholders’ equity recognized for solvency
purposes and the required capital. In accordance with the provisions of the Economic
Solvency Regime, the economic solvency ratio report as of the December 31 and June 30
data of each year shall be included in the first periodic report published after the calculation
date.

Increasing the economic capital in accordance with the transitional provisions - the Company
opted for the alternative provided by the Economic Solvency Regime regarding the
transitional provisions, whereby the economic capital may be increased by gradually
deducting from the insurance reserves until 2032 (hereinafter - the “Deduction during the
Transitional Period”). With regard to the Deduction during the Transitional Period, a letter

was addressed to insurance companies managers titled “Principles for calculating Deduction
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during the Transitional Period in the Solvency II-based Economic Solvency Regime”
(hereinafter - the “Letter of Principles”). Pursuant to the Letter of Principles, the Deduction
during the Transitional Period shall be calculated by dividing insurance policies issued
through December 31, 2016 into homogeneous risk groups. The aforesaid deduction shall
be calculated as the difference between insurance reserves (retention) as per the economic
balance sheet, including the risk margin attributed thereto (net of the difference between
the fair value and the carrying amount of designated bonds) and the insurance reserves
(retention) as per the Financial Statements. This difference shall be deducted on a linear
basis until December 31, 2032. The deduction balance at each reporting date (hereinafter -
the “Deduction Value During the Transitional Period”) shall be proportionate to the expected
increase in the solvency ratio calculated excluding expedients during the Transitional Period.
For details regarding The Phoenix Insurance’s commitment to publish data in connection
with its economic solvency ratio on a quarterly basis in respect of the quarter preceding the

reporting data, see Section 1.3.21 above.

4.1.6 The principal legal frameworks of the Retirement (Pension and

Provident) Segment

4161 Legislative arrangements

41611 The Financial Services Supervision (Provident Funds) Law, 2005 (the
“Provident Funds Law”) regulates the establishment of management companies,
the manner in which they are to be managed and ways in which they operate; the
law lists the terms and conditions for obtaining a license to manage a management
company, and sets provisions on obtaining permits to control and hold stakes in
management companies. The law also regulates the relationship between a
planholder and the management company and even determines the rights of a

planholder in a provident fund.

416.1.2 Financial Services Supervision (Consulting, Marketing and Pension
Acquiring System) Law, 2005 (the “Pension Advice Law”) regulates the
practice of engaging in advice on and marketing of pension products, including
provisions on the duty to obtain a license and the terms and conditions of such a
license, prohibitions and restrictions on the practice of providing advice on and
marketing of pension products, supervision of license holders, and the
Commissioner’s right to set proper conduct provisions and provisions designed to
safeguard policyholders’ interests, including the imposition of sanctions, civil fines
and criminal sanctions. The law also sets provisions dealing with the licensing
procedure of a company operating a pension acquiring system, and the mechanisms

for supervising such a company (the “Clearing System”).
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The Clearing System is used to transfer information about pension products of
planholders in the various institutional entities, transfer applications to make
changes in the pension products and information about direct contributions by

employers; the Clearing System is also used to make actual transfers of funds.

41613 The Prohibition on Money Laundering Law, 2000, and the Prohibition on
Money Laundering (Obligations of Identification, Reporting and Record
Keeping by Insurers, Insurance Agents and Management Companies to
Prevent Money Laundering and Financing of Terrorism) Ordinance, 2017,
require insurers, insurance agents and management companies to identify and
verify customers’ details. The said law and ordinance set, among other things,
provisions regarding the requirement to conduct a “know your customer” procedure
when issuing a life insurance contract and opening a provident fund account, the
requirement to check whether the customer is included in the list of active terrorist
groups and individuals as defined in the ordinance, and the requirement to submit
regular and special reports to the Israel Money Laundering and Financing of
Terrorism Prohibition Authority.

41614 The Income Tax Ordinance (New Version), 1961 confers upon provident
funds, pension funds and insurance funds a special status with regard to income tax
credits and deductions and various exemption provisions; this status is designed to

encourage the public to save for retirement through provident and insurance funds.

4.16.15 Income Tax Regulations (Rules for the Approval and Management of
Provident Funds), 1964 regulate certain aspects of the management of
provident funds, including contributions to be made into such funds, the use of their
funds, payments to planholders and provisions with regard to reports issued to
planholders. The Regulations apply to pension funds, provident funds and insurance
plans approved as insurance funds (executive insurance and insurance for the self-

employed).

4.16.1.6 The Supervision of Financial Services Regulations (Provident Funds)
(Insurance Coverages in Provident Funds), 2013 regulate the insurance
coverages that a management company is allowed to purchase for planholders in
an annuity provident fund under its management, the terms and conditions of such
insurance coverage, and the terms and conditions for group insurance in an

advanced education fund and in a non-annuity provident fund.

4.16.1.7 The Supervision of Financial Services Regulations (Provident Funds)
(Self-Directed Provident Funds), 2009 allow savers to manage the investment

of their pension savings by themselves. This arrangement enables savers to benefit
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416.18

4.16.19

from tax benefits in respect of contributions made into provident funds and/or
advanced education funds, and at the same time, to control the manner in which
their funds are invested, either personally or through a portfolio manager who

follows the savers’ instructions.

In June 2021, The Capital Market, Insurance and Savings Authority published a
paper that lists the principles for implementation of the API technology in
the pension savings market that includes the key principles according to which
the Capital Market, Insurance and Savings Authority will act to upgrade the
technological infrastructure in the pension savings market. Furthermore, the
Commissioner published a Circular on Uniform Format for Transferring
Information and Data in the Pension Savings Market - Update; the circular’s
key points are: Adding an - “Events Interface Set Up”, and requiring license holders
to transfer applications to join provident funds using this interface; requiring that
applications to only be submitted using the transition interface; cutting the period
for giving feedback to an application to transfer funds; and giving customers the
option to update material details using the Clearing System.

Later on, in February 2023, a Circular on a Uniform Format for Transferring
Information and Data in the Pension Savings Market - Amendment - was
published. As part of the revised circular, the effective date of the provisions
regarding the integration of API-based protocols, which were supposed to come
into force on November 26, 2023 are postponed to June 1, 2024. Furthermore, the
Commissioner canceled the gradual coming into effect of Section 5A to Appendix E
(Employers Interface), that prohibits the use of escrow account in connection with
an employer that employs more than 10 employees, and an employer that employs
less than 10 employees, such that as of the effective date of this section, the
provision will apply to all employers. The directive was supposed to come into force
on February 1, 2024, but the effective date was postponed to June 1, 2024 as part
of amendments for the postponement of circulars published by the Capital Markets
Authority due to the Iron Swords War, as set out in Section 4.1.1.1 above.

For details regarding the draft circular on a Uniform Format for Transferring
Information and Data in the Pension Savings Market, which was published
in December 2023, see Section 4.1.6.1.13 below.

In September 2022, the Investment Tracks in Provident Funds Circular -
Amendment was published. The objectives of the circular is to revise and expand
the range of specialized investment tracks that an institutional entity may manage,
while implementing the conclusions of the Yafeh Committee for the review of the

direct expenses issue. Following are the key changes in the circular:
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(1) Specialized investment tracks were set, which the institutional entity will be
allowed to manage in a provident fund which is not an advanced education fund,
or an investment provident fund, in accordance with the following clusters: (a)
Cluster 1 - actively-managed investment tracks; specialized investment tracks
characterized with direct investments alongside investments in index-tracking
assets; (b) Cluster 2 - actively-managed investment tracks with variable
management fees; specialized investment tracks characterized with direct
investments alongside investments in index-tracking assets whereby the
institutional entity collects variable management fees in accordance with the return
that was achieved. It should be noted that institutional entities will only be allowed
to set up those investment tracks after the publication of an amendment to the
Management Fees Regulations, which will allow the collection of variable
management fees: (c) Cluster 3 - direct investment tracks in liquid assets:
specialized investment tracks that are characterized in investments in liquid assets;
(d) Cluster 4 - index-tracking investment tracks; specialized investment tracks that
are characterized in index-tracking instruments; (e) Cluster 5 - faith and
sustainability-based investment tracks: investment tracks that specialize in the
management of investment in accordance with religious values or a sustainability
and environment-based outlook.

(2) It was decided that an institutional entity, which is not a management company
of a sectoral provident fund, must have in place the following specialized investment
tracks at the very least: combined liquid investment track (from Cluster 3) and
flexible index-tracking investment track (from Cluster 4).

(3) It was determined that a planholder who opted to invest in a financial
investment track shall select, when joining the track: (a) the term during which
he/she will invest in the financial investment track from among the following
options: 6 months, 12 months or 24 months; and (b) the investment track to which
the institutional entity will transfer the funds from the financial investment track at
the end of that period.

(4) It was determined that an institutional entity will set out in the bylaws of an
advanced education fund a default investment track, which will be one of the
following tracks: specialized flexible investment track and a flexible index-tracking
investment track.

(5) As part of the transitional provisions, it was determined that an institutional
entity that manages a general track outside the insurance policies that were
marketed prior to 2004 shall merge it into a specialized flexible investment track
(from Cluster 1); such merger will take place by June 1, 2023 in accordance with
the provisions of the law.

Further to the above, in December 2022, the Investment Tracks in Provident

Fund - Amendment Circular was published, which postponed the effective date
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4.16.1.10

4.16.1.11

of the “Investment Tracks in Provident Funds - Amendment” Circular as of January
1, 2024, except for the following provisions that came into force on January 1,
2023: (1) The requirement to maintain a combined liquid investment track and a
flexible index-tracking investment track; (2) giving institutional entities the option
to set up a sustainability investment track and an environmental investment track;
and (3) the transitional provision that refer to the manner of modifying the different
track, taking into account existing obligations as part of the modification of the
investment tracks. Furthermore, as part of the final wording, the requirement to
merge the general track into a specialized flexible investment track in an annuity
provident fund was canceled; therefore, a provision was added that allows
continued management of the general tracks of annuity provident funds, which will
still be closed to new members.

In October 2023, following the Iron Swords War, the Commissioner published an
amendment to the circular that postponed the effective date of the amendment to
the circular to July 1, 2024.

In June 2023, the Economic Plan Law (Legislative Amendments to Achieve
Budgetary Targets for the Budget Years 2023 and 2024), 2023 (hereinafter
- the "Economic Arrangements Law"”) included an amendment to the Pension
Advice Law, according to which an institutional entity will not “unreasonably refuse”
to engage with a pension advisor in an agreement for the execution of a transaction
for a customer, and will not terminate an engagement in such an agreement with a
pension advisor under the circumstances listed in the definition of “unreasonable

refusal”.

In July 2023, the Income Tax Regulations (Rules for Approval and
Management of Provident Funds) (Amendment), 2023, and Supervision
of Financial Services Regulations (Provident Funds) (Transfer of Funds
between Provident Funds) (Amendment No), 2023 were published in
accordance with the government'’s resolution of February 24, 2023 dealing with
“Increasing the Competition in the Insurance and Savings Brokering Industry”,
which was included in the economic plan for 2023-2024. According to the
Amendment to the Income Tax Regulations, the contribution into an insurance fund
will be capped to that portion of the wage that exceeds double the average wage
in Israel, such that the portion up to double the average wage in Israel will be
deposited with an annuity provident fund which is not an insurance fund.
Furthermore, as a complementary step, the Transfer Regulations, were amended
such that the transfer of funds to an insurance fund will be limited to that portion

of the wage that exceeds double the average wage in Israel.
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Drafts

416.1.12 In April 2023, a Draft of the Supervision of Financial Services Regulations
(Provident Funds) (Direct Distribution Fee to a Pension Insurance Agent),
2023 was published. The draft regulation was published further to the
government’s resolution regarding “Reducing Distortions in the Insurance and
Savings Brokering Segment”, which was included in the Arrangements Law Bill for
2023-2024. The regulations suggest setting a tiered refund mechanism in
connection with the sales commission in the event of frequent transfers from one
product to another. It is also suggested to determine that a pension insurance agent
will be allowed to receive from an institutional entity a one-off fee only if the
agreement between the insurance agent and the institutional entity stipulates that
the insurance agent will be required to refund the said fee to the institutional entity
during the first six years following the signing-on of a planholder to a provident
fund, or following the date on which the agent was appointed, if at least one of the
events listed in the draft occurred. According to the explanatory notes, the purpose
of the proposed regulations is to mitigate the sales bias, which causes excess
volatility in the market, whose outcome is an increase in insurance premiums and
management fees, and ineffective management of the pension funds in a manner

that is not in line with the customer’s best interest.

416.1.13 In December 2023, the draft circular on a Uniform Format for Transferring
Information and Data in the Pension Savings Market was published. The
circular sets a uniform record for the transfer of information between all parties
operating in the pension savings market (institutional entities, savers, license
holders, employers, and more). Further to the process conducted by the Authority
to assess the desired structure of the market for transferring information in the
pension savings market, and in view of the ongoing state of war in Israel, it is
suggested to postpone the effective date of the circular’s provisions that deal with
interfaces with API technology, which were supposed to come into force on
June 1, 2024. It is further suggested in the draft to modify the existing interfaces,
such that they are in line with the regulatory provisions that came into force or are
expected to come into force, regarding capping contributions to insurance funds in
accordance with the amendment to the Income Tax Regulations, presenting
expected annual cost in accordance with the “Presentation of Annual Expected Cost
to Planholders or Policyholders” circular, changing the guaranteed return
mechanism in accordance with the provisions of the Provident Funds Law, and
revising Form 161, that came into force in January 2024. In addition, in all matters
pertaining to the receipt of information regarding severance pay balances accrued

during the course of an employee’s employment by an employer for the purpose of
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filling out Form 161, it is suggested to define a uniform structure for obtaining the
employee’s consent and transferring the data to the employer for the purpose of
receiving the data through a central pension clearing system. It is also suggested
to cut the response time for the severance pay interface to 3 hours, in accordance
with the time set as response time in the holdings interface. In addition, it is
suggested to make a number of changes to the transitioning interface and the
employers interface in order to streamline the work processes pertaining to
contributions and adding information that will be transferred between a transferring
fund and a receiving fund in order to maintain the planholders’ rights as part of a

transitioning interface.

416.1.14 In February 2024, the Bill for Supervision of Financial Services (Pension
Advice, Marketing and Clearing System) (Amendment No. 13), 2024 was
published. As part of the amendment, it is suggested to prescribe that banking
corporations will be allowed to give pension advice through digital means, including
an app, and to conduct with customers phone calls that are required as part of the
provision of the pension advice and further to that service.

4.1.7 The principal legal frameworks of the life and savings area of activity

4171 Legislative arrangements

41711 Many of the provisions of the law that apply to the field of asset management -
pension and provident funds as listed in Section 4.1.6 above, also apply to life and

savings. For a detailed description of these directives, see Section 4.1.6 above.

417.1.2 In April 2023, the Draft Circular regarding Discounts and Cancellations in
Life Insurance was published. The draft circular was published further to the
government’s resolution regarding “Reducing Distortions in the Insurance and
Savings Brokering Segment”, which was included in the Arrangements Law Bill for
2023-2024, with the aim - according to the explanations - of addressing the issue
of over-replacement of insurance policies with new policies and its negative effect
on policyholders. As part of the draft, it is suggested to prescribe provisions
regarding the provision of discounts in life insurance, and to set a mechanism for
refunding the one-off fee paid to the license holder in respect of the marketing of
the product. The suggested provisions as per the draft circular are: (1) An insurance
company may offer to a life insurance policyholder a discount regarding the
approved insurance premium, provided that the discount rate that will be offered to
the policyholder and will be set in the insurance contract will not be reduced from
the date on which the insurance coverage came into force through the end of the
insurance period; (2) where a policy was canceled during the 6 years from the
insurance coverage’s effective date, or if the policyholder gave notice to the effect

that he/she no longer wishes to receive services from the license holder that
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marketed the policy, the insurance company will receive from the license holder that
marketed the policy a refund at an amount equal to the amount of the one-off fee
paid in respect of the marketing of the policy, in accordance with the draft; (3) the
insurance company will not compensate the license holder for the refund of such
fees (whether directly or indirectly); (4) an insurance company will document the
information concerning the fees paid for the marketing of insurance policies,
discounts given to policyholders, cancellations of insurance policies, and fees

refunded to the company due to such cancellations.

4.1.8 The principal legal frameworks of the Property and Casualty

Insurance segment

4181 Legislative arrangements

4181.1 Property and casualty insurance

Supervision of Financial Services Regulations (Insurance) (Calculation of
Insurance Reserves in Property and Casualty Insurance, 2013 deal with the
manner of calculating insurance reserves such that they adequately and properly reflect
the insurer’s insurance liabilities.

For further details on these regulations and the Commissioner's Directives, see Note 2

to the Financial Statements.

4.18.1.2 Compulsory motor insurance

The Motor Insurance Ordinance (New Version), 1970 (the “"Motor Insurance
Ordinance”) stipulates that every person using or allowing others to use a motor
vehicle must have a valid insurance policy in accordance with the Motor Insurance
Ordinance. Pursuant to the Motor Insurance Ordinance, a compulsory motor insurance
policy covers the motor vehicle’s owner and the driver against any liability they may
incur under the Road Accident Victims Compensation Law, 1975 (hereinafter - the
“CRAV Law") and against any other liability they may incur due to bodily injury caused
by or as a result of the use of a motor vehicle to the driver, passengers, or pedestrians

hit by the motor vehicle as a result of the use thereof.

418.1.3 The Road Accident Victims Compensation Fund ("Karnit") is a corporation
established under the CRAV Law; its purpose is to compensate victims who are eligible
for compensation by virtue of that law, but are unable to claim compensation from an
insurance company due to one of the following circumstances: the identity of the driver
who caused the accident is unknown; the driver does not have compulsory motor
insurance, or the insurance does not cover the liability; the vehicle’s insurer is under

liquidation or an administrator was appointed for the insurer.
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4.18.1.4 In accordance with the Economic Efficiency Law (Legislative Amendments for
the Implementation of the Economic Plan for 2009 and 2010), 2009 (the
“Economic Efficiency Law") as from 2010, the insurance liability in respect of the
provision of medical services, which are included in the basket of services set out in
the Second Addendum to the National Health Insurance Law, and in the National Health
Insurance Ordinance (Medications in the Health Services Basket) was transferred from
the insurance companies to the health maintenance organizations; accordingly, the
premium component relating to the said insurance liability in respect of medical services

is transferred to the health maintenance organizations.

41815 The Motor Insurance Regulations (Creation and Management of Databases),
2004, determine the activity of a database operator, which is in charge of the
management of the database and the generation of reports used, among other things,
to assess the risks in the compulsory motor insurance subsegment, and to determine
the cost of pure risk on the basis of which compulsory motor insurance tariffs are

determined (hereinafter - the “"Base Tariff").

418.1.6 The Motor Insurance Regulations (Residual Insurance Arrangement and
Mechanism for Determining the Tariff), 2001, stipulate the residual
insurance arrangement (the “Pool”), which is based on a co-insurance by all
insurers. The purpose of the residual insurance is to cover the compulsory motor
insurance risk of those who are rejected by commercial insurance companies due to
exceptional risk levels (mainly motorbikes and all-terrain vehicles). Each insurance
company's share in the residual insurance is determined every year based on its
proportionate share - during the past year - in the compulsory motor insurance
subsegment. The Pool operates as an insurer, and its rates are determined by the
Commissioner. The Phoenix’s proportionate share in the Pool’s losses in the reporting

year was 13%.

4,18.1.7 The National Insurance Law (Combined Version) 1995 (hereinafter - the
“National Insurance Law”) authorized the National Insurance Institute (the
“NII") as a corporation operating as an insurance entity by virtue of that law. Pursuant
to Section 328 of the National Insurance Law, where the NII has a liability to pay an
annuity to a victim, and at the same time a liability arises to a third-party to pay
compensation to that victim in respect of the same event, the NII may receive
indemnification from the said third party in respect of annuities it has paid or is required
to pay. In 2015, following negotiations held between the Israeli Insurance Association
and NII, pursuant to the approval of the Competition Commissioner, the parties
reached a draft subrogation agreement, which regulates the NII's indemnification right

and lists, among other things, the circumstances in which the Company may reject the
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41818

41819

subrogation demand and indemnification rates. Following the above, in July 2015, the

Company signed a subrogation agreement with the National Insurance Institute.

Further to the said agreement, in March 2018, the Economic Efficiency Law
(Legislative Amendments for the Achievement of Budgetary Targets 2019),
2018 was published, whereby the individual subrogation right available to the National
Insurance Institution by virtue of Section 328 of the National Insurance Law in respect
of road accidents occurring as from January 1, 2014, will be revoked, and - as a result
- the agreements signed to regulate this right will be terminated. The bill prescribes
that In lieu of this right of individual right of subrogation, a netting arrangement shall
apply, under which a fixed amount will be remitted to the National Insurance Institute
from the insurance companies each year to cover their liability according to parameters
determined by law and/or regulations. At the end of the day, the said bill was not passed
as a binding law. Nonetheless, following the said bill and after negotiations between the
insurance companies and the National Insurance Institute, in July 2021 a new
arrangement was signed with the National Insurance Institute. In accordance with the
arrangement, the insurers transferred to the National Insurance Institute an advance in
respect of road accidents that took place in 2014 to 2022; the previous subrogation
agreement of 2015 continues to apply in respect of those years. It was also agreed that
in respect of road accidents occurring as from January 2023, the subrogation agreement
shall not apply; on the other hand, in 2023-2024, 10% of the insurance premiums
collected each year will be transferred to the to the National Insurance Institute; in
respect of road accidents occurring as from 2025, the percentage will increase to
10.95% in lieu of the National Insurance Institute’s right to bring a restitutionary claim

against an insurer liable to payment in respect of damage.

For information regarding The National Insurance Regulations (Discounting),
1978, which deal with the discounting of annuities, see Note 41 to the financial

statements.

A Draft Amendment to the Consolidated Circular - Appendix 6.2.1 to Title 6,
Part 2, Variables and Categories in Compulsory Motor Insurance was published
in June 2023. The Capital Markets Authority has the power to set the variables,
according to which insurance premiums in the compulsory motor insurance subsegment
will be calculated, subject to the approval of a joint committee of the Knesset's
Constitution, Law and Justice Committee and the Knesset's Finance Committee.
According to the draft, based on the recommendations of the operator of the statistical
database that operates in the segment, and is charged with the risk assessment, the
Capital Markets Authority intends to request the joint committee’s approval for the
adding the following variables to the list of variables one will be allowed to use in order

to determine the insurance premiums in the segment: distance traveled, driving course
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for motorcyclists, autonomous breaking system, and a support system assisting to keep

the vehicle in the traveled lane.

4.1.8.1.10 Motor property
Regulations Concerning Supervision of Insurance Business (Contract Terms

and Conditions for Insuring a Private Vehicle), 1986, stipulate the wording of a
standard policy that includes the minimum terms and conditions for provision of
insurance coverage for private and commercial vehicles weighing up to 3.5 tons.
According to the regulations, policyholders may only be given benefits in addition to the
terms and conditions of the standard policy, and the scope of their coverage, risks,

property and liabilities may only be expanded - not reduced.

In September 2023, the Commissioner published a Decision on Reduced Insurance
Payouts in Motor (Property) Insurance in respect of a Difference in Spare
Parts Prices Where the Vehicle was Repaired in a Garage which is not
Included in an Arrangement. The decision deals with a practice implemented by
insurance companies regarding motor property insurance policies, as part of which the
insurance companies deduct some of the insurance benefits based on the difference
between the price list of the spare parts’ importer quoted by the appraiser in its
appraisal, and the amount the insurance company would have paid for those parts had
they been purchased from spare parts suppliers, with whom the insurance company
entered into engagement. The decision sets the following provisions: (1) An insurance
company that operates in the said manner should display to the policyholder, in a
prominent way, the way he/she is expected to conduct himself/herself upon the
occurrence of an insured event, both at the stage of the insurance offer, and when the
policyholder reports a claim; (2) before a deduction is carried out, the insurance
company shall consider, according to the relevant circumstances, to give the policyholder
the option to pay a lower deductible similar to the deductible amount the policyholder
would have paid had he/she repaired the car in a garage which is included in an
arrangement; (3) regarding an existing policy, the insurance company may inform the
policyholder when the terms of the policy are revised, during the insurance period or
upon renewal of the policy, even if it did not do so on the insurance offer date, while
documenting receipt of such notice by the policyholder; (4) an insurance company will
not offset or deduct any amount from the insurance benefits in respect of the cost of
spare parts without disclosing such deduction; (5) an insurance company that deducted
some of the insurance benefits paid to a policyholder through the date on which this
decision was passed is required to assess whether the deduction was made after a
disclosure was given to the policyholder, in a prominent way, which allowed the
policyholder to take action in order to reduce the damage, and that the policyholder

received the Company’s notice when the claim was opened or before the car was
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repaired. If the insurance company reduced insurance benefits without providing
disclosure thereof, if the policyholder informed it of the insured event, the insurance
company shall check whether the amount of insurance benefits it paid was lower than
the repair amount paid by the policyholder (net of deductible), and any difference should
be refunded to the policyholder. The results of the said assessment, and a report
regarding all events in which a deduction was made were transferred by the Company
to the Authority on December 31, 2023. Should the Company be required to refund
amounts following this ruling, it will not have a material effect on the Company. Further
to the ruling, in February 2024 the Commissioner published a draft circular regarding
the “Filing of Insurance Plans in the Motor Property Subsegment”, which deals, among
other things, with the ruling and its consequences, as described in Section 4.1.8.1.11

below.

Drafts

4,18.1.111n February 2024 a draft circular was published regarding the Filing of Insurance
Plans in the Motor Property Subsegment. Further to the ruling referred to in
Section 4.1.8.1.10 above, and after reviewing the materials that the Authority obtained
following the collection of findings in audits conducted at insurers, it is suggested to
set principles pertaining to the terms of insurance plans in the motor property
subsegment. The following are the key changes suggested in the draft. 1. The
maximum deduction rate out of the total cost of repairing the vehicle, which an insurer
will be allowed to offset (if the vehicle was repaired in an auto-repair shop that does
not participate in the arrangement), will be approved by the Authority; 2. If the
policyholder took reasonable measures to minimize the damage it incurs or if it reduced
the damage it incurred by reducing the cost of repairs when repairing the vehicle in an
auto-repair shop that does not participate in the arrangement, the insurance company
will deduct a deductible as if the policyholder repaired its vehicle in an auto-repair shop
that participates in the arrangement; and 3. An insurer will not include in a motor

property insurance plan compensation for constructive total loss.

4.1.8.1.12 Other property and casualty insurance

Regulations Concerning Supervision of Insurance Business (Contract Terms
and Conditions for Insuring Homes and their Contents), 1986 stipulate the
wording and terms and conditions of a standard policy and a minimum binding home

and contents insurance coverage.

4181.13For details about the publication of the Revision of the Provisions of the
Consolidated Circular - Allocation of Assets that are not Measured at Fair
Value when Performing LAT in Property and Casualty Insurance in February
2023, see Section 4.1.4.1.4 above.
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4.1.9 The principal legal frameworks of the health insurance area of

activity

419.1 In October 2023, the reform in health insurance of the Capital Markets Authority
came into force. The key points of the reform are explained in detail in the chapter dealing

with the principal changes in the Health Insurance Segment in Section 2.3.1.3 above .

4192 In September 2023, an amendment to the Introduction of Riders and Marketing
Thereof circular was published. The main amendment to the Health Insurance Segment
was designed to modify the marketing of riders such that it is made in line with the provisions
of the health insurance reform. As part of the reform in the Health Insurance Segment,
insurance riders were included in the fourth tier, and from now on they will be approved as
insurance plans for all intents and purposes. Accordingly, this circular prescribes that only
the coverage or its share in the rider that were not marketed under the insurance plans shall
be considered as riders: consultation and tests; medical diagnosis; home care services,
treatment using advanced technologies and medical devices; medical support and treatment
during a significant event such as: a surgical procedure, hospitalization, and critical illness.
Following are the key additional changes in the circular: (1) New terms were set regarding
the introduction of riders in the Health Insurance Segment, which were marketed by private
companies that are not supervised by the authority, and which can, among other things,
terminate the service at any time; (2) it was prescribed that an insurance company may
request from the Commissioner not to give the recipient of the service the choice of two
service providers, where the insurance company presented a position whereby a single
service provider may be engaged; (3) a rider that includes coverage for medical conditions
without the involvement of an insurance company will be sold separately from the sale of
an insurance plan, and after at least three business days have elapsed between the sale of

the insurance plan and the sale of the rider.

4193 In October 2023, the provisions of Chapter Q “Health” in the Economic Plan Law
(Legislative Amendments for Implementing Economic Policies for Budget Years
2023 and 2024), 2023 (hereinafter - the "Economic Arrangements Law”), came into
force. The objective of the Amendment is to reduce the incidence of overlapping insurance
in the surgical procedures subsegment between Supplementary Healthcare Services
(hereinafter - the "SHABAN Plans") of health maintenance organizations and private health
insurance policies; the aim is to reach a situation where most of private surgical procedures
in Israel will be conducted by the health management organizations as part of the SHABAN
Plans. In effect, the Amendment implements the recommendations of the public committee
for strengthening healthcare services in Israel and regulating the public and private health

system (hereinafter - the “"Ash Committee”), which were published in November 2022. The
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key points of the Economic Arrangements Law are explained in detail in the chapter dealing

with the principal changes in the Health Insurance Segment - Section 2.3.1.3 above.

Further to the above, in October 2023, the Online Interface regarding Surgical
Procedures in Israel Circular came into force. The circular sets provisions regarding the
scope of the information and the manner by which it is to be transferred between the health
maintenance organizations and the insurance companies through the online interface in order

to implement the provisions set forth in the Economic Arrangements Law.

In addition, in October 2023, an amendment to the Required Information on the
Website of an Institutional Entity Circular was published. The circular stipulates, among
other things, that insurance companies that market a surgical procedures insurance policy
will be required to present the list of surgeons, who have been part of an arrangement with
the Company in its surgical procedures insurance policies in accordance with provisions set

in the circular regarding the period and the required information.

Furthermore, in March 2024, the Circular regarding Transfer of Policyholders to a
SHABAN Surgical Procedure Supplementary Policy was published, which prescribes
provisions regarding the transfer of policyholders from the original policy to a SHABAN
surgical procedure supplementary policy, provisions regarding the manner by which
policyholders will be informed of the transfer, before the transfer and after it, and provisions
regarding the delivery of the policyholder’s notice that he/she does not wish to be transferred

as described above.

4194 In December 2023, the Commissioner published Directives regarding Financial Services
Supervision (Insurance) (Collective Long-Term Care Insurance to Members of
Health Maintenance Organizations) (Amendment), 2020. As part of the provision,
the existing insurance coverage was revised in order to stabilize the funds of policyholders
insured under long-term care insurance for members of a health maintenance organization.
In addition, the "Amendment to the Provisions of the Consolidated Circular - Section 6,
Chapter 3 - Long-Term Care Insurance” was published, which amended the requirement
that an insurance company will bear the insurance risk that will not be lower than 20% in
the basic tier of the collective long-term care insurance policy for members of the health
maintenance organizations in order to allow the health maintenance organizations the
flexibility to set the risk rate applicable to the insurance company in accordance with the
unique characteristics of the insurance plan in the different health maintenance
organizations, and in order to increase the feasibility of the insurance plans’ ability to
continue offering coverage.

The provisions became effective on January 1, 2024. The Phoenix Insurance insured the
customers of Maccabi Healthcare Services under a collective long-term care insurance, which

expired on December 31, 2023 and was renewed with another insurer. Therefore, these
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provisions do not affect the activity of The Phoenix Insurance in the collective long-term care

insurance subsegment. For further details, see Section 2.3 above.

4195 In March 2024, Amendment to the Consolidated Circular - Title 6, Part 3, Chapter
2 - The Requirement to Offer Supplementary Healthcare Coverage was published.
The circular was published further to the Economic Arrangements Law, and clarified the
scope of the coverage in a SHABAN supplementary health insurance policy, as follows: (a)
Indemnification of a policyholder for a private surgical procedure held in Israel, including the
expenses covering the costs of the surgical procedure; such indemnification is paid only if
the policyholder's SHABAN plan does not cover the expenses arising from the surgical
procedure, or if the surgeon is not part of a surgical procedures arrangement with the health
maintenance organization, but is a part of an arrangement with the insurance company; (b)
indemnification in respect of the deductible paid by the policyholder according to a
policyholder's SHABAN plan for a surgical procedure that was funded through the SHABAN
plan, even if the surgeon is not included in a surgical procedures arrangement with the
insurance company; and (c) indemnification in respect of the purchase of a medical
accessory where the accessory in question is not covered by the SHABAN plan, but is covered
by the Company’s insurance policy, and the surgical procedure will be funded by the SHABAN

plan.

4.1.10 The principal legal frameworks of asset management - financial

services

For details on the legal frameworks of the Investment House and Wealth segment, see Section 2.5.1.5

of the report.

4.1.11 The principal legal frameworks of the Credit Segment

For details on the Credit Segment, see Section 2.6.7 below.

4.1.12 The principal legal frameworks of the distribution (agencies) activity

For details on the legal frameworks of the financial services segment, see Section 2.7.7 below.
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4.2 Entry and Exit Barriers
4.2.1 Entry barriers

4211 Insurance, pension funds and provident funds activity

In accordance with the provisions of the law, an entity wishing to engage in insurance
(including the holding of pension and provident funds’ management companies) is
required to obtain an insurer license under the Supervision Law (hereinafter - an
“insurer license”); the holding of more than five percent of a certain type of means
of control in an insurer is conditional upon obtaining a permit from the Commissioner
to hold such means of control (hereinafter - a “holding permit”), and control in an
insurance agency is also conditional upon obtaining a control permit from the
Commissioner (hereinafter - a “control permit”).

When reviewing requests for insurer licenses, an insurer license, a holding permit and
a control permit, the Commissioner takes into account, among other things, a broad
range of considerations, including: the applicant’s work plans; the suitability of officers’
qualifications to their roles; financial means; experience and business background of
the entities applying for the license or permit; the competition in the capital market,
including the insurance industry and the level of service therein; the Government’s
economic policy; reinsurance arrangements; the workforce, etc. The Commissioner may
set terms and conditions and restrictions in connection with issuing permits including
the condition that the insurer has a fixed and stable control core, a prohibition on placing
a charge on means of control included in the insurer’s control structure, maintaining
the framework of the control group, including setting provisions or restrictions on the
sale or transfer of means of control to others.

Furthermore, pursuant to Section 32(c1) to the Supervision Law, a material holding in
the field of long-term savings is prohibited. A material holding is defined as the holding
of a market share of more than 15% of long-term savings assets, as defined in the
Supervision Law.

The Supervision of Financial Services Regulations (Insurance) (Minimum
Capital Required for Insurance License), 2018 were approved in January 2018;
these regulations supersede the Supervision of Financial Services (Insurance) (Minimum
Capital Required from Insurer), 1998, and determine the rate of equity required to
obtain an insurer license. The purpose of the regulations is, among other things, to
reduce entry barriers to the Israeli insurance market and encourage the entry of
companies relying on technology and innovation.

It should be noted that, pursuant to the aforesaid regulations, new insurance companies
entered the market targeting a broad range of customers wishing to purchase insurance
directly; so far, those insurance companies focused on selling motor insurance and

travel insurance, mostly through digital means supported, inter alia, by call centers.
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In the field of pension savings, the establishment of the default pension funds and the
termination of collective agreements between employers and management companies
in March 2019 in accordance with the Circular on Provisions Regarding Selection
of Provident Funds, caused the funds selected as default funds to become more
dominant than others. For further details, see Section 2.4.1.1.2.

Furthermore, pursuant to the Reduction of Concentration Law, restrictions are placed
on investment in institutional entities by entities holding significant non-financial
holdings. For further details on the Reduction of Concentration Law, see Section
4.1.1.2.3 above.

4212 Permit to hold means of control in institutional entities

In July 2013, the Commissioner and Banking Supervision Department published a joint
document dealing with Guiding Principles for General Criteria and Conditions
for Entities Applying for a Permit to Control and Hold Regulated Financial
Entities. In the document, the Commissioner drafted a list of guiding principles that
shall constitute the basis for a detailed framework of criteria and conditions for issuing
a control permit; the details of this framework may vary according to the types of
regulated entity. The considerations taken into account when assessing a permit
application relate, among other things, to four principal areas: (1) personal and
business honesty and integrity; (2) financial strength; (3) planned investment strategy;
(4) the applicant’s business experience, area of business of the applicant and the
entities in respect of which a permit is requested, and the potential for conflicts of
interest in the regulated entity.

Further to said document, in February 2014, the Commissioner published a document
dealing with a Policy for Control in an Institutional Entity (hereinafter - the
“Policy Paper”). The Policy Paper lists the Commissioner’s Directives regarding
control in an institutional entity and on the filing of an application for a control permit
in an institutional entity. The directives pertain to applicants applying for a new control
permit; however, they will also apply to holders of an existing control permit, with the
necessary modifications to the permit they hold. It should be noted that in the case of
joint control, each entity in the controlling shareholders’ group is required to obtain a
control permit, and therefore, each such entity is required to file a control permit
application.

The Policy Paper pertains, among other things, to the following issues: (1) the terms
and conditions that pertain to an applicant applying for a join control permit; (2) the
control structure and method of holding means of control in an institutional entity in
the case of a non-financial entity, foreign banking corporation and a foreign institutional
entity, an entity managing funds, partnership, trust and an institutional entity; (3) the
minimum holding rate. In that context, it was determined, among other things, that
the required holding rates are as follows: a stake of more than 30% in an institutional

entity which is required to maintain a large amount of minimum capital, a stake of more
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than 40% in an institutional entity which is required to maintain a medium amount of
minimum capital, and a stake of more than 50% in an institutional entity which is
required to maintain a small amount of minimum capital; (4) the funding of the
corporations through which the institutional entity is held; (5) placing of charges on the
means of control; (6) the financial strength of the applicant. It should be noted that
the Company is an institutional entity which is required to maintain a large amount of
minimum capital, and accordingly, the minimum holding rate required of its controlling
shareholders is 30%.

Furthermore, in July 2019, the Commissioner published a paper dealing with a Policy
for Issuing - to Entities Managing Customers’ Funds - Permits to Hold Means
of Control in an Institutional Entity without a Controlling Shareholder; the
paper’s objective is the set terms and conditions which an entity managing customers’
funds is required to comply with in order to receive a holding permit for holding up to
7.5% of the means of control in an institutional entity without a controlling shareholder.
It should be noted that, in accordance of the above, in January 2020, the Company
and its controlling shareholders received a permit to hold a stake of up to 7.5% in Clal

Insurance Enterprises Holdings Ltd.

4213 Licenses and permits received

As stated in Section 4.2.1.1 above, pursuant to the Supervision Law, the holding of
more than 5% of an insurer's “means of control”’’ is subject to obtaining the
Commissioner’s permit.

In 2019, as part of the transaction for the acquisition of control in the Company by the
funds, the ultimate shareholders of the funds and the funds themselves were given a
Control Permit and a Holding Permit in respect of the Company and regulated
corporations under its control, The Phoenix Insurance and The Phoenix Pension and
Provident Funds (hereinafter - the “Control Permit”).

The Control Permit includes various provisions, including: provisions regarding
maintaining the control and holding structure in the funds (including in the ultimate
managing partner of each of the funds), provisions regarding the holdings and control
structure of corporations in the Company’s chain of control and Beleneus'’s holdings in
the Company itself; provisions regarding the sale or transfer of means of control
between control group members, and sale or transfer of means of control in the
Company; provisions regarding the requirement to maintain minimum equity;
restrictions regarding the placing of charges on means of control of the Company or
companies in the chain of control; various provisions regarding reporting to the

Commissioner changes in shareholding in the Company; obligation to supplement
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capital of The Phoenix Insurance, including provisions regarding the holding in trust of
4.5% of the shares of the Company's control core in order to supplement the equity if
The Phoenix Insurance is unable to comply with the equity requirements it is subject to
(as shall be applicable from time to time).
It also should be noted that, as part of the transaction for acquisition of control, a
permit to hold means of control as collateral in respect of an obligation (hereinafter -
the “Charge Permit”) was given to the funding entities in the transaction (several Israeli
banks and institutional entities); the permit allowed these entities to place a charge on
the means of control in the Company, which is held by the funds (through Belenus) and
on the means of control in Belenus. The Charge Permit stipulates, among other things,
provisions regarding the sale of the pledged means of control and provisions on
reporting to the Commissioner.
The Control Permit is updated, from time to time, as required, and in accordance with
structural changes resulting from mergers and acquisitions of various companies and
operations in the Group's areas of activity supervised by the Capital Market, Insurance
and Savings Authority.

4214 Shareholders equity

Insurance companies

A company engaged in insurance activity is required to meet regulatory capital
requirements which constitute a significant entry barrier for operating in this field.

For further details about the capital requirements, including the application of a
Solvency II-based economic solvency regime, the transitional provisions in connection
with full application of the provisions, the restrictions on dividend distribution and the

capital adequacy target, see Section 2.1 to the Report of the Board of Directors.

The management company - The Phoenix Pension and Provident

In 2020, as part of the transfer of The Phoenix Pension and Provident’s shares to The
Company, the latter has undertaken to supplement, at any given time, The Phoenix

Pension and Provident’s equity to the amount set in the Provident Fund Regulations.

4215 Expertise, knowhow and experience

The Group’s insurance and financial services activities require the possession of specific
knowhow, mainly in the field of actuarial sciences and risk management; these activities
also require familiarity with the relevant markets, including the reinsurance market.
Furthermore, gaining experience in this area of activity, accumulating actuarial
information and creating an extensive database serve a very important role in the

setting prices and underwriting new businesses.
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4216 Minimum size (economies of scale)

In order to cover the high fixed operational costs required to operate investment and
insurance systems, including meeting the range of regulatory requirements in the

various areas of activity, actors need to have minimum income.

4.2.2 Exit barriers

The principal exit barriers from the Group’s various areas of activity are also prescribed by the relevant
laws.

4221 The insurance, pension funds and provident funds activity

The liquidation or winding-up of an insurer’s insurance businesses are regulated by the
Commissioner, who may instruct an insurer to act in a certain manner when winding-
up businesses or ask the court to issue an order whereby the liquidation will be carried
out by the court or under court supervision. A merger, split, discontinuance of
management or voluntary liquidation require obtaining the Commissioner’'s advance
approval. Where an application for issuing orders appointing a receiver or a temporary
liquidator was filed in respect of a management company, and such orders were not
canceled within the period set in the Provident Funds Law, or if management was not
transferred to another management company within the period set in the law, the
Commissioner may exercise his powers in an effort to maintain the stability of the
provident fund, including by appointing an authorized manager in accordance with the
rules set for insurance companies. In the life insurance and pension businesses and in
the Property and Casualty Insurance business, which are long-tail businesses, the
discontinuance of activities involves a run-off coverage arrangement in respect of all
policyholders and planholders’ rights.

The transfer of control in an institutional entity requires the acquired to obtain a control
permit; for further details about criteria and general terms and conditions applicable to
an entity applying for a permit to control and hold regulated institutional entities, see
Section 4.2.1.2 to the Report.

4222 Investment House and Wealth

For further details on entry and exit barriers in the Investment House and Wealth segment,
see Section 2.5.1.8 to the Report.

4223 Credit
For further details on key entry and exit barriers in the credit segment, see Section 2.6.6 to

the Report.

4224 Distribution (agencies)
For further details on key entry and exit barriers in the distribution (agencies) activity, see
Section 2.7.2 to the Report.
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4.3 Critical success factors

4.3.1 General success factors

Success factors common to all of the Group’s areas of activity:

1.

NoUhWN

11.
12.
13.
14.
15.
16.

The economic conditions, employment and interest rates, inflation and the condition of
the capital market;

Regulation, including supervision of prices;

Competition in the area of activity;

Customer loyalty and portfolio retention;

Quality of investment management;

Quality and manner of risk management;

Distribution channels, including their ability to boost demand and create new markets;
The product offering and ability to adapt the products to market conditions and
customers’ needs;

Quality of service to policyholders, planholders and agents;

Positioning the Company as a leader in the field, while creating a brand that will enhance
its status among competitors;

Retaining and acquiring high-quality staff;

Technological innovation;

Level of IT systems, technology and cyber security;

Effectiveness of operations and the level of operating, marketing and selling expenses;
Exercising effective controls;

Strength and stability.

4.3.2 Unique success factors in insurance and savings and asset

management - Retirement (Pension and Provident)

The following factors may be attributed to these areas of activity:

WeONoURWNH

13.

Quality of underwriting;

Rate of management fees entities may collect under law and the actual rate collected;

Management of compensation in the distribution channels;

Quiality of actuarial assumptions applied to pricing and to determining reserves;

Incidence and severity of the claims, including catastrophe events;

Quiality of all aspects of claims management;

Effectiveness of protections and reinsurance costs;

Changes in underwriting risk factors;

Scope of tax benefits to the customer (in the life insurance and long-term savings
segment);

. Transition to effective digital processes and products;
. Developments in medical and other technologies, inculcating medical inflation;
. Quality of management of own capital and the investments in the Company’s nostro

portfolio;
Quality of investment management and the risks in the planholders’ portfolios;

4.3.3 Unique success factors of other areas of activity

For critical success factors in the asset management - Investment House and Wealth activity, see
Section 2.5.1.7 above.

For critical success factors in the Credit Segment, see Section 2.6.5 above.

For critical success factors in the distribution (agencies) activity, see Section 2.7.2 above.
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4.4 Investments:s

4.4.1 Investment management

4411 Structure of investment management

The Phoenix Investments manages the insurance, pension and provident funds investments
of The Phoenix group, including investments against yield-dependent liabilities (funds of
planholders and policyholders), non-yield-dependent liabilities (nostro funds), and the Group's
share capital. Furthermore, The Phoenix Investments has an management investment
agreement in connection with the management of the passive tracks with The Phoenix
Investment House and BlackRock.

The Phoenix Investment House also manages investments for the Investment House and
Wealth activity, and The Phoenix Advanced Investments manages alternative investments. For
further details regarding The Phoenix Investment House and The Phoenix Advanced
Investments, see Section 2.5 above.

Investment management is carried out jointly for planholders and policyholders of The Phoenix
Insurance and The Phoenix Pension and Provident (hereinafter - “planholders’ funds”)
through The Phoenix Investments. In that context, it should be noted that The Phoenix
Investments does not manage the investments of IEC Gemel, and accordingly IEC Gemel is
not considered part of the “Group of Investors” (as defined in the Investment Rules
Regulations) together with The Phoenix Insurance and The Phoenix Pension and Provident
with regard to investments in liquid securities.

Investment management by The Phoenix Investments is carried out through a large,
professional and highly-qualified team with vast experience in investment management, which
is composed, as of the reporting year, of approx. 90 employees.!® The management of
investments in liquid securities is carried out in separate teams - one charged with
management of planholders’ funds and the other charged with management of the nostro
funds. In addition to those teams, there are a number of professional units that provide
investment services in relation to illiquid assets, both to the team dealing with nostro funds
and to the team dealing with planholders’ funds, such as: Real estate, illiquid credit,
investment funds, private transactions and infrastructures. The investments are supported by
a knowledgeable and highly-experienced internal research department, and by research
conducted by leading research bodies in Israel and abroad. Furthermore, The Phoenix entered
into engagements with investment managers, who are among the largest leading investment
managers in the world.

The management of planholders’ funds is carried out through common committees, including
a joint investment committee, a joint internal credit subcommittee, a joint advisory committee

for technology investments, and a troubled debt forum.

18 This section relates to the investment management of an insurer, pension fund and provident fund managed by a management

company, rather than to investment management within the investment house and wealth segment.
19 The figure is as of December 31, 2023.
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Illiquid transactions are offered simultaneously to the planholders’ investment manager and
to the nostro’s investment manager in accordance with a predetermined split ratio. Any

deviation from the split ratio requires advance written approval of the investment committees.

44111 The Group'’s investment management policy

The investment policy defines the exposure ranges in relation of each of the different
investment channels for each of the tracks. The investment policies are based, among
other things, on the targets of work plans, work assumptions about macroeconomic
conditions in Israel and around the world, trends in various markets and investment
areas, estimates as to interest rates, foreign currency exchange rates, political and
security conditions, unemployment rates, etc. The investment policies are brought for
approval before the investment committees (planholders and nostro) and the boards
of directors of The Phoenix Insurance and The Phoenix Pension and Provident Funds
at least once a year.

It is noted that, as part of the investment policy, the board of directors and investment
committees also approve the credit policy for the management of the credit assets of
the portfolios under management. The credit policy sets out work processes,
authorization hierarchy and credit portfolio credit exposures, considering, among other
things, maximum exposure limits to a single borrower, to a group of borrowers, to a
specific subsegment, ensuring the existence of management, supervision and control
mechanisms for risk management, etc.

The investment policy of the portfolios under management is reviewed continuously
as part of the discussions of the investment committees. Furthermore, the control and
risk management units continuously oversee the investment activity, with emphasis
on the volumes of activity, exposure rates in each type of investment channel,
compliance with the restrictions of the investment and credit policy and provisions of
the law.

In accordance with the Commissioner’s Directives, the Company publishes on its
website information concerning its investment policies. For details on the Company’s
investment policy, see the Company's website at:

https://www.fnx.co.il/investors-relations-hebrew/investment-information-reports/the-

expected-investment-policy/

44.1.1.2 Responsible and sustainable investments

Furthermore, in accordance with the growing recognition of the importance of
“responsible investments” across the world and specifically in Israel, the Company
publishes on its website information regarding ESG (Environmental Social and
Governance) considerations it takes into account as part of the implementation of its
investment policies, and the corporate governance criteria that guide its investment

committee when making decisions about investment in securities. For details on the
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above, see the Company's website at: https://www.fnx.co.il/esg/responsible-

investments/

In addition, as from 2023, the Group executed a process for the measurement of
financed emissions in The Phoenix group’s investment portfolio - Scope 3 according
to the SPAF international measurement methodology. The measurement was carried
out in respect of all types of assets and financial instruments used in the Group’s
investment activities, totaling NIS 370 billion as of the end of 2022. For more

information, see Section 1.3.17 above on ESG and sustainability.

44.1.13 Voting policy in General Meetings of companies in which the Group invests

As part of The Phoenix group’s fiduciary duty in managing planholders and planholders’ funds,
and in order to maximize the return on the investment, The Phoenix participates in the General
Meetings of corporations in which it holds rights and also has an obligation to vote therein in
accordance with the Supervision of Financial Services Regulations (Provident Funds)

(Participation of Management Company in General Meeting), 2009.

For that purpose, The Phoenix group formulated a policy for voting in General Meetings
(hereinafter - the “Voting Policy”), which is published on the website at:

https://www.fnx.co.il/fnx-insurance-ltd/investment-information-reports/participation-in-general-

meetings/

When making a voting decision, the conduct of the corporation will be reviewed with a view of
the principles of proper corporate governance and their application, including a review of the
corporate governance score awarded to the corporation. The Phoenix formulates the voting
decision in accordance with its outlook and the considerations relevant to the item on the
agenda; under special circumstances, The Phoenix has the sole discretion, subject to prior
approval from the Investments Committee, to deviate from the above policy.

In the reporting year, The Phoenix group contracted a leading global consulting company for
the provision of voting operation and analysis services in order to vote in foreign companies,
in which The Phoenix group has a significant holding, based on a policy for voting in General
Meetings abroad, which the Company intends to adopt. The review received from the
consulting firm will be submitted to a special unit at The Phoenix, which is responsible for
reviewing the information in the review, conformity or non-conformity with the voting policy
that was drawn up, and for approving the manner of voting in the investee in accordance with

the Company's existing procedure.
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44.1.14 Institutional activism

From The Phoenix’s perspective, the role of the institutional entities is, among other things, to
take action to improve corporate governance in publicly-held companies, which they hold. The
Phoenix takes an active line involving taking responsibility and being significantly involved in
its material holdings, with the understanding that the involvement of institutional entities is an
integral part of their role of improving the investments, protecting investors in publicly-held
companies, and developing the capital market.

Following are examples for active steps taken by The Phoenix in General Meetings in the reporting

year:

e Compensation Policy and officers’ terms of service - The Phoenix group has objected
to decisions pertaining to the compensation policy or officers’ terms of service, and
even proactively approached companies with regard to those topics, resulting with
changes to the compensation policy and/or officers’ terms of service, such that they
will be consistent with the principles set out in the Voting Policy.

e Appointment of external directors - The Phoenix group thoroughly examined
appointment of external directors, and objected to such appointments where they were
not in line with its Voting Policy for qualitative and pertinent considerations. In addition,
The Phoenix group took steps to offer a position of an ED in order to achieve gender
diversity in the boards of directors.

e Increasing the rate of external directors - The Phoenix group acted proactively to
appoint additional external directors, in cases where it believed the board of directors’
independence should be strengthened.

e Interested party transactions - The Phoenix group took steps involving the companies
in which the investment was made in order to review the adequacy of the procedure
in which it was decided to conduct a transaction with the controlling shareholder and
the manner in which the terms and conditions of the transaction were drawn up.
Furthermore, following its request, a number of transactions were removed from the
agenda in which there was a difference between the interest of the controlling
shareholder/interested party in the transaction and the interest of the other
shareholders in the Company.

44.1.15 Investment control

The Investment Control Department is a separate unit operating independently of the
unit charged with initiating, performing, allocating, and assessing investment assets.
The unit reports to the Investment Controller Department, which is part of The
Phoenix Insurance’s Finance Division, and operates independently of the investment
activity. The unit audits the investment activity on an ongoing basis in accordance
with the regulations applicable to the Company’s investment management activities.

Accordingly, the Investment Controller Department is in charge of a range of reports
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that the Company is required to issue pursuant to regulatory provisions and internal

requirements of the various corporate organs.

44.1.16 Self-directed policies (IRA): the investments in respect of self-directed policies
and provident funds (IRA) are managed through external investment managers
funded by planholders, or directly by the planholders.

44.1.1.7 Investment committees

Following are details regarding the external investment committees that manage the investments of
the institutional entities:
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Committee Managing Committee Convening Committee’s roles and activity
entity members dates
Participating Policyholders All committee Generally, | The ultimate organ in relation to the management of
Investment and members are external | every two | the planholders’ funds. The committee sets the
Committee planholders of to The Phoenix weeks investment policy as part of the overall investment
The Phoenix group, and do not policy set by the Board of Directors in relation to each
Insurance and | work for the Group or provident fund, investment track or insurance liability.
The Phoenix provide it with In addition, the committee discusses the transactions
Pension and services. presented for its approval in accordance with the
Provident Company'’s existing authorization hierarchy. In each
(hereinafter meeting, a review of the market in Israel and abroad
“planholders’ is held, which is delivered by internal investment
funds”). managers, and periodically - by external consultants.
The committee discusses existing and expected
changes in the different markets. In addition,
monitoring and analysis are carried out of the returns
achieved, from the perspective of the target returns,
the structure of the current portfolio, and the
investment policy. Furthermore, the committee
receives reports on an ongoing basis regarding
transactions that were approved by a credit
subcommittee, monitors transactions that were
carried out, decisions that were made, etc.
Nostro The Phoenix Five members, At least Management of the investments of the insurer’s own
Investments Insurance including two once a capital and the investment of funds to cover insurance
Committee (nostro funds) external directors month liabilities, which are non-yield dependent (hereinafter
- the "Nostro Funds”). The committee’s roles are,
among other things, setting the Company’s
investment policy as part of the overall investment
policy set by the Board of Directors in relation to the
nostro funds, approving illiquid transactions and credit
according to the authorization hierarchy, which was
approved by the Company’s Board of Directors. The
committee also receives monthly reviews and
monitors the return on the nostro portfolio; it also
receives reports regarding existing and expected
changes in the various markets.
Credit Joint All committee As needed | Among other things, the committee oversees the
Subcommittee | committee for | members are external implementation of the policy of the board of directors
managing to The Phoenix and investment committees regarding credit granting,
planholders’ group, and do not approves granting of credit according to the
funds and work for the Group or authorization hierarchy, and makes decision on how
nostro funds provide it with to handle troubled debts, according to the
services. authorization hierarchy.
Technology Joint The committee is As needed | The Technology Committee has been authorized by
subcommittee | committee for | composed of external the investment committees to advise them on
managing members with technology-related transactions, through a hierarchy
planholders’ significant knowledge of powers set up by the investment committees.
funds and and experience in the

nostro funds

field of technology,
and from (external)
representatives from
the participating and
nostro investment
committees
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4.4.2 Regulation of credit management

44.21 Credit risk management

The codex of regulations and the provisions of circulars dealing with management of investment

assets include provisions on the management of credit by institutional entities, as follows:

44.21.1 Credit risk management relating to investment activity

The objective of the guidelines on credit risk management relating to investment activity is to
ensure that institutional entities have managerial, professional and operational support as well as
adequate control and supervision mechanisms. The circular sets rules and tools for determining
a policy for providing credit as part of the overall investment policy set by the Board of Directors;
in addition, the circular determines the powers of the investment committees and the credit

committee, as well as supervision, control and reporting mechanisms.

44.2.1.2 Provision of illiquid debt by institutional entities

The Group is engaged in various types of financing, including various types of commercial debt
(bonds and illiquid loans), with or without collateral, structured financing including asset-backed
bonds, other structured products, financial derivatives and compound assets, deposits, capital
notes, and guarantees under the Sale Law and for building projects (solely as part of the nostro
activities). It is noted that in January 2024, part of the Sale Law guarantees activity, and the
construction financing activity were transferred to Gama Management and Clearing Ltd. For
further details, see Section 2.6 above.

44.213 Handling troubled debt and debt collection actions taken by institutional

entities
The Code of Regulations provides for the manner of handling troubled debts and debt collection
actions taken by institutional entities aim to ensure that institutional entities will be proactive in
collecting debts. Furthermore, the provisions are designed to define a framework for an
institutional entity’s ongoing monitoring and control of debts under its management, handling of
troubled debt and reaching decisions as to the measures taken to collect the debt, its participation
in a debt settlement arrangement process and the identity of the functions in charge of these
actions. The Troubled Debt Forum is in charge of assessing the status of debts and their
classification as troubled and/or other debt. Troubled debts shall be classified in accordance with
the following categories: a) debt under special supervision; b) debt in arrears; c) doubtful
account. The Troubled Debt Forum is in charge, among other things, of drawing up immediate
and periodic reports and participating in all discussions held by competent organs in order to
decide the handling of troubled debt, while making recommendations on provisions for debts in
accordance with authorization hierarchies. The Internal Credit Committee is in charge of making
recommendations as to the manner of handling troubled debts which are adjusted loans.
Furthermore, troubled debts are monitored on an ongoing basis, the status of troubled debts is
discussed, and a quarterly report is issued to the Board of Directors and its various committees

regarding troubled debts and the developments in the debts’ status and the handling status.
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4.4.3 Breakdown of assets under management

Total assets under management by The Phoenix group as of the report date amount to NIS 433 billion, as

detailed below:2°
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(*) For details about the separation between liabilities with respect to insurance contracts and investment contracts, see Notes
17 and 18 to the Financial Statements.

(**) The decrease in assets under management as of the report date compared to the end of 2022 arises from the sale of The
Phoenix’s indirect holdings in the General Partner of The Phoenix Value, for further details see Section 2.5.2.11.2 above.

Following are the assets under management broken down by management bodies:
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For details on the Group’s investment in real estate properties or disposal of such properties during the

reporting year, see Note 9 to the Group’s Financial Statements.

For further details about the Group’s investments, see also Notes 14, 15 and 42 to the Financial

Statements.

20 NIS billion; the figures were rounded for convenience of presentation.
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4.4.4 Investment income and its effect on the profits of the insurance and

Description of the Corporation’s Business

management companies

The investment income that offsets insurance reserves and share capital has a material effect on the
income of the insurance company and management companies. A substantial part of the Group’s asset
portfolio is invested in liquid securities traded in the capital market. Therefore, returns in various
investment channels in the capital market have a material effect both on the returns achieved for the
Group's customers and on the Group’s income. The Company measures it normalized investment results
using a real return rate of 3%. As of the publication date of the report, the variable management fees
that the Company collect amount to a negative balance of NIS 219 million, and therefore, in the reporting

year the Company did not collect variable management fees.

The extent of the effect on income also depends on the characteristics of the insurance liabilities (nostro,
participating) and the terms and conditions of management fees for products against which the relevant

reserve is held, as outlined below (in this matter, see also under Section 5 to the Report of the Board of

Directors).

Product Crediting of the return Effect on income of the insurer

and management companies
Participating | The return on investments is | In these products, the financial results
policies credited to policyholders, while | of the insurance company are affected
issued the insurer is entitled to fixed | by volatility in the return credited to
through management fees and to variable | policyholders in view of the fact that the
December 31, | management fees from the real | variable management fees are collected
2003 return achieved after deducting | from the real return achieved after
the fixed management fees. deducting the fixed management fees.
In Return on investments is credited | In these products, the effect of the
participating | to policyholders while the insurer | investment results on the insurance
policies is only entitled to fixed | company’s income is reduced to the
issued since management fees effect derived from total assets under
2004 management, on which the insurer’s

fixed management fees are based.

Medium and

The return on investments of

The return indirectly affects the total

long savings planholders’ funds is credited to | management fees from accruals
products planholders collected by the management company
(pension, but fees as a percentage of the
provident contributions (contributions towards
and advanced benefits) are not affected by the results
education of the investments, but rather only by
funds) the contribution amounts. Furthermore,

in connection with a guaranteed-return
provident fund, the profitability of the
management company may be eroded
if the provident fund did not achieve the
guaranteed return.

Life insurance
policies which
are not yield-

The return on investment is
credited to the insurer

In these property and casualty
insurance policies and in the equity
portfolio, the linkage of assets does not
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dependent (in fully correspond to the linkage of the
respect of liabilities. Therefore, changes in capital
that portion markets, interest rates, the consumer
of the life price index and foreign currency
insurance exchange rates may have a material
portfolio that effect on the Group's financial
is not backed performance, especially due to the
by designated sizable reserves managed by the Group.
bonds)

4.4.5 Material investments in investees

In addition to the institutional entities held by the Group, it also holds other investments, the principal
of which as of the report date are: A stake of approx. 79% in the Phoenix Agencies, which is held by
the Company; an 88.44% stake in The Phoenix Investment House, through The Phoenix Investments;
and a 67% stake in the issued and paid up share capital of Phoeniclass Ltd. (comprised from a 49%
holdings of The Phoenix Insurance and an 18% holding of The Phoenix Investments in respect of
equity rights only). For further details regarding the holding in Phoeniclass, see Section 4.4.5.2 below.
Furthermore, in the reporting year, a full tender offer of The Phoenix Investments and Finances to
purchase the shares of Gama Management and Clearing Ltd. was accepted in full, and it became a
privately-held company (reporting corporation), which is wholly-owned by The Phoenix Investments
(for further details, see Section 2.6 above)

As of December 31, 2023, the Group’s investment in associates totals approx. NIS 1,652 million,
including shareholders’ loans. For further details, see Note 8 to the Financial Statements.

The following is a general summary description of the Company’s material subsidiaries and affiliates,
the activities of which were not included in the description of the areas of activity and/or other sections
in this chapter.

4451 Transfer_of The Phoenix Construction Financing and Guarantees Ltd. from The

Phoenix Insurance to Gama

As from January 1, 2024, The Phoenix Construction Financing and Guarantees Ltd., which
provides financing to real estate development projects (mainly residential projects) (hereinafter
- "The Phoenix Financing and Construction”), was transferred from The Phoenix Insurance
and became wholly owned by Gama, which is wholly owned (indirectly) by the Company. For
further details, see the immediate report dated December 12, 2023 (Ref. No.: 2023-01-134841)
and Section 2.6 above.
4452 Phoeniclass
Phoeniclass and the Kibbutzim College of Education (hereinafter - the “Kibbutzim College”)
entered into a combination transaction agreement in respect of a land plot in north Tel Aviv,
owned by Kibbutzim College, including the land on which the Kibbutzim College’s existing
buildings are situated. As part of the transaction, and in exchange for the rights to built 450
residential units on the land plot, Phoeniclass will execute the residential project, transfer to

the Kibbutzim College some of the sales proceeds, which will be used to fund a new complex
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for the College, and will bear some of the cost of building public spaces that will be handed
over to the Tel Aviv municipality for commercial and public use (hereinafter - the “Project”).
Phoeniclass is working to promote the licensing and planning procedures for the Project, while
negotiating with the Kibbutzim College (and its representatives) to finalize the transaction’s
principles and execution. As part of the steps taken to promote the licensing procedures, in
September 2022 the local planning committee approved an application for a building permit in
respect of the first residential high-rise.

The Phoenix Insurance, The Phoenix Investments and the partner have an agreement
governing their relationship as shareholders in Phoeniclass, under which the partner, having
the relevant knowledge and expertise, is responsible for project management, construction, and
marketing.

4453 Ad 120 Residence Centers for Senior Citizens Ltd.
The Phoenix Insurance holds 47% (directly and indirectly) of the issued and paid up share capital
of Ad 120 Residence Centers for Senior Citizens Ltd. (hereinafter - "Ad 120"). Ad 120 develops,

builds and managers high-end senior housing facilities. It is noted that the Company continues
to classify its holdings in Ad 120 against its liabilities for life and savings, health and P&C

insurance.

4454 The Phoenix Mortgages (Gold)

The Phoenix Insurance (through The Phoenix Insurance) has a 51% stake in The Phoenix

Mortgages (Gold) Ltd., whose activity focuses on granting loans to people over 60 against a first

lien on their apartment.
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4.5 Reinsurance
4.5.1 General

Israeli insurance companies normally cover a substantial proportion of the insurance risk they assume

by entering into engagements with reinsurers. The maximum amount of risk retained by an insurer

after transferring some of the risk to the reinsurer is called “retention”. Reinsurance has several
advantages:

1. It allows insurance companies to diversify the risks to which they are exposed;

2. It allows insurance companies to improve their ability to assume additional risks and at higher
insurance amounts;

3. Itallows insurance companies to enhance their ability to protect their share capital from exceptional
events (catastrophe events, including multiple natural disasters: earthquake, fire, etc.), and to
manage it optimally.

Despite the above, reinsurance agreements do not prejudice the contractual rights of policyholders,

nor do they exempt insurance companies from their obligations towards policyholders. Therefore, the

stability of reinsurers impacts insurance companies. Furthermore, the terms of engagement with
reinsurers impact the profitability of insurance companies. It should be noted that settling accounts

with reinsurers may take many years.

There are two types of reinsurance:

Contractual reinsurance is drafted as part of a reinsurance treaty, which is signed every year
between the insurance company and the reinsurer; in this type of reinsurance, the reinsurer assumes
all risks or businesses to be transferred to it by the ceding insurer, under the agreed terms and
conditions, without the need to approve each and every risk or business.

Reinsurance comprises proportional reinsurance and non-proportional reinsurance. The difference
between the two types of reinsurance is reflected in the type of relationship between the assumption
of risk (the coverage of a claim) and the premium; in proportional reinsurance, the share of the risk
assumed by the reinsurer is generally identical in proportion to the reinsurer’s share in the premium,
whereas in non-proportional insurance - the risk assumed by the reinsurer is not directly proportional
to its share in the premium. Thus, for example, in a proportional reinsurance contract where the
reinsurer undertakes to pay 75% of each claim in the property subsegment, that reinsurer will also
receive 75% of the premium in respect of the subsegment (excluding the fees component), whereas
in a non-proportional reinsurance contract, where the reinsurer’s share of each claim in the compulsory
motor subsegment shall be the portion above USD 100 thousand and below USD 1 million, that
reinsurer’s share in the premium will be a fixed and predetermined percentage of all premiums or

exposure in the subsegment, or a predetermined premium amount.
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A. Proportional reinsurance

Quota share reinsurance contract: the reinsurer undertakes a fixed percentage of coverage of

each claim in a specific subsegment against an identical fixed proportion of the premium.

Surplus reinsurance contract: the reinsurer undertakes a variable percentage of coverage of each

claim up to an agreed cap against an identical proportion of the premium.

B. Non-proportional reinsurance

Excess of loss contract: this is insurance for an individual claim, whereby the ceding insurer
agrees to absorb all aggregate losses up to a predetermined retention amount, and the reinsurer
agrees to absorb the excess losses above the predetermined retention amount (mostly up to the
predetermined limit) against a predetermined proportion of all premiums in that subsegment or
a predetermined premium amount. One of the contracts that fall under this category of non-
proportional reinsurance contracts is the contract protecting against catastrophes.

Stop loss contract: the reinsurer indemnifies the ceding insurer to the extent that the percentage

or total amount of losses in a certain subsegment over a certain period (usually a year) exceeds
a predetermined percentage or total amount, in return for a predetermined percentage of all

premiums in this subsegment.

Facultative reinsurance is taken out to cover risks arising from specific policies. Facultative
reinsurance shall apply in one of the following cases: (1) when the insurance amount exceeds the
reinsurance capacity; or (2) the risk or area of activity is excluded from the contract with the reinsurer;
or (3) when it is estimated that the business is relatively risky. In facultative reinsurance, the reinsurer
decides separately and in advance for each risk or area of activity whether it wishes to share the risk

and at what percentage.

Generally, the rate of reinsurance in the Life Insurance Segment is significantly lower than the rate of
reinsurance in property and casualty insurance. This is due to the fact that most of the premium in life
insurance is in respect of a savings component, which is not reinsured. Furthermore, in life insurance
there is more reliable statistics as to the risks. The scope of reinsurance purchased also varies among
Property and Casualty subsegments; in the case of subsegments with homogeneous risk, where the
level of risk is highly diversified within the portfolio (such as in the motor subsegment - compulsory
and property), there is a lower level of reinsurance, whereas in more heterogeneous subsegments,
with lower risk diversification levels and higher risk (such as in other property insurance), a higher rate

of reinsurance is undertaken.

4.5.2 The reinsurers market and the manner of engagement with reinsurers

The market of reinsurers which have ratings which are relevant for The Phoenix Insurance (reinsurers
with a financial rating higher than
A-), comprises more than 200 insurers. The Phoenix Insurance works continuously with approx. 100

reinsurers. The reinsurers’ capacity depends mainly on the materialization of insurance risks, which
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they assumed during the past few years. Thus, for example, the occurrence of catastrophes around
the world causes a decrease in reinsurers’ capacity.

A potential deterioration in the condition of the reinsurance market may have a number of
consequences: firstly, an insurance company that entered into reinsurance contract is directly exposed
to the reinsurer’s ability to meet its obligations upon the occurrence of an insurance event; secondly,
a decline in the strength of a reinsurer may cause the insurance company to seek replacing it with
another reinsurer, which will involve further costs in connection with the original reinsurance and a
risk that the original coverage terms will not be achieved; this will also require the recording of an
accounting loss, since there is a concern that the reinsurer will not meet its obligations; thirdly, a
deterioration in the condition of the reinsurance market may reduce the capacity of reinsurers, in a
way that impairs the insurance company’s ability to offer coverage in the ordinary course of its
business; this may also lead to an increase in reinsurance prices and to other changes in the terms of
engagement with the reinsurer, in a way that will lead to additional costs or impair the quality of the
insurance coverage. In addition to the above, if an insurance company does not have access to
reinsurance at the required scope, it may lead to its failing to meet the regulatory capital requirements
it is subject to.

The term of reinsurance engagements in property and casualty insurance is usually one year. The
term of reinsurance engagements in life, health and long-term care insurance is usually the entire life
of the policies issued within a defined period.

Reinsurance prices are affected by factors such as the quality of the insurance portfolio (past
performance of the insurance portfolio); relevant events in Israel and globally, the interest rate and
the condition of capital markets worldwide.

In reinsurance, the ceding insurer pays reinsurers a premium, while reinsurers reimburse the ceding
insurer in respect of claims, and pays it fees, mainly in respect of proportional reinsurance contracts.
The fees paid by reinsurers normally constitute a percentage of the premium transferred to reinsurers;
in some cases, this rate is determined in advance (regardless of the results achieved), in other cases
- the rate depends on the underwriting results of the ceded businesses. The fee amount may vary
during the engagement period.

Sometimes, The Phoenix Insurance receives - in addition to the basic fee - a profit fee payable as a
percentage of the underwriting income in respect of the relevant risk (i.e., premium net of claims,
reinsurer’s expenses and fees).?!

The Iron Swords War, which broke out during the renewal of the reinsurance agreements for 2024,
affected the renewal of the agreements on a number of levels: A decline in the supply of reinsurance,
a reduction in the scope of coverage, mainly with respect to war and terror risks, and a tightening of

the wording of the agreements.

2L In facultative reinsurance, there are normally no profit fees.
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Furthermore, the international trend of price increases with regard to earthquake and natural disaster
risks continued in 2024 too, alongside a reduction in the scope of earthquake risk in the proportional

agreements.

4.5.3 Description of the policy of exposure to reinsurers

General

The Capital Market, Insurance and Savings Authority Commissioner's Circular titled Management of
Exposure to Reinsurers, published in 2003 sets out, among other things, provisions and guidelines on
how to manage exposure to reinsurers, including a requirement for setting policies and exposure caps
for reinsurers, as well as provisions on reporting to the Commissioner.

At least once a year, an insurer’s board of directors is required to discuss its policy on exposure to
reinsurers, and the insurer's assessments of the management of, and controls over, the exposure; the
board is also required to set exposure limits to a single reinsurer and to a group of affiliated reinsurers.
The Board of Directors will hold such a discussion after assessing the quality of the insurer's existing
tools for management of, and controls over, exposure to reinsurers.

The policy of exposure to reinsurers must include, among other things, a policy for exposure to
reinsurers in the Life, Property and Casualty, and Health Insurance segments, as well as setting a
maximum exposure framework for reinsurers, according to parameters set by the Board of Directors.
Such parameters may be qualitative in nature, such as the reinsurer’s international rating.

There are two types of exposures to reinsurers:

A. Exposure to outstanding balances, and exposure to the risk that the reinsurer fail to meet its existing
and future obligations. This exposure is managed by ongoing monitoring of the reinsurer's position
in the global market, as well as fulfillment of its financial obligations.

B. Exposure to a single sizable loss or an accumulation of losses due to a large-scale event. The
accumulated losses are estimated based on the maximum probable loss ("MPL").

The Phoenix Insurance purchases reinsurance as part of the implementation of its risk management
policy. The purchase of reinsurance is carried out in policies or subsegments in which the Company
believes that it will be more efficient to cede some or all of the risk.

Internal actuarial assessments, various models and past claims experience provide The Phoenix
Insurance with an indication as to the estimated level of reinsurance required.

In accordance with a policy set by the Board of Directors, The Phoenix Insurance contracts reinsurers
rated A- or higher, which are rated by one of four ratings agencies — Fitch, AM Best, Standard & Poor's
and Moody’s (in the short-tail subsegments, the Company may contract reinsurers rated BBB+ at a
rate that shall not exceed 10% of the total exposure). Pursuant to a clarification published in 2012 by
the Commissioner regarding the calculation of capital requirements of insurance companies, which
addresses, among other things, the manner in which the rating of a reinsurer is determined for the
purpose of calculating the capital requirements regarding reinsurers, the external rating to be taken
into account for the capital requirement will be that of a rating agency that shall be selected in advance
by each company (hereinafter - the “default agency"). If the default agency has no relevant rating,

then the lowest rating will be used from among the rating agencies approved by the Commissioner.
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During that year, the Company's Board of Directors approved Standard & Poor’s as its “default
agency”.

As a rule, The Phoenix Insurance aims to contract with numerous reinsurers, in order to avoid a
situation where it is dependent on a specific reinsurer, and in order to diversify the risks appropriately.
In many of its reinsurance contracts, The Phoenix Insurance requires that a downgrade clause be
included, allowing it to terminate the contract if the reinsurer’s rating is downgraded below a
predetermined rating.

As part of the policy regarding the management of The Phoenix Insurance’s exposure to reinsurers ,
the Board of Directors of The Phoenix Insurance set exposure limits for reinsurers, both in relation to
the open balances and in relation to exposure to earthquake at rates of The Phoenix Insurance’s

capital according to the reinsurer’s rating.

4.5.4 Llife insurance

The Phoenix Insurance enters into quota share and surplus proportional reinsurance agreements with
various reinsurers in order to protect itself against the risk in the life insurance portfolio (but not the
savings component). Previously, modified financial reinsurance agreements (hereinafter - "Mod-Re")
were also drawn up in respect of policies that included a savings component. Several large collective
insurance policies have a proportional reinsurance agreement.

The Phoenix Insurance’s reinsurance agreements in respect of life insurance policies are normally
drawn up for unlimited periods and may be canceled by giving advance notice for future policies only.
The reinsurers pay The Phoenix Insurance a fee composed of two components: a fee calculated as a
function of the premium ceded to them, and a profit fee based on the insurance results for that year.
Following are reinsurers that account for more than 10% of total reinsurance premiums

in the life insurance and long-term savings segment:

2023
Reinsurance % of total
premium reinsurance S&P rating
Reinsurer (in NIS million) premium (as of December 31, 2023)
Munich Re 163 60% AA-
Swiss Re 46 17% AA-
Gen Re 28 10% AA+
2022
Reinsurance % of total
premium reinsurance S&P rating
Reinsurer (in NIS million) premium (as of December 31, 2022)
Munich Re 173 61% AA-
Swiss Re 46 16% AA-
Gen Re 27 10% AA+
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Following are ratings of reinsurers in the life insurance and long-term savings segment:

Rated by S&P* No. of reinsurers in 2023 No. of reinsurers in 2022
Rated AA and above 3 2
Rated A to AA (not included) 9 9
Rated A- 0 1
Rated +BBB** 1 1

* For reinsurers not rated by S&P, the lowest rating issued by the following three rating agencies was
used: AM Best, Moody's and Fitch. For further details about the Group’s investments, see also Notes 17,
18 and 41 to the Financial Statements.

** This relates to a reinsurer whose rating was downgraded below (A-) in 2021.

Catastrophe contract

In 2023 (as in previous years), the Company purchased a non-proportional reinsurance contract, to
cover the risk of bodily injury, death and disability resulting from a catastrophe event. The contract
purchased is an excess-of-loss-type contract that protects the accumulation of The Phoenix
Insurance's self-insured retention from life insurance, personal accidents and travel insurance policies.
Following the Iron Swords War, war and terrorism coverages were mostly excluded in the reinsurance

contract for 2024. For further details, see Note 41 to the Company’s Financial Statements.

Reinsurance agreement - mass lapse scenario in the Life and Health Insurance Segments

The Phoenix insurance has in place a mass lapse reinsurance agreement, the objective of which is to
provide The Phoenix Insurance with partial protection against a mass lapse scenario in its Life and

Health Insurance Segments as part of the Economic Solvency Regime.

Reinsurance agreement - proportional reinsurance for disability insurance products

The Phoenix Insurance has a proportional reinsurance agreement involving an existing portfolio of

disability insurance businesses, with a reinsurer rated AA- by an international rating agency.

Reinsurance Treaty for the Supplementary Pension Fund -

As from January 2023, The Phoenix Insurance has in place reinsurance for planholders of the
Supplementary Pension Fund at the rate of 90%. The agreement protects planholders covered with
disability and survivors insurance. The agreement is renewed every calendar year. The Phoenix

Insurance included this coverage in the catastrophe agreement in life insurance for 2024.

4.5.5 Health insurance

The Phoenix Insurance enters into quota share proportional reinsurance agreements with various
reinsurers to protect itself against some of the risk components in its health insurance portfolio. A
number of large collective insurance policies have a proportional reinsurance agreement in respect of
some of the coverage components.

Reinsurance agreements in respect of health insurance policies are normally drawn up for unlimited
periods and may be canceled by giving advance notice for future policies only. The reinsurers pay The

Phoenix Insurance a fee that may be composed of two components (and varies in accordance with the
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terms and conditions of the various agreements): a fee calculated as a function of the premium ceded
to them, and a profit fee based on the insurance results for that year. It is noted that in the reporting
year no reinsurance was purchased in the Health Insurance Segment between new businesses, as a

result of shortage of supply on behalf of reinsurers.

The rating of reinsurers that account for more than 10% of total reinsurance premiums in

the health insurance area of activity:

2023
Reinsurance % of total
premium reinsurance S&P rating
Reinsurer (in NIS million) premium (As of December 31, 2023)
Swiss Re 114 49% AA-
Gen Re 32 14% AA+
CCR 30 13% A
2022
Reinsurance % of total
premium reinsurance S&P rating
Reinsurer (in NIS million) premium (As of December 31, 2022)
Swiss Re 116 52% AA-
Gen Re 27 12% AA+
CCR 27 12% A-
Reinsurers in the Health Insurance Segment:
Rated by S&P* No. of reinsurers in 2023 No. of reinsurers in 2022
Rated AA and above 2 2
Rated A to AA (not included) 8 8
Rated A- 1 2
Rated BBB+** 1 1

* For reinsurers not rated by S&P, the lowest rating issued by the following three rating agencies was used: AM
Best, Moody’s and Fitch.
For further details about payments to reinsurers and further details, see also Notes 17, 18 and 41 to the
Company'’s Financial Statements.

** This relates to a reinsurer whose rating was downgraded below (A-) in 2021.

4.5.6 Property and casualty insurance

Compulsory motor insurance

The Phoenix Insurance’s liabilities in the compulsory motor insurance subsegment are backed by an
"excess-of-loss” reinsurance contract. As a result of the said arrangement, the exposure per claim or
per event is limited. As is normally acceptable in contracts of this type, the Company does not collect
fees and commissions from reinsurers. In addition to the existing agreement, the Company entered
into quota share agreements with several reinsurers. These agreements were also renewed for 2024;
the quota agreement was renewed at a lower rate.

For further details about payments to reinsurers and other data, see also Notes 17, 18 and 41 to the

Company’s financial statements.
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Motor property

Motor property insurance is characterized by a high level of risk spread, and a relatively homogeneous
risk. As a result, the reinsurance rate in this subsegment is low, and only catastrophic damages such
as earthquakes, fires and natural disasters are covered. For further details about payments to

reinsurers and other data, see also Notes 17, 18 and 41 to the Company’s financial statements.

Other property and casualty insurance

The Phoenix Insurance enters into reinsurance contracts in the Property and Casualty Insurance
segment on an annual basis. The Phoenix Insurance purchases reinsurance for most of the
subsegments in which it operates: fire, property, engineering (including contractors), personal
accidents and liability, including directors and officers’ liability, cyber and marine insurance. For an
overall explanation about reinsurance, and for details about the various types of coverage generally

accepted in reinsurance, see Notes 17, 18 and 41 to the Financial Statements.

Property subsegments

Industrial and commercial property insurance and home insurance: protected under a proportional

combined contract - quota share and surplus. Large businesses are reinsured under facultative
contracts. Proportional insurance contracts provide protection up to a maximum amount for a
catastrophe event, which varies among the various reinsurers. In respect of the self-retention portion,
The Phoenix Insurance purchases insurance protection covering catastrophe events at a rate of 2%
of the aggregate insurance amounts. In the home insurance subsegment, in addition to the existing
contract, there is also a quota share contract.

Industrial and commercial property insurance and home insurance: protected under a proportional

combined contract - quota share and surplus treaty. In respect of the self-retention portion, The
Phoenix Insurance purchases insurance protection covering catastrophe events at a rate of 2% of the
aggregate insurance amounts. The excess of loss amount covering catastrophe events, which applies
to the self-retention portion in property, commercial or industrial, home and engineering insurance, is
determined as a percentage of the cumulative self-retention amounts based on generally accepted

actuarial models.

Earthquake coverage

In 2023, reinsurers’ estimated exposure to earthquake under proportional reinsurance on the basis of
MPL of 2% amounted to approx. NIS 10.7 billion. The Phoenix Insurance’s self-retention aggregate
exposure, as derived from and measured according to its proportional reinsurance agreements, was
approx. NIS 57.9 billion as of the end of 2023. It order to hedge this exposure, non-proportional
protection of 2.0% of the accumulated retention exposure was purchased, which represents expected
damage as a result of an earthquake with an incidence of more than once every 500 years. In the
Company's opinion, following the purchase of protection, the maximum amount The Phoenix Insurance
would have borne upon the occurrence of a catastrophe event, under 2% MPL, is approx. NIS 102

million for property insurance.
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There are no reinsurers the total exposure of which to earthquake exceeds 10%. For further details

about reinsurance, including reinsurers’ balances, see Notes 11, 25 and 41 to the Financial Statements.

Terrorism
As a result of the Iron Swords War, an excess-of-loss reinsurance agreement was not renewed for
2024.

Liability subsegments

Liabilities: includes employers’ liability, third party liability, product liability and professional liability.
The protective insurance contract is an excess of loss contract in respect of amounts in excess of the
self-retention amount, with caps per risk and per event. Since 2021, a quota share contract was taken
out in addition to the existing contract.

Directors and officers’ liability: this subsegment is protected under an excess of loss contract in respect

of amounts in excess of the self-retention amount, with a cap in place per policy. In 2021, a separate

quota share agreement was put in place for the finance subsegment.

Various subsegments

Personal accidents: There is protection against the risk arising from aggregate losses under the

catastrophe agreement.

Marine and cargo: protected under a combined proportional insurance contract, quota share and

surplus, with a cap per delivery, in combination with a non-proportional reinsurance contract for
aggregate retained losses in the cargo subsegment.

Ship hull, yachts and third party: protected by a proportional quota contract with a cap per covered

vessel.

Cyber: Protected under a quota contract with ceilings for single loss and annual accumulated losses.
Property and casualty insurance: no reinsurer accounts for more than 10% of total reinsurance
premiums in 2023 and 2022.

Rating of reinsurers in property and casualty insurance:

Rated by S&P* No. of reinsurers in 2023 No. of reinsurers in 2022
Rated AA and above 13 12
Rated A to AA (not included) 114 100
Rated A- 30 27
Rated BBB+ 3 3
Not rated 11 12
Total 171 154

* For reinsurers not rated by S&P, the lowest rating issued by the following three rating agencies was used: AM
Best, Moody’s and Fitch.
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Premiums and reinsurance results (in NIS million):

1,048

Total reinsurance income

2021 wm2022 ®m2023

Total reinsurance premiums

Following is a summary of reinsurance premiums and results by subsegment (in NIS millions):

Property and casualty insurance

2023 2022 2021

Reinsurance premiums -
Compulsory motor insurance 51 139 271
Motor property - - 2
Other property and casualty insurance -
Other property subsegments (for details, see below*) 763 602 507
Other liability subsegments 381 312 263
Other subsegments 9 9 5
Total reinsurance premiums 1,204 1062 1048
Profit (loss) results?2 -
Compulsory motor insurance 53 24 (122)
Motor property - - -
Other property and casualty insurance -
Other property subsegments (246) 218 198
Other liability subsegments 84 1 66
Other subsegments 6 4 3
Total reinsurance income for the year (103) 247 145

Reinsurance premiums in the 2023 2022 2021

property subsegments*

Proportional 534 416 334
Non-proportional 2 2 2
Earthquake (1) 227 184 171
Total reinsurance premiums in 763 602 507

the property subsegments

*The premium includes all reinsurance arrangement types covering catastrophe risks (proportional reinsurance,

facultative reinsurance, and excess reinsurance to cover the aggregate retention).

The decrease in premiums in the compulsory motor insurance subsegment over the years stems from
a change in the volume of quota share reinsurance contracts.

2 The data relate to results of agreements with reinsurers.
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The changes in reinsurance premiums in other property subsegments stem mainly from a change in

the renewal dates of a large policy, in which the insurance coverage period exceeds one year in the
property loss insurance subsegment and from growth in the portfolio.

The increase in reinsurance premium in other liability subsegments in 2023 and 2022, compared with

2021, stems from an increase in the portfolio and from new quota share agreements drawn up as
from 2021.

In compulsory motor insurance the loss in 2021, attributed to reinsurers, is an accounting loss arising

from a provision to reserves in accordance with actuarial rules applicable to gross reserves. It should
be noted that the actual result of the agreement may be materially different and will depend on the
future development of claims. The attributed income in compulsory motor insurance in 2022 and 2023
stems from positive revisions to the actuarial model in respect of previous years.

The loss in the property insurance subsegments in 2023 arises from an exceptionally large claim in

property loss insurance, which is fully covered by facultative reinsurance (totaling approx.
NIS 450 million). After the deduction of this claim, the reinsurers’ profitability will amount to approx.
NIS 205 million (which is similar to last year’s profitability). The increase in reinsurers’ income in 2022
compared to 2021 stems from an improvement in most property subsegments.

In the liability subsegments, the decline in income in 2022 compared with 2023 and 2021 stems mainly

from a decline in the profitability of the third-party insurance and professional liability subsegment. It
should be noted that the actual result of the agreement may be materially different and will depend

on the future development of claims.
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4.6 Human capital

Most Group employees are employed by The Phoenix Insurance, and some are employed by other
consolidated companies.
4.6.1 The Group'’s Structure

Following are details of the organizational structure of Group’s head office units and key business

units:

The Group's Structure

Benjamin Gabbay Eyal Ben Simon
Chairman of The Phoenix CEO of The Phoenix
Holdings and The Phoenix Holdings and The Phoenix

Insurance Company Insurance Company

Internal Headquarters Business Business
audit units headquarters units

Legal Counsel and Company secretariat P&C insurance

Finance The Phoenix Smart

Technologies, IT Systems and Innovation Life insurance

Actuary Retirement (pension and provident)

Risk management Health insurance

Human Resources Operations, claims and service

Marketing Investments -
The Phoenix Investments and Finances Ltd.

Commerce and procurement
Consumer credit

Business development and IR
The Phoenix Investment House
Alternative Investments

Gama

The Phoenix Agencies

* For details regarding human capital in The Phoenix Investment House, Gama and The Phoenix Agencies, see Sections 2.5-2.7 above.

The Company’s Board of Directors sets the Group’s policy and supervises the performance of the CEO

and management.
The insurance, pension and provident fund activities are carried out by The Phoenix group, which

divides them into areas of activity, each of which is headed by a Deputy CEO.

4.6.2 The Group’s workforce

Set forth below is a breakdown of the Group’s workforce as of December 31, 2022-2023:

December 31, 2023 December 31, 2022
The Group’s management 13 13
Property and casualty insurance 225 231
SMART 250 268
Long-term savings and life insurance* 335 524
Health subsegment 55 57
Service, operations and claims function 1,021 1,081
IT and other Head Office units 875 838
The Phoenix Investments 94 95
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Total for Group, excluding The Phoenix
Investment House, Gama, and The Phoenix

Agencies employees 2,868 3,107
The Phoenix Investment House** 480 423
Insurance agencies controlled by the Company*** 1,420 1,320
Gama 170 163
Total - Group 4,938 5,013

* The decrease in the number of employees in the Long-Term Savings and Life Insurance Segments arises from
the closure of the retail unit.

** During the reporting year, the Investment House took on 25 employees as part of the acquisition of Epsilon and
Psagot.

***The increase in the number of employees stems mainly from an increase in the scope of activities and acquisition
of agencies.

For details about directors and officers, see Regulations 26 and 26A in Chapter Five of the Periodic
Report - Additional Details about the Company.
For details about changes in the Board of Directors and senior management of the Company and The

Phoenix Insurance, see Note 42 to the Company’s financial statements.
4.6.3 Key events in the reporting year

4.6.3.1 As part of the implementation of the strategy and the wish to shorten and streamline work
processes, in January 2023 two product units (platforms) were launched in the fields of motor
insurance and claims. This involved a change to work methods, which included setting up
multidisciplinary teams that cover both business and technological aspects, teams that focus on
the product, who sit in a joint complex and have identical targets.

4.6.3.2 In the reporting year, the Company closed the retail marketing and distribution function, which
focused on distribution and services of pension products; for further details, see Section 1.3.10

above.

4.6.4 Workers' organizations

In December 2021, a new collective agreement was signed for the period from January 1, 2022 to
December 31, 2024 between The Phoenix Insurance and the New Histadrut Workers’ Union — MAOF
(hereinafter — the "Histadrut"), and the Workers Committee. Concurrently, a new collective
agreement was signed for an identical period with The Phoenix Pension and Provident (hereinafter
jointly for the purpose of this section - the “Agreement”; the two companies jointly - “Phoenix”).
In accordance with the collective agreement, the provisions of the previous collective agreements in
The Phoenix Insurance will continue to apply during the term of the Agreement, and in The Phoenix
Pension and Provident they were applied as from January 1, 2022, except for changes defined in the
new agreement, the principal points of which are:
1. Pay rises - during the period of the Agreement, The Phoenix will pay permanent employees and
employees in probation period an average pay rise of 3.03% per year in accordance with the conditions
set in the Agreement. The pay rises payable to hourly employees in the different call centers shall be
in accordance with the tables included in the agreement.
2. Minimum wage - the gross monthly minimum wage for a full-time employee as from 2022 will be
NIS 6,000, and in 2024 it will be NIS 6,500.
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3. Pension insurances - increasing pension contributions for employees by 1%, of which 0.5% will be

contributed by the employer and 0.5% will be contributed by the employee. In total, pension
contributions (by the employer and by the employee) will not amount to less than 22.83%.

4. Annual bonus - should The Phoenix meet 100% of the profit targets set by its Board of Directors in
relation to that year, The Phoenix shall allocate a budget for payment of bonus to employees; the
total cost of the bonus shall be equal to 6.835% of the annual payroll cost in the year preceding the
year in which the bonus will be paid. In respect of meeting the targets at the range between 70% to
130% of the profit targets, the bonus budget will increase or decrease linearly in the relevant range.
If The Phoenix fails to meet 70% of the profit targets set in relation to that year - there will be no
entitlement to a bonus in respect of that year.

5. Dental and health insurance - The Phoenix shall take steps to insure its employees under a collective

dental insurance policy, and will work to improve the existing health insurance at an overall cost of
NIS 5 million per year.
6. Final settlement of claims and industrial peace - the Agreement constitutes a full and final settlement

of the parties’ claims for the Agreement’s term. The parties to the Agreement have undertaken to
maintain mutual industrial peace regarding the matters that were settled in the Agreement.

The estimated annual cost of workforce-related expenses (excluding costs conditional upon meeting
targets) in respect of the years of Phoenix’s agreement is NIS 23.6 million. The estimated average
annual cost of the annual bonuses expected to be awarded in respect of 2021, 2022 and 2023,
assuming that 100% of the profit targets of the relevant years will be fulfilled will be NIS 28.9 million
per year.

It should be noted that some of the aforesaid amounts are in lieu of workforce-related expenses that
Phoenix would have incurred even if this agreement had not been signed. Furthermore, it is hereby
clarified that the said data do not include estimated costs in respect of benefits whose materialization
is uncertain, including The Phoenix’s generating income that exceeds that profit target to be set for

that year.

4.6.5 Benefits and the nature of employment agreements
The Phoenix Insurance is a member of the Association of Life Insurance Companies of Israel Ltd., which
is @ member of the Coordinating Bureau of Economic Organizations; therefore, all collective agreements

signed by the Coordinating Bureau of Economic Organizations apply to The Phoenix Insurance.

4.6.6 Compensation policy
46.6.1 Under law, the Company and The Phoenix Insurance have a compensation policy in place for
officers and senior employees. The compensation plan takes into account the provisions of
the Law for Compensation of Officers in Financial Corporations (Special Approval and
Disallowing the Deduction of Exceptional Bonus for Tax Purposes), 2016, that applies to
compensation paid in a financial corporation and its approval; the said law provides, among

other things, that an employee of a financial corporation may not receive a compensation
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which is more than 35 times higher than the lowest compensation paid to an employee of the
corporation in the year prior to the engagement date (for this purpose, an “employee” shall
include employees of a manpower contractor employed by the financial corporation). The law
also sets out approval procedures in respect of compensation paid to an employee of a
financial corporation who is paid more than NIS 2.5 million. Furthermore, the compensation
policy is mainly based on multi-year results, return on capital achieved by the Group, and a
series of personal parameters adapted to the various officers, which are based on the work
plans to be set by the Board of Directors each year.
In January 2024, the Company’s General Meeting approved a compensation policy for 2024-
2026.
For additional details about the Company’s Compensation Policy, see the immediate report of
the Company dated December 20, 2023 (Ref. No. 2023-01-138576) and the following link:
"https://www.fnx.co.il/sites/docs/genery/for new_site/mashkiim/%D7%9E%D7%93%D
7%99%D7%A0%D7%99%D7%95%D7%AA %D7%AA%D7%92%D7%9E%D7%95%D7
%9C %D7%94%D7%A4%D7%A0%D7%99%D7%A7%D7%A1 %D7%91%D7%99%D7
%98%D7%95%D7%97 2024 v4.pdf"
fnx.co.il/sites/docs/genery/for new_site/mashkiim/Mua ©P9N 21AN NN 2024 v

4.pdf
466.2 Options plan for employees and officers:In December 2018, the Company adopted an option

plan for employees and officers. Pursuant to the option plan, the Company awards, from
time to time and without consideration, warrants (hereinafter, in this section - “"Options”)
to employees and officers of the Company and companies under its control. In June 2023,
the Company's Board of Directors approved an additional allotment of up to 3,211,588
additional options to employees and officers of the Company and some of its subsidiaries.
For further details, see the immediate reports dated June 28, 2023, July 26, 2023 and August
2, 2023 (Ref. Nos.: 2023-01-060307, 2023-01-060334, 2023-01-072205513 and 2023-01-
088974, respectively).

It is noted that in the reporting year options were awarded - for the first time - also to
officers and employees of The Phoenix Investment House, and at the beginning of 2024 -
also in Gama. For further details, see Section 1.3.25 above.

4663 Incentive plan for investment employees: pursuant to the Commissioner’s circular, which

ordered that a compensation policy be set for investment employees, and in accordance with
the aforesaid compensation policy, the Group has a multi-year plan to compensate
investment employees; this plan is designed to balance out the fixed and variable
compensation compensation components, and to reflect the level of risk involved in
achieving the returns in the various investment channels. The plan is based on a series of
parameters and profitability targets, which are based, as a general rule, on cumulative three-
year results, the results in the various investment channels compared to competitors, taking

into consideration the relative risk level of the various channels with respect to several
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parameters, as well as the relative risk level. For details about the compensation plan for
investment employees, see:

| The Phoenix (fnx.co.il)

4664 Insurance, indemnification and exemption for officers and senior employees: The Company

purchased a liability insurance policy covering its directors and officers and provided officers
with indemnification and exemption letters. For details about the indemnification and
exemption letters and the insurance policy covering officers, see Regulation 22 in Part 5 of
the Periodic Report and Note 42 to the Financial Statements. At the beginning of 2023, after
the approval of the Compensation Committee, the Company renewed - by one further year

- the directors and officers’ professional liability insurance policy.
4.6.7 Training programs

In the reporting period, the Company continued to establish a culture of excellence and ongoing
dialogue between executives and employees. During the year, a humber of leadership development
programs, which are based on the Group’s leadership concept, were launched for the various
management levels.

As part of the Group’s strategy and its focus on its human capital, assessment and development
processes were put in place for the organization’s VPs, which include the use of a range of analytical
tools, and which serve as the basis for personal and group development processes.

At the professional level, training programs were developed in response to the Group’s business focus,
through regular training and updates while maintaining the level of knowledge with regards to
legislative changes. Furthermore, a range of programs were implemented that focus on concepts and
skills in the service and sales spheres, and on a range of areas in which the Group is engaged.

In the reporting period, and as part of the Group’s aspiration to constantly improve, and its wish to
give employees the ability to impact their experience, and allow managers to lead their teams
effectively, an employees survey was conducted, which will serve as a starting point for measuring -
over time - the effect of the transformation that the organization is undergoing.

Based on the survey’s results, training and development programs were created for the different
populations.

As part of the focus on the employee’s experience and the strengthening of the employees’
engagement and resilience, a range of welfare activities were carried out throughout the year; in the
first quarter of 2023, The Phoenix’s FUN activity was completed, as part of which all employees of The

Phoenix Insurance holidayed in one of a number of destinations that were offered to them.
4.6.8 The Iron Swords War

In the last quarter, upon the outbreak of the Iron Swords War, the Company took action in a number
of areas, in order to contribute to the national efforts, and out of concern to the Company’s employees
and their families.

For information about The Phoenix group’s contribution at the national level, see Section 1.3.2 above.

The Phoenix Holdings Ltd. 1-230



Description of the Corporation’s Business ‘(rPhoenlx

The Company’s employees

Since the outbreak of the War, the Company took action to support the Company’s different
populations on an as-needed basis.

Evacuated employees - the Company supported the employees and their families in their efforts to
find alternative housing solutions and provided financial support to those affected, which was aimed
at allowing employees to make initial preparations under a state of emergency.

Enlisted employees and their families - the Company maintained ongoing contact with enlisted
employees and their families. In addition to the specific assistance to employees and their families,
during the period gift parcels were sent to employees’ families.

All managers and employees - during the period, the Company maintained direct contact with its
employees, while monitoring their circumstances and personal capabilities, and where needed also
provided financial or mental health support.

In order to support and strengthen the entire populations’ capability to conduct themselves in the
complex state of emergency, the Company took action to provide managers and employees with tools
that will allow them to maintain resilience and conduct themselves effectively at times of emergency.
Furthermore, Company’s employees were involved in a range of voluntary activities, both in connection

with bereaved families and with the wounded, and in connection with supporting farmers, and more.
4.6.9 Code of Ethics

The Group's management advocates for an adequate business culture of its employees and managers
(including directors) at part of their fulfillment of their duties in the Company. Accordingly, the
Company adopted a Code of Ethics that was revised in the reporting year. Each new employee signs
a statement to the effect that he/she read the Code of Ethics and undertakes to abide by it.
Furthermore, in the reporting year the Company launched tutorials for integrating the Code of Ethics
among its employees At the same time, the Company also implemented a Code of Ethics in its work
with suppliers as part of the responsible procurement policy it published in the reporting period, and
incorporated into its agreements with the various suppliers the requirement that they comply with the
Company’s Code of Ethics.
4.6.10 Diversity and inclusion
Equal pay
In the reporting year, and in accordance with the provisions of the Amendment to the Equal Pay
Law, the Company conducted a thorough analysis of the levels of pay in the organization, in order
to identify pay gaps between women and men, other than those arising from performance gaps.
In order to analyze the data and achieve monitoring capabilities over time, a dedicated system was
incorporated, which serves as the key analytical tool in connection with this topic. As part of the
drive to achieve gender equality, a dedicated budget is allocated - as part of the annual
compensation process - which is designed to deal with such gaps, if any are detected.
The SheLeads forum
As part of an ongoing organizational focus on the promotion of a culture of diversity and inclusion

in The Phoenix group, the ShelLeads forum was launched. This forum was created out of a desire
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to connect women who hold senior management positions in the group with female members of
the Board of Directors in the group and other women in senior leadership roles in the group. The
forum opens a space that allows joint learning and the sharing of challenges and knowledge, while
leveraging the participants’ experience and organizational networking. The forum’s activity
influences all of the Group’s female employees and delivers a message to those employees

regarding the range of promotion opportunities available to them within the group.

4.7 Marketing and distribution
4.7.1 General

In order to enhance The Phoenix group’s presence and benefit from the diversity of its
product offering and its capabilities through its various Group companies, The Phoenix
implements a policy of consolidating brands and creating a monolithic brand that will address
the Group’s capabilities and the customers’ expectations in its various areas of activity, and
combine the Group's strengths and resilience in its different areas of activity.

The Group’s key distribution channels are as follows:

Marketing and distribution in the insurance businesses are carried out by insurance agents,
insurance agencies and distribution in digital channels, including through The Phoenix Smart,
to allow for swift, direct purchase of products by policyholders. Most agents have agreements
in place with several insurance companies in order to meet customers’ diverse needs. Key
considerations for agents in selecting an insurance company to contract with: rate of fees
and commissions, quality of service provided by the insurance company, product and service
innovation, and suitability of the insurance company’s products to the needs of the agents’
customers. Key considerations for insurance companies in selecting agents: the agent’s
areas of activity, expertise and relative advantages, potential for business collaboration with
the insurance company, agent’s profitability, fees and commissions charged by the agent,
quality of the agent’s sales, retention of the agent’s portfolio, the agent's customer base and
their reliability.

The Company operates an advanced online portal through which it provides marketing,
business and sales-related information to agents in connection with their entire activities, as
well as professional and operational information. The information is also offered to the agent
through a dedicated mobile app.

The Company operates a sales call center that provides services to The Phoenix’ agents
(Fnx4u); the call center supports the Company’s sales activities, for and in collaboration with
agents.

The Company also operates a direct digital marketing channel through which it sells property
and casualty products. Digital sales of insurance products is carried out through sales
interfaces on the Company's website and through a call center. This activity is marketed
under The Phoenix Smart brand name.

The Company operates a customer call center, which aims to provide swift response to

customers’ inquiries, including inquiries in connection with the reports issued by the
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Company to its customers, questions regarding insurance policies, etc. Customers can
contact the Company through all widely used digital communication channels, such as
WhatsApp, text messages, email and, of course, by phone. Furthermore, the Company’s
website is used to send customers personal information and allows customers to perform
transactions using the “personal zone”. The Company operates a wide range of self-service
functions that can be accessed through the Company’s website. In addition, the Company

provides marketing information to existing and potential customers.

The Company operates in social media platforms Facebook and Instagram, where it has a
community of more than 74,000 followers; it also generates dedicated content on YouTube
and other digital media platforms. By maintaining direct contact with its customers through
social media platforms, the Company generates a dialogue on insurance issues and other
aspects relating to health, savings and property, answers questions, handles service-related
complaints and provides answers to questions relating to Company’s products and services.
4.7.2 Agents and insurance agencies (“Agents”)

Centralized marketing and distribution activities of The Phoenix Insurance are conducted
through insurance agents.

The Phoenix Insurance also acts through the arrangement agencies and other insurance
agencies employing subagents. These agencies usually cooperate with a number of

insurance companies.

4.7.3 The banks - pension advice

The banking corporations serve as a distribution channel in the field of long-term savings, in

their capacity as pension advisors. The scope of activity in this channel is immaterial.

4.7.4 Regulation of the activity of pension agents, marketers and advisors

The agents’ activity is regulated by the Commissioner as well. Agents’ activities are regulated
under the Insurance Contract Law, Supervision Law, and with regard to pension products and

marketers of pension products - also under the Advice and Marketing Law.

4.7.5 Insurance and savings and asset management - Retirement (Pension

and Provident)

As of the report date, the insurance, pension and provident funds marketing function is
composed of the agents function (working in accordance with distribution agreements signed

with the Company, as described above.

The agents function & fees and commissions
The Phoenix Insurance and Phoenix Pension and Provident pay agents fees and commissions
at variable rates. The fees and commissions rates are determined by product type, an agent’s

productivity, profitability of the agent’s insurance portfolio, and is also based on specific
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negotiations with agents and other characteristics of each agent. The insurance agents work
with sales managers who are employed by The Phoenix Insurance, who provide guidance on
sales-related issues and help solve issues stemming from current activities.

The fees and commissions paid over the life of these policies are usually determined as a
percentage of the premium; in “track” savings policies and in provident funds, they are usually
determined as a percentage of the accrual. Fees and commissions are also paid in respect of
the agent’s sales activity immediately prior to the policies’ purchase date. It should be noted
that the Advice Law prohibits tying management fees paid by a policyholder to the fee paid to
the agent for the sale of pension and financial products as of April 2017 and thereafter.

Following is the average rate of fees and commissions out of gross premiums in life
insurance (by percentage):

2023 2022 2021

Average rate of fees and 9.35 8.05 7.93
commissions on premiums

Following is the average life insurance fees and commissions rate in the first year out of
the new annualized premium (by percentage):%3

2023 2022* 2021
Average rate of fees and
commissions out of the new
annualized premium 57 53 44

* The change in 2022 stems from a change in sales mix in savings and life insurance policies.

4.7.6

Pension advisors

The Phoenix Pension and Provident has in place agreements for the distribution of its products
with most commercial Israeli banks. Under the agreements, distribution of provident and
pension products is carried out in exchange for a distribution fee at the maximum rate allowed
under the Advice Regulations.

The agreements are for an unlimited period; they may be canceled by each party by giving
the other party advance notice.

The Phoenix Insurance has not yet signed distribution agreements for the distribution of its

insurance products with the banks.

Property and casualty insurance

Marketing in the Property and Casualty Insurance Segment is carried out by agents, and

through a direct channel under the “Phoenix Smart” brand name. In 2023, there was no single

2 Annualized premium - the annual premium as if paid for a whole year in advance in one lump sum when the insurance is taken out,
rather than being paid in installments.
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agent whose sales constituted more than 10% of the sales of individual policies in this
subsegment.

Average rate of fees and commissions out of gross premiums, by percentage:

2023 2022 2021
Compulsory motor insurance 5.2 4.8 4.9
Motor property 13 14.2 17.2
Other property and casualty insurance 15.5 16.2 16.4

4.7.7 Health insurance

In the Health Insurance Segment, marketing is mostly carried out by agents and supported
by the Fnx4u customer call center. In the field of collective health insurance, marketing is
carried out by agents, with employees responding to queries of representatives of the relevant
organizations (advisors and/or agents) requesting price quotes. In travel insurance, marketing
is carried out by agents and Phoenix Smart, both through digital channels and sales

representatives.

Following is the average rate of fees and commissions out of gross premiums in the health
insurance area of activity (by percentage):
2023 2022 2021

12.1 12.5 12.7

Average rate of fees and
commissions on premiums

The structure of fees and commissions paid to Agents in respect of selling an individual health
insurance policy is basically similar to the structure of the fees and commissions paid in the Life
Insurance Segment in respect of the risk products (for further details about the structure of the fees
and commissions, see above in Section 4.7.5 to the Report. For collective insurance policies marketed
by Agents, the Company normally pays the Agents fees and commissions calculated as a percentage

of the paid premium.

4.8 Suppliers and Service Providers

4.8.1 Suppliers and service providers in the insurance areas of activity

As part of their activities, Group companies engage numerous suppliers and service providers in the
various insurance areas of activity, mainly for settlement of claims. Group companies select their
suppliers and service providers according with the quality and nature of the services offered by them,
their availability and areas of expertise. Engagements with these suppliers and service providers
include, among other things, payment based on global rates, payment by transaction, by percentage

of the risk, and by hourly rate or per opinion. To the extent possible, the Group avoids being
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dependent on a single supplier, as the term is defined in the Commissioner’s circular on revising
provisions in the periodic reports of insurance companies and works to diversify its pool of suppliers.
In the motor property subsegment, the Company provides its customers with services such as:
towing, replacement car in case of an accident or theft, as well as replacing car windscreens and
windows, headlights, mirrors, etc. Each agreement with a service provider sets annual or periodic
rates to be paid by The Phoenix Insurance to the service provider. The suppliers of towing and
replacement car services are Drachim Road Side and Towing Services Ltd. and Shagrir Group Vehicle
Services Ltd.

In home insurance, as of September 2017 (following the amendment to the provisions of the
Consolidated Circular with regard to water damages), the Company entered into an agreement with
Natav Claims Management Ltd. for the provision of management services. Pursuant to the agreement
and, in accordance with the amendment to the Consolidated Circular, the policyholder selects the
plumber from a list of suppliers included in the arrangement with The Phoenix Insurance; the list is
published on the website. In business insurance, Aminut Express Services Ltd. continues to provide
services in connection with pipe damage.

In the field of customer services, in February 2015, the Company and Teleclal Ltd. entered into
agreement for the provision of customer call center services, in addition to the Company’s own call

center, with the aim of improving the quality of services provided to the Company’s customers.

4.8.2 Suppliers and service providers in Asset Management and Credit -

Retirement (Pension and Provident)

4821 1In 2006, The Phoenix Pension and Provident and Mediton entered into an agreement for the
provision of fund physician and medical committees services to pension fund planholders
claiming disability; this agreement was assigned to the Management Company. In 2021,
Management Company entered into an agreement with another supplier in this field - Medical
Premium Touch.

4822 In 2007, The Phoenix Pension and Provident and Bank Mizrahi Tefahot Ltd. signed an
agreement for operating planholders’ accounts in the provident funds under its management.

4823 In 2012, the management company and Malam Payroll Ltd. entered into an agreement for
receiving services in the field of systems for management of tax and pension calculation for
pension funds planholders.

4824 In June 2016, The Phoenix Pension and Malam Provident Fund Operation Ltd. (that was
merged into Malam Provident Fund and Pension Ltd.) entered into an agreement for the
provision of operating services for planholders’ accounts in provident funds and in the self-
directed advanced education fund. This company also provides operating services to the old
pension funds the management of which was transferred to The Phoenix Pension by Halman
Aldubi Provident.
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4.8.3 IT suppliers and service providers

The Group has agreements with several hardware and software suppliers; the Group also has
maintenance service agreements with these suppliers. In addition, the Group enters into agreements
with various suppliers for the provision of development and maintenance services. The types of
agreements with these suppliers include engagement at a fixed price per project, engagement on an
hourly basis and engagement based on a price per unit. The Group also has agreements in place with
various suppliers which provide it with services comprising, inter alia, of: development, maintenance,
operation, storage and processing of information, information systems or infrastructure, from time to
time or on a regular basis at the suppliers’ premises.

In view of the knowhow accumulated by suppliers during the course of the service period, the Group
may naturally become dependent - in the short-term - on a specific supplier of IT services, since
replacing a supplier in this field involves the investment of costs and time. Such dependency may
arise, for example, due to the need to execute a project within a short period of time in order to
address changes in regulation or software, or in a project involving an area where the supplier has

advantage over others due to specific expertise it acquired.

4.9 Property, Plant & Equipment

The Group's property, plant and equipment mainly includes office buildings, computers, software (which
is presented under the “other assets” line item in the financial statements) and equipment. For further

details, see Note 7 to the Financial Statements.

4.9.1 Following is a description of the key properties used in the Group’s

activities:

The Group's offices at Hashalom Road, Givatayim: Most of the Group’s activities take place
in a single site. The Phoenix Insurance has the rights to be registered as owner of 22 floors of
office space at 53 Hashalom Road, Givatayim, with a total gross area of 28,000 sq. m,
warehouses with a total area of 700 sq. m, and 547 parking spaces in the underground parking

lot used by the Group’s employee.

Offices at 7 Palyam St., Haifa: The Company manages its activities in the north of Israel in
offices it leases in a building located at Palyam Street, with a total area of 1320 sq. m and 10

parking spaces.

Office floor in the Dona building, Jerusalem: The Phoenix Investments owns one floor and
16 parking spaces in the Dona building at 20 Beit Hadfus St., Jerusalem. The entire floor -

approx. 800 sq. m - is used as The Phoenix Insurance’s Jerusalem branch.

Givat Shmuel: The Company leases office space with an area of 4,100 sq. m and 200 parking

spaces in the Amitech building at Givat Shmuel. The space is used by various units of the Group.
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Rishon LeZion: the Company leases office space in a building located in Rishon Lezion with an
area of 4,680 sq. m and 200 parking spaces; these offices are used to expand The Phoenix

Insurance’s business.

Holon: A site previously used by Halman Aldubi Investment House that was purchased by The
Phoenix; the area of the site is 3,400 sq. m in 11th and 5th floors, including 85 parking spaces.

Some of the area is subleased to companies that are partially/wholly-owned by The Phoenix.

“"Similarweb House”, Givatayim (close to the Group’s offices): The Company rents office
space in a building close to the Group’s Head Office, at the area of 700 sq.m as well as 10 parking

spaces that are used by The Phoenix Insurance.

3 Mesada St. Bnei Brak: The Partnership (wholly-owned by The Phoenix group) leased to
Gama (a related company) offices in the 9th and 10th floor of a building at the total area of

3,240 sq.m, warehouses at the area of 140 sq.m and up to 110 parking spaces.

Subsequent to the reporting period, the Partnership leased to The Phoenix
Investment House (a related company) offices in floors 4-8 at a total area of approx.
7,000 sg.m, warehouses at a total area of approx. 220 sq.m, 300 parking spaces in the first year,

and as from the second year - 180 parking spaces.

The 1000 Compound in Rishon LeZion: in December 2019, The Phoenix submitted a bid in
a tender held by the Rishon LeZion municipality for the purchase of a plot of land in the 1000
Compound zoned for business and commercial use and for execution of construction work. The
tender covers an area of 15 acres, with rights to approx. 355 thousand sq. m. Under the tender,
the winner undertakes to self-use up to 50 thousand sq. m within 5 years of winning the tender.
In 2020, the Company received confirmation from the Rishon LeZion municipality that it has won
the tender. The Company is currently in advanced planning and execution stages of the project,
and construction work of the above-ground building skeleton of The Phoenix Campus have been

completed, as was finishing work on the car park and above-ground buildings.

For details about The Phoenix Investment House’s property, plant and equipment, see above in
Section 2.5.7 to the Report.

4.9.2 Information systems

In 2023, the Group invested in software and computers NIS 453 million. The Company’s total
current IT expenses amounted to approx. NIS 522 million - an increase of approx. NIS 45 million
stemming mainly from an increase in depreciation expenses and current automation expenses,
and from the addition of expenses in respect of companies consolidated for the first time in the

reporting year. For further details, see Note 5, Note 7 and Note 36 to the Financial Statements.

The Group’s IT Division provides all IT services to the organization through the Company’s
employees and, when necessary, through various subcontractors and software suppliers as well.
The Group’s IT function serves all The Phoenix’s employees nationwide and provides the Group’s

pension funds with IT services and access to The Phoenix group’s IT systems; the function also
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supports the Agents and their employees across Israel, who use various communications

infrastructures.

The IT services of The Phoenix Investment House and the insurance agencies held by the Group

are generally managed independently.

The Phoenix group’s core IT infrastructure provides services to 10,000 users, including the
Company’s employees and Agents. The Company’s IT center is installed at its head office in
Givatayim. The Company also operates a backup site in Netanya, which includes all the IT
infrastructures and systems required for the Company’s operations - including The Phoenix
Investment House - at times of emergency, allowing for business continuity in the event that the
main site is out of order. The storage systems in which all of the Company’s data is saved in the
main site are regularly synchronized with the backup site. The backup site is also used to develop
and test the Company's systems. Further to regulatory requirements and in order to enhance
The Phoenix group’s information survivability, an additional backup site was set up (featuring a

third copy of the information).

The Phoenix group’s main IT systems are as follows: the core life insurance systems were
internally developed by The Phoenix group. In recent years, the Group is in the process of
improving its systems to support the expansion of its services and to continue to support its
business processes and regulatory requirements in future years. The life insurance system
manages policyholders, policies, products, coverage, underwriting, Agents’ agreements, fees and
commissions, collection, redemptions and loans. Life insurance claims and most of the health
claims are managed using a SAP-based central claims system. The Phoenix group operates

provident and advanced education policies through an operating entity.

The core property and casualty insurance systems are also mostly based on internally developed
systems using the same technological infrastructure. The system operates in conjunction with
systems that manage policyholders, Agents, fees and commissions, collection, payments and

claims.

The core insurance systems are supported by various document and work process management
systems, systems managing the activity with reinsurers, as well as risk management and actuarial
systems. Most of the systems are supported by widely-known and widely-used software
products, which are employed by The Phoenix in order to provide the required business response.
The Company operates a DWH system, which provides information on all of Company’s

operational systems.

The finance and procurement activities are based on SAP software package, which is linked to
all of the organization’s systems, thereby serving as a single source of information. The
investment system is based on software by Danel, a dedicated BI system, a contracts system

and Bloomberg.
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The Company manages its service centers using a CRM system; the system provides a central
platform for management of inquiries received in the various service centers from customers,

agents and employers.

In the reporting year, the Cyber Security Unit focused on further enhancement of corporate
protection systems, including increasing employees’ awareness of cyber risks, response to privacy

protection requirements and handling gaps detected in the risk surveys.

4.9.3 Online and digital activity

The Group operates a marketing website used to provide to the public information about the
Group, its product offerings, general information about various insurance coverages, information
targeted to specific groups or population segments and regulatory information. The Phoenix
policyholders can use the website to search for service providers with whom the Company has
arrangements to provide services to its customers (such as: auto repair shops, physician,

appraisers, etc.).

Customers can use the website to purchase compulsory and comprehensive motor insurance,
travel insurance, and home and mortgage insurance. Policyholders can use the website to
digitally open claims for most insurance products and download and fill out a wide range of
forms; the public can contact the Company through its range of communication channels to
obtain information or carry out transactions, using online chat, email, as well as text and

WhatsApp messaging.

The Group also operates a personal zone for its policyholders, through which they can easily and
conveniently receive a copy of their policy, the status of processes underway, applications and
claims, print out various documents, update personal information and monitor their pension
contributions on an ongoing basis at a time of their choosing, without waiting. The website is
accessible to people with disabilities and allows access to information using various aids. The

website is also mobile-optimized.

In addition, the Group operates a dedicated Facebook page, where information is available about
its products and activities; the Facebook page can be used to contact the Company’s various
service channels in order to receive information and support in performing various transactions.
The Company is also active in other digital media platforms, such as Google, YouTube, Instagram,

etc. It should be noted that other Group companies have their own websites.

The Company also has a dedicated website for its agents (an agents' portal) through which they
can receive information about their activity with the Company as well as information about
policyholders who are insured through them; this website can also be used by agents to offer life
insurance and/or pensions and/or long-term savings to policyholders.

4.9.4 Vehicles

The vehicles used by the Group are mainly operated through operating leases.
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4.10 Seasonality

4.10.1 Life insurance

Generally speaking, income from life insurance premiums are not significantly affected by
seasonality. Nevertheless, in view of the tax benefits available on contributions towards life

insurance, a significant proportion of new sales are carried out towards the end of the year.

Following is a breakdown of gross life insurance premiums by quarter:

2023 2022
% In NIS million % In NIS million
Q1 26.6 1,208 26.7 1,498
Q2 25.2 1,145 25.3 1,418
Q3 24.4 1,108 25.6 1,437
Q4 23.8 1,081 22.4 1,258
Total 100 4,542 100 5,611

4.10.2 Property and casualty insurance

The seasonality of premiums is particularly noticeable in the first quarter; this is mainly due to
renewal of motor insurance policies of various groups of employees and businesses’ vehicle fleets,
whose renewal dates normally fall in January; seasonality is also caused by renewal of business
insurance policies, which are typically renewed in January or April. The effect of premiums’
seasonality on income is mainly offset by the unearned premium reserve mechanism.

It should be noted that a severe winter may trigger an increase in claims, mainly in the property

subsegment.

Following is a breakdown of gross property and casualty insurance premiums by quarter:

2023 2022
% In NIS million % In NIS million
Q1 27.6 1,232 27.3 1,016
Q2 25.2 1,127 25.3 940
Q3 24.4 1,001 25.1 932
Q4 22.8 1,019 22.3 829
Total 100 4,469 100 3,717

4.10.3 Health insurance

The breakdown of premium data by quarter shows that seasonality does not materially affect the

distribution of health insurance premiums during the calendar year.
4.11 Intangible assets
4.11.1 General

The Company owns trademarks pertaining to its name’s logo “The Phoenix”, and a number of

other names and brands.
The Phoenix uses several brand names in the insurance, investments and finance segments, such

as: The Phoenix, Phoenix Smart, Phoenix Investments Insurance and Finance, The Phoenix
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Advanced Investments, The Phoenix Investment House, The Phoenix Pension and Provident, and
more. The brand names benefit from the public recognition and the reputation created and
accumulated by The Phoenix over more than 75 years of activity, both among policyholders and
among insurance professionals.

In order to enhance awareness of the Company’s brand names, The Phoenix uses various mass
communication channels such as: commercial TV, regional and national radio stations, websites
and dedicated Internet pages, apps and digital platforms, such as Google, Instagram, YouTube,

Facebook, LinkedIn and more.

Domain names

The Phoenix owns the domain names of websites of The Phoenix (such as the domain name of
The Phoenix’ home page), and other domain addresses, which are relevant for The Phoenix’s
activity.

4.11.2 Databases

The Phoenix Insurance maintains databases, which are essential for the management of its

business, in accordance with the Privacy Protection Law, 1981.
4.11.3 Information systems

The Company develops - through its employees and suppliers - copyright-protected software for

internal use. For further details about IT systems, see also Section 4.9.2 above.

4.11.4 Goodwill and excess of costs
As of December 31, 2023, the Company has goodwill and excess of cost - from acquisition of
insurance agencies, from the life and savings activity, asset management - provident and pension
activity, and the asset management - Investment House and Wealth activity - totaling approx.
NIS 2,548 million (approx. NIS 2,080 million as of December 31, 2022), net of amortization. These
are mainly attributed to goodwill, fees and commissions portfolios and future management fees.
At the end of 2023, the Company tested the recoverability of its goodwill and did not conclude

that its value was impaired. For further details, see Note 5 to the Financial Statements.
4.12 Financing

The Group finances its activity, inter alia, from external sources, including issuance of notes,

bonds, as well as short-term and long-term bank and non-bank loans.

Total financial liabilities as of December 31, 2023 and 2022 is approx. NIS 15,576 thousand and
approx. NIS 13,105 thousand, respectively. The increase stems mainly from debt raising carried
out in the reporting year, an increase in interest rates and linkage rates, and an increase in the

scope of derivatives.
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Average interest rate

The average interest rates on loans from bank and non-bank sources in 2023, which are not
earmarked for specific use by the Group, are listed in the following table:

Average interest rate on loans not earmarked for specific use

(by percentage)
Average Subordinated
rate notes Long-term loans Short-term loans
Banking sources - USD-linked 6.0 - - 6.0
Bank sources - non-linked 6.3 - 6.45 5.63
Non-bank sources - CPI-linked 1.32 2.24 0.44 -
Non-bank sources - non-CPI-linked 4.2 3.76 4.26 6.75

For further details regarding the subordinated notes and bonds issued, see Note 27 to the Company’s Financial Statements.

4.12.1 Capital and debt raising

In the reporting year, the Company raised debt as follows:

Extension of Bonds (Series 6)

In January 2023, the Company issued - as part of an expansion - additional Bonds (Series 6) of up to
approx. NIS 172 par value; the bonds are registered bonds of NIS 1 par value each; they were issued
according to the Company's shelf offering report dated January 26, 2023 (Ref. No.: 2023-01-003042)
in consideration for NIS 150,000 thousand. The Bonds (Series 6) are rated ilAA- with a stable outlook
by Ma'alot, and Aa2.il with a stable outlook by Midroog Ltd.

Expansion of Bonds (Series 5 and 6)

In October 2023, the Company issued - as part of the expansion of its Bonds (Series 5 and 6) NIS
134,962 thousand p.v. in Bonds (Series 5) of NIS 1 p.v. each, and NIS 265,038 thousand p.v. in Bonds
(Series 6) of NIS 1 p.v. each. The terms of the bonds are identical to the terms of the existing bonds.
The Bonds were rated by Midroog at il.Aa2 with a stable outlook, and by Maalot at ilAA. The total

consideration arising to the Company from the two expansions amounted to NIS 350,000 thousand.

4.12.2 Credit limitations

Bonds (Series 4)

As part of the deed of trust of the Company’s Bonds (Series 4), the Company undertook not to place

a general floating charge on its assets as long as Bonds (Series 4) are not repaid in full, unless it has
obtained the bondholders’ consent in advance and placed on that date a lien of the same rank in favor
of the holders of Bonds (Series 4). Furthermore, with respect to Bonds (Series 4), the Company
assumed restrictions on distribution of dividends and expansion of the bonds series; the Company has
also undertaken to comply with various financial covenants. For further details, see Sections 5.6 and
5.10 and Appendix 1 to the deed of trust attached to the shelf offering report published on May 7,
2019 (Ref. No. 2019-01-039576).
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Bonds (Series 5)
As part of the deed of trust of the Company’s Bonds (Series 5), the Company undertook not to place

a general floating charge on its assets as long as the Bonds (Series 5) are not repaid in full, unless it
obtained the bondholders’ consent in advance and placed on that date a charge of the same rank in
favor of the holders of Bonds (Series 5). Furthermore, with respect to Bonds (Series 5), the Company
assumed upon itself restrictions on distribution of dividends and the expansion of the bonds series;
the Company has also undertaken to comply with various financial covenants. For further details, see
Sections 5.7 and 5.9 and Appendix 1 to the deed of trust that was attached to the shelf offering report
published on February 20, 2020 (Ref. No. 2020-01-014890).

Bonds (Series 6)
As part of the deed of trust of the Company’s Bonds (Series 6), the Company undertook not to place

a general floating charge on its assets as long as Bonds (Series 6) are not repaid in full, unless it has
obtained the bondholders’ consent in advance and placed on that date a lien of the same rank in favor
of the holders of Bonds (Series 6). Furthermore, with respect to Bonds (Series 6), the Company
assumed restrictions on distribution of dividends and expansion of the bonds series; the Company has
also undertaken to comply with various financial covenants. For further details, see Sections 5.7, 5.9
and Appendix 1 to the deed of trust attached to the shelf offering report published on January 5, 2022
(Ref. No. 2022-01-003042).

Apart from the aforesaid undertakings, the Company is not subject to any credit restrictions.

4.12.3 Credit rating
Rating reports published by Midroog

The Company
On January 19, 2023, Midroog announced it assigns the Company an issuer rating of Aa2.il with a stable

outlook and upgrades the rating of the Company’s bonds from Aa3.il with a stable outlook to Aa2.il with
a table outlook.

On January 23, 2023, Midroog announced it has rated the extension of up to NIS 150 million of Bonds
(Series 6) issued by the Company at Aa2.il, with a stable outlook.

The Phoenix Capital Raising

On August 23, 2023, Midroog announced it is reiterating the rating of The Phoenix Insurance at Aal.il
and upgrading the outlook from stable to positive. Accordingly, the rating outlook of the subordinated

notes that were issued by The Phoenix Capital Raising (2009) Ltd. were upgraded from stable to positive.

Rating reports published by Ma‘alot

The Company
On January 23, 2023, S&P Maalot announced it has rated the extension of up to NIS 150 million of

Bonds (Series 6) issued by the Company at ilAA-.
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On July 11, 2023, S&P Maalot announced the upgrading of the Company’s rating from ilAA- to ilAA with
a stable outlook, and the rating of The Phoenix Insurance Company from ilAA+ to ilAAA with a stable

outlook.

The Phoenix Capital Raising

On October 26, 2023, S&P Maalot announced it has rated the extension by up to NIS 320 million p.v. of
Subordinated Notes (Series PHONIX B12) issued by The Phoenix Capital Raising at ilAA-.

On December 22, 2023, S&P Maalot announced it has rated the issuance of up to NIS 800 million p.v.

of new Subordinated Notes (Series N and Series O) at ilAA-.

Global rating for The Phoenix Insurance

Moody's
On May 23, 2023, international rating agency Moody’s announced the assignment of an A2 international

credit rating with a stable outlook to The Phoenix Insurance.
On November 2, 2023, Moody'’s reiterated The Phoenix Insurance’s existing rating at A2, and changed
the rating outlook from stable to negative following the placement of the State of Israel’s credit rating

under review for downgrade in view of the Iron Swords War.

S&pP
In September 2023, the international rating agency S&P Global Ratings (hereinafter - "S&P") assigned

to The Phoenix Insurance an ‘A-" international rating with a stable outlook.
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4.13 Risk factors

This section deals with the key risk factors to which the Group is exposed.
For details about the risk factors, risk management policy, work processes, methods employed in risk
management, existing controls and the roles of the Chief Risk Officer, see Note 41 to the Financial

Statements.

4.13.1 Table of risk factors embodied in the Group’s key activities

The following table lists the key risk factors to which the Company is exposed and their potential effect:

The effect of risk factors on the Group'’s activity
Moderate

Risk factors

High effect Low
Macroeconomic risks -
State of the economy v
Unemployment rate 4
Breakdown of market risks:
Interest rate risk v
Credit Risk v
Equity instruments risk (shares and v
non-financial assets)
Foreign exchange rate risk v
Inflationary risk 4
Credit Risk v
Industry-specific risks
Insurance risks (including longer life expectancy, v
pension uptake, and illness)
Sustainability risks (ESG), including climate change v
Catastrophe risk (including earthquakes, epidemics, v
war, etc.)
Changes in legislation and regulation v
Legal precedents v
Competition v
Portfolio retention rate v
Reinsurance availability and stability risk v
Change in the public’s preferences v
Risks specific to the Company
Liquidity Risk v
Risk of asset-liability mismatch v
Operational risks v
IT risk v
Privacy protection and information security risks v
Pricing and underwriting risks 4
Claims and class actions and the Commissioner’s v
powers
Compliance risks v
Outsourcing risks v
Business development risks, including the setting up of v
alternative investments activity
Impairment of the Company's goodwill, financial v

strength, market cap or rating
The potential effect of the risk factors on the Group is based on the estimates of the Group’s management,
taking into consideration the scope and nature of its activities as of the report date. The actual effect may
vary due to changes in the Group’s activities or market conditions. For details about the key risk factors in
relation to the asset management - Investment House and Wealth activity, see Section 2.6 above. For details

about the key risk factors in relation to the credit activities, see Section 2.6.19 above.
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4.14 Material agreements

4.14.1

4.14.2

4.14.3

4.14.4

4.14.5

4.14.6

4.14.7

4.14.8

4.14.9

4.14.10
4.14.11

Reinsurance agreements - For details about the Company’s engagements with
reinsurers, see Section 4.5 above.

Agreements regarding holdings in investees - For details about these agreements, see
Section 4.4.5 above.

Maccabi agreement - For details regarding this agreement, see Section 2.3.5(c) above.
The Agreement period ended on December 31, 2023.

Cloud services - In 2022, the Company contracted two suppliers in the field of cloud
services: 1. Amazon Web Service (AWS): The supplier of the cloud services that will be used
by the Group for all future technological needs of the Phoenix. The agreement is an enterprise
agreement and is not limited in time; and 2. Snowflake: provider of managed cloud data
warehouse services to be used by The Phoenix to realize its cloud data platform and to
replace its existing data warehouses. The agreement is for a defined term and can be
renewed by the Company.

Implementation of IFRS 17 - In February 2020, the Company signed agreements with
suppliers for the purpose of applying the standard. The purpose of the agreements is to
implement and assimilate of a system aimed at enabling the Company to meet the regulatory
requirements regarding the application of the Standard. In addition, the Company engaged
in a consulting agreement with KPMG Canada and EY Israel in connection the expansion of
audit services.

Collective agreement - for details regarding the collective agreement of The Phoenix
Insurance with the workers' committee, see Section 4.6.3 above.

Phoenix Retail Credit - for details regarding the engagement with a software supplier as
part of the setting up of the activity, see Section 1.3.14 above.

The Phoenix Construction Financing and Guarantees Restructuring - for details
regarding the agreements as part of this restructuring, see Section 1.3.13 above.

The Phoenix Investment House - For details regarding The Phoenix Investment House’s
material agreements, see Section 2.5.12 above.

Gama - For details about Gama'’s material agreements, see Section 2.6.11 above.
Agencies - For details about material agreements in the agencies activities, see Section 2.7

above.

4.15 Business targets and strategy

For details about the Company’s business targets and strategy, see Section 4 to the Report of the Board of

Directors.
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5.1 Details regarding the Company's External Directors

As of the report publication date, the Company's Board of Directors includes 9 directors, 2 of whom
are external directors and one of which is an independent director. The external directors are Ms.
Rachel Levine and Mr. Richard Kaplan; the independent director is Dr. Ehud Shapira. The Company
operates in accordance with the provisions of the Companies Law and ensures that at least one third
of its directors are independent directors.

The Company adopted a Board of Directors work procedure, which lists, among other things, the

roles of the Board of Directors and its committees.

5.2 Information about the Company’s Internal Auditor

5.2.1 Details of the internal auditor:

The Company’s Chief Internal Auditor is Ms. Michal Leshem (CPA), who began her term in
office on September 1, 2020.

The Chief Internal Auditor meets the criteria set in Section 3(a) of the Internal Audit Law,
1992, the provisions of Section 146(b) of the Companies Law, and the provisions of Section 8
of the Internal Audit Law.

Ms. Leshem serves as the Internal Auditor of The Phoenix Insurance and The Phoenix
Investments.

The internal audit work is carried out through employees of the Company's internal audit
function, and through outsourced services. The Chief Internal Auditor reports to the Chairman
of the Board.

As part of the Group’s internal audit function, the Chief Internal Auditor of The Phoenix Pension
and Provident is Elad Cohen, CPA. The Internal Auditor of The Phoenix Investment House and
its subsidiaries is Hagit Kamesh Zluf (CPA). Hila Hoisman (CPA) of accounting firm Deloitte
Israel and Co. serves as Gama's internal auditor, by way of outsourcing. The internal auditor
of The Phoenix IEC Central Severance Fund is Shay Luterbach (CPA) of the Vardi Luterbach &
Co. CPAs firm. The internal auditor of the partnerships that were held by Phoenix Value
Advanced Investments Ltd. through December 24, 2023 was Uri Ilan (CPA) of the Audit IL
firm.

5.2.2 The work plan:

The internal audit function’s work plan for 2023 was derived from the multi-year plan for
2020-2023, which is based on a risk survey held in order to set the audit targets in key areas;
the survey was held and discussed in 2019. In 2023, a new risks survey was conducted to set
the internal audit targets on the basis of which the multi-year internal audit plan for 2024-
2027 was created.

The work plan also includes focal points in accordance with the changes in the Company’s
business activity and structure, regulation, and risk levels. Material activities are audited more

frequently. Additional activities may be audited more frequently, in accordance with the Chief
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Internal Auditor’s assessment, based on guidance issued by one or more of the following: the
Board of Directors, Audit Committee and management. The work plan allows the Chief Internal
Auditor to exercise discretion in deciding to deviate therefrom. The Chairman of Board of
Directors, the CEO and the Audit Committee may expand the scope of the plan or request
specific changes. Material changes in the annual work plan are reported to the Audit
Committee.

The scope and nature of the work of the Chief Internal Auditor and her team were determined
taking into consideration the scope of the Group’s activities and its various areas of activity.
The Chief Internal Auditor submits to the Audit Committee a detailed periodic report about
the auditing activity in the reporting period.

Interested party transactions are discussed and approved by the competent organs as
required by law. As part of the work plan, the Internal Audit Division also reviews approved
interested party transactions. Other material transactions, including approval of such
transactions, are reviewed from time to time as part of the work plan and in accordance with

generally accepted auditing principles.

5.2.3 Hours invested and audit of investees:

No. of hours invested

The Company’s Other internal
internal auditor auditors
The Phoenix Holdings 850 -
The Phoenix Insurance 21,504 -
The Phoenix Capital Raising 50 -
The Phoenix Pension and Provident Fund* 4,519 -
Gama Management and Clearing Ltd. - 1,480
The Phoenix IEC Central Severance Fund Ltd. - 1,200
Phoenix Value Advanced Investments Ltd. - 270
The Phoenix Investment House** 4,520 -
Total hours 31,443 2,950

(1) The Phoenix Pension and Provident Fund - including 1,420 hours carried out by the operating entities (Bank
Mizrahi and Malam).
(2) The Phoenix Investment House Ltd. and its subsidiaries.

In 2023, the internal audit activities in all Group companies amounted to 34,393 hours, as
described above. It is noted that following the October 7th events and the outbreak of the
Iron Swords War, Company employees - including employees of the internal audit function -
were enlisted as reservists. Due to the above, the number of internal audit hours that were
invested this year decreased by approx. 5% compared to the planned audit hours and the

work plan that was approved at the beginning of the year by the Company’s Audit Committee.
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5.2.4 Conducting the audit

The internal audit was conducted in accordance with the provisions of the Internal Audit Law,
1992, and the Companies Law, 1992, as well as in accordance with generally accepted
practices while adapting the application of the guidelines and professional standards issued by
the Chartered Institute of Internal Auditors (IIA).

The Board of Directors, through its Audit Committee, oversees the Internal Audit Division’s
work procedures, practices and results. The Board of Directors is of the opinion that the
internal auditor’s work practices are appropriate and in line with the composition and scope of

the Group’s activities.

5.2.5 Access to information

During the course of the audit work, the Chief Internal Auditor was provided with documents
and information as required. The Chief Internal Auditor and her team were given full, ongoing
and unrestricted access to IT systems and financial data, where such access was required to

perform their work.
5.2.6 Chief Internal Auditor’s report

The Chief Internal Auditor’s reports are submitted in writing. Generally, upon issuance of the
internal audit reports by the internal audit function, and as part of the current work process,
the reports are discussed with the audited functions. Internal audit reports are submitted on
an ongoing basis to the Chairman of the Board, the Company’s CEO, Legal Counsel, Chief Risk
Officer and the Company and/or the subsidiaries’ audit committees, as applicable. In 2023,
the Company’s Audit Committee held 9 meetings, and the audit committees of the Group’s
institutional entities held 31 meetings,24 of which approx. 33 meetings discussed the internal

audit reports.

5.2.7 The Board of Directors’ assessment of the Chief Internal Auditor’s

work

In the opinion of the Board of Directors, the scope, nature and continuity of the Chief Internal
Auditor’s work and her work plan are reasonable under the circumstances and are sufficient

to achieve the Group’s internal control objectives.

5.2.8 Compensation

The Chief Internal Auditor is a Group employee, having the status of a VP and employed on
a full-time basis; she receives a monthly salary including related social benefits. The Chief
Internal Auditor has an individual compensation plan that includes the right to take part in the

Company’s options plan, and an entitlement to an annual bonus based on Company's targets,

24 The Phoenix Insurance 15 meetings, The Phoenix Pension and Provident 11 meetings, and IEC Gemel 5 meetings.
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as part of the overall compensation policy adopted by the Company and its institutional
entities.

During the reporting year, the Chief Internal Auditor was awarded approx. 65,359 illiquid
option warrants exercisable into ordinary shares of NIS 1.00 par value each and 6,083 illiquid
option warrants exercisable into ordinary shares of NIS 1.00 par value each in The Phoenix
Investment House; the option warrants were awarded as part of the compensation plan
applicable to Company and Group employees and officers. The total cost of the internal

auditor's salary in 2023 amounted to approx. NIS 2.3 million.

In the opinion of the Board of Directors, the Chief Internal Auditor’s terms of employment are
reasonable and fair and reflect the Chief Internal Auditor’'s meeting her personal targets and
contribution to the Company and Group. The Board of Directors has found that the
compensation policy paid to the Chief Internal Auditor is in line with the compensation policy
of the Company and its institutional entities and does not give rise to any concern that her

professional judgment would be compromised.

5.3 Information about the independent auditor

The Company’s independent auditors are Kost Forer Gabbay & Kasierer ("Kost” and/or “EY”). Kost
serve as the independent auditors of most of the Group’s material companies.

As from December 2022, the engagement partner dealing with the Company on behalf of Kost is Yael
Assaf (CPA), who replaced Tal Hay-Zion (CPA).

The auditors’ fees are determined based on the scope of the work carried out in a publicly-traded

Company and institutional entity which is an insurance company, and in the other Group companies.
5.3.1 The independent auditor’'s fees are approved by the Company's
Board of Directors.

Following is a breakdown of the independent auditors’ fees in NIS thousand (excluding
VAT) for services rendered by them in 2022-2023:

2023
Audit Special Other Total
services* tax services
services
The company and its wholly  EY 2,450 438 1,130 4,018
i %k %k
owned companies Other 446 11 11 468
The Phoenix Insurance and EY 4,196 56 1,006 5,258
companies under its control Other _ _ ) )
The Phoenix Investment
House and its consolidated EY 620 - 237 857
companies
Total 7,712 512 2,695 10,919

*) The audit services include fees in respect of SOX audit, preliminary audit in preparation for the implementation of IFRS

17 and a solvency audit.
(**) Excluding The Phoenix Insurance, The Phoenix Investment House and companies under their control.
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2022
Audit Special Other Total
services* tax services
services

The company and its wholly EY 2,251 29 390 2,670
owned companies** Other 720 54 33 807
The Phoenix Insurance and EY 3,277 63 1,317 4,656
companies under its control Other _ _ ) ~
The Phoenix Investment
House and its consolidated EY 620 184 198 1,002
companies
Total 6,868 329 1,938 9,135

(*)  The audit services include fees in respect of SOX audit, preliminary audit in preparation for the implementation of IFRS 17
and a solvency audit.
(**) Excluding The Phoenix Insurance, The Phoenix Investment House and companies under their control.

5.4 Effectiveness of Internal Control over Financial Reporting and Disclosure

5.4.1 The Securities Regulations

Amendment No. 3 to the Securities Regulations (Periodic and Immediate Reports), 2009 (hereinafter
- "ISOX"), which deals with internal controls over financial reporting and the disclosure thereof (the
“"Regulations”), was published in December 2009. The amendment enacts a number of changes
aimed at improving the quality of financial reporting and disclosure by reporting corporations.

As from the publication date of the ISOX amendment, and as set out in the Company’s previous
Reports of the Board of Directors, the Company has been working on an ongoing basis to implement
the required procedure in The Phoenix group in accordance with the provisions of the ISOX
amendment. In accordance with the provisions of the ISOX amendment, the Company opted to
implement to the internal controls of all of its consolidated institutional entities the provisions of the
Commissioner’s circulars applicable thereto - the Institutional Entities Circular 2009-9-10,
“"Management’s Responsibility for Internal Control over Financial Reporting”; Institutional Entities
Circular 2010-9-6, “Management’s Responsibility for Internal Control over Financial Reporting -
Amendment”; Circular 2010-9-7 “Internal Control over Financial Reporting - Statements, Reports and
Disclosures” (hereinafter - "Management's Responsibility Circulars”).

The reports and statements required in accordance with the ISOX amendment are attached below to
the periodic financial statements; see Part 5 - Report on the Effectiveness of Internal Control over
Financial Reporting and Disclosure.

The processes relating to the institutional entities are also addressed in the Commissioner's circulars,
see below in Section 5.4.2
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5.4.2 The Commissioner’s circulars

Alongside the process described in Section 5.4.1 above, The Phoenix group’s institutional entities apply
the provisions of Management’s Responsibility Circulars pertaining to controls and procedures
regarding disclosure and internal control over financial reporting of an institutional entity, and
implement the procedures required in connection therewith, as described below; this is done in
accordance with the stages and dates set out in the above-mentioned circulars and in collaboration
with external consultants engaged for that purpose. As part of this process, the Group’s institutional
entities adopted the internal control model of COSO - Committee of Sponsoring Organization of the

Treadway Commission - which is a generally accepted framework for assessment of internal controls.

m  Disclosure controls and procedures

Managements of the institutional entities, together with their CEOs and CFOs, assessed the
effectiveness of the controls and procedures concerning the said institutional entities’ disclosure
in their financial statements as of the end of the period covered in the Report. Based on this
assessment, the CEOs and CFOs of the institutional entities in The Phoenix group concluded that,
as of the end of the period, the controls and procedures as per the institutional entities’ disclosure
are sufficiently effective for recording, processing, summarizing, and reporting the information
that the institutional entities are required to disclose in their quarterly report in accordance with
the provisions of the law and the reporting provisions set by the Commissioner of the Capital

Market, Insurance, and Savings and on the date set out in these provisions.

= internal control over financial reporting

During the reporting period ending December 31 2023, no changes took place in the internal
control over financial reporting of the Group’s institutional entities that had a material effect, or
is expected to have a material effect, on the institutional entities’ internal control over financial
reporting. Furthermore, the Group’s institutional entities are conducting a process of improving
and streamlining processes and/or internal controls and/or customer service. The reports and
statements relating to the relevant processes are attached to the Financial Statements of The
Phoenix group’s institutional entities, in accordance with the provisions of Management's

Responsibility Circulars.

5.4.3 Disclosure on the financial statements’ approval process in a reporting
entity

Pursuant to the Israel Securities Authority’s directive on disclosures required in the Report of the Board
of Directors as to the financial statements' approval process in a reporting entity, the corporate organs
charged with governance in the corporation should be identified, and disclosure must be made of the
procedures implemented by those charged with governance in the corporation, prior to the financial
statements’ approval. The directive does not apply to insurance companies. The Group’s institutional

entities are subject to the Supervisor’s directives, and accordingly follow Sections 302 and 404 to the
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Sarbanes-Oxley Act of 2002 (hereinafter - “"SOX"), including review of work processes and internal
controls in institutional entities. The financial statements of the said institutional entities include
managers’ statements as to the fairness of the financial data presented in the financial statements and
the existence and effectiveness of internal controls in relation to these financial statements.

As part of the review of the financial results, meetings are held which are attended by the CEO, the
CFO, division heads and other relevant officers, in which participants discuss material issues concerning
financial reporting, including material transactions outside the ordinary course of business, material
valuations used in the financial statements, the reasonability of the data and the accounting policies
applied.

The Company's Board of Directors is the organ charged with governance and approval of the financial
statements. The Company's Board of Directors has appointed a committee which submits to the Board
of Directors its recommendations concerning the approval of the financial statements, prior to their

approval by the Board. The Committee is not an Audit Committee.

Benjamin Gabbay, Chairman of the Board Eyal Ben Simon, CEO

Date: March 26, 2024
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Report of the Board of Directors on the State of the
Corporation's Affairs
As of December 31, 2023

The Report of the Board of Directors of The Phoenix Holdings Ltd. (hereinafter - “The Phoenix Holdings”
or the “"Company” or the Corporation”) as of December 31, 2023, outlines the principal changes in the
Company’s operations in the period from January through December 2023 (hereinafter - the “"Reporting
Period”).

The report was prepared in accordance with the Securities Regulations (Periodic and Immediate Reports),
1970. With regard to the insurance, pension, and provident fund operations of the Group, the Report was
prepared pursuant to the Supervision of Insurance Business Regulations (Reporting), 1998, and in
accordance with the directives issued by the Commissioner of the Capital Market, Insurance and Savings

Authority (hereinafter - the “Supervisor" or the "Commissioner").

The Report of the Board of Directors is an integral part of the Periodic Report, and the Periodic Report is to
be read in its entirety, as a single unit (hereinafter - the “Financial Report” or the “Financial
Statements”).For further explanations regarding changes between the financial results for 2022 and the
financial results for 2021 — see the Report of the Board of Directors on the State of the Company’s Affairs

as of December 31, 2022, as published in the Company’s Periodic Report for 2022.

1. The Group's Structure, its Areas of Activity, and Developments Therein

1.1.  Group structure
The Phoenix Holdings Ltd. was incorporated in 1949 and has been a publicly-traded company since
1978. As of the report publication date, the Company’s shares are traded on a number of indices,
mainly Tel Aviv 35. Bonds issued by the Company are listed in the Tel Bond Linked Yeter, Tel Bond

Linked, and Tel Bond Maagar indices.

The controlling shareholder of the Company is Belenus Lux S.a.r.l. (hereinafter - "Belenus"), which
is indirectly held through a chain of companies, by CCP III Cayman GP Ltd., Matthew Botein, Lewis
(Lee) Sachs.

As of the report’s publication date Belenus holds approx. 31.22% of the Company’s shares. For

further details regarding a transaction for the sale of approx. 2% of the Company’s shares in the
reporting period, see immediate report dated August 15, 2023 (Ref. No.: 2023-01-075799).

1.2.  Areas of activity
1.2.1. In order to simplify the presentation of its results, the Group divided its operating results

into two key activities: The first - insurance; and the second - Asset Management and Credit.
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The Phoenix Holdings

Insurance Asset Management & Credit
P&C Retirement (Pension & Provident)
Health & Travel Investment House & Wealth
Life & Savings Private Credit (Business & Consumer)

Distribution / Agencies

The said activity is divided in the Report into seven reporting segments. The Insurance
Activity is divided into three segments - Property and Casualty Insurance, Health Insurance,
Life and Savings. The Asset Management and Credit activity is divided into four further
segments - Retirement (Pension and Provident), Investment House and Wealth, Distribution
(Agencies) and Credit.

In the insurance businesses, the Company operates through The Phoenix Insurance
Company Ltd.;

In the Asset Management and Credit activity, the Company operates through The
Phoenix Pension and Provident Funds Ltd., The Phoenix Investment House Ltd., and The
Phoenix Advanced Investments Ltd.; in its distribution activity it operates through The
Phoenix Agencies 1989 Ltd. and the agencies it owns; and in its credit business - mainly
through Gama Management and Clearing Ltd. - a reporting corporation, all of the shares of
which are owned by the Company; for information about the Group’s areas of activity and
its holding structure, see Section 1.4 under the Description of the Corporation's Business in
the Periodic Report.

1.2.2. The Company has various sources of income from the activities of its subsidiaries, as outlined
in the sections dealing with the various operating segments. Set forth below is the
breakdown of the comprehensive income attributed to the shareholders in the reporting year
(NIS million post-tax); for further details, see Note 3 to the Financial Statements and Section
5 below:
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2,316
Non-Operating (*)
I Core Asset Management & Credit
|| Core Insurance
1,450
1,353 1,093

56,
(56) (229)
2019 2020 2021 2022 2023 10-12/2022 10-12/2023
ROE (**) 10.2% 18.5% 26.3% 11.4% 10.5% 23.0% 24.4%
> Total Core Income 620 601 866 1,180 1,322 302 366
Core ROE (***) 9.5% 8.7% 10.7% 11.9% 12.6% 13.0% 15.2%

(*) Income other than from operating activities - income from capital market effects above or below a real return of 3%,
effects of the interest rate curve changes and other special items. (For further details, see Section 5.4.1 below).

(**) Return on equity is calculated based on the comprehensive income for the period attributable to Company’s
shareholders, adjusted to reflect a one-year period and divided by the average equity for the period.

(***) Adjusted return on equity is calculated based on the comprehensive income for the period attributable to Company’s
shareholders, net of income other than from operating activities, adjusted to reflect a one-year period and divided by the
average adjusted equity for the period.

1.3. Developments in the Group

General

1.3.1. Interest rates, the capital market and inflation

Changes in the risk-free interest rate curve and capital market affect The Phoenix Insurance’s
assets, liabilities, financial performance, and solvency ratio. The Company manages the
interest risks of all of its assets and liabilities.

Interest rates - during the reporting period, the Bank of Israel increased its interest rate
from 3.25% to 4.75%. Furthermore, in the reporting period, the NIS interest rate curve
increased, which was partially offset from an approx. 0.35% decrease in the illiquidity
premium. Changes in the shekel interest rate curve affect both the Company’s financial
results and The Phoenix Insurance’s solvency ratio; in accordance with the provisions for
calculating the solvency ratio, the illiquidity premium is not used.

The capital market - during the reporting period, there was volatility in financial markets in
Israel and across the world. These market changes affected both on the Company’s financial
results, and on The Phoenix Insurance’s solvency ratio.

Inflation - during the reporting period, the inflation rate increased by 3.3%.

In the period subsequent to the reporting date through immediately prior to the financial

statements publication date, financial markets in Israel and across the world continued to
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be volatile (for further details regarding the Iron Swords War, see Section 1.3.2 and Section
3 below), and the Bank of Israel lowered the interest rate by 0.25% concurrently with
expectations of a decrease in inflation in Israel and globally in 2024; there was also an
increase in the NIS interest rate curve.

For further details regarding the changes in the interest rate and in the interest rate curve,
the capital markets and inflation rates, see Section 3 below; for effects on the Company’s
financial results, see Section 5 below, and Note 41 to the Financial Report. As to the effect
of the changes in the shekel yield curve and in capital markets on The Phoenix Insurance’s
solvency ratio, see Section 2.1.5 below, and Section 8 in The Phoenix Insurance’s Economic
Solvency Ratio Report as of June 30, 2023.

For the purpose if using its financial results, the Company uses a real return of 3% (see
Section 5.4.1); in view of that, the changes in the CPI, as stated above, affects the

classification of amounts between underwriting income and investment income.
1.3.2. The Iron Swords War -

On October 7, 2023, the Iron Swords War between the State of Israel and the Gaza-based
“Hamas" terror organization broke out (hereinafter - the “War"), following a murderous attack
by Hamas on localities in southern Israel. As a result of the War - based on published data,
as of the report publication date - more than 1,450 Israeli citizens were murdered (including
members of the defense forces), approx. 11,500 sustained various injuries, and 134 citizens
and soldiers are defined as hostages. In addition to the War in Gaza, Israel is involved in an
armed conflict and military operational activity of varying intensities and in a number of
fronts, the main of which is the conflict in the north of Israel, which has also driven tens of
thousands of Israelis from their homes. The War and all of the activities in the various fronts

have an adverse effect on the Israeli economy.

Following the above, the rating agency Moody'’s placed the State of Israel’s credit rating on
the Rating Watch Negative list, and thereafter, on February 9, 2024, it downgraded the State
of Israel’s credit rating to A2 with a negative outlook. The rating agency Fitch announced -
on October 17, 2023 - on the placement of the State of Israel’s Rating Watch Negative list,
and the rating agency S&P announced - on October 24, 2023 - that it revised its outlook for
the State of Israel’s rating to negative. The rating downgrade did not have a significant effect
on The Phoenix group. For further details regarding the Company’s rating, see Section 1.3.30

below.
Due to its activity, The Phoenix group is exposed to declines on the financial markets and to

slowdown, as well as to other risks arising from the War. For further details on sensitivity

and exposure to risk factors, see also Note 41 to the Financial Report.
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During the period from the outbreak of the War through the report publication date, the War
impacted the Group’s activity and results; this was mainly reflected in direct effects on life

insurance claims (risk and disability insurance) and capital market volatility.

At this stage, there is uncertainty as to the development of the War, its scope and duration.
Therefore, at this stage it is impossible to assess the full effect of the War on the Company
and its results in the medium term; however, as of the report publication date, this effect is

not expected to be material.

The potential risks associated with the War include slumps in the Israeli capital market,
decline in investments in the Israeli economy, including foreign investments and investments
in high-tech companies, decline in GDP, budget deficit, downgrade of Israel’s credit rating,

changes in yield curves and in central bank’s interest rate, and more.

The Company presents in the special items line item only direct effects of Iron Swords on its

results.
Set forth below are data regarding the effect of the War through the report publication date.

The War affects The Phoenix group on a number of levels:

1. Business continuity

The Company acted quickly to make the required preparations; it continues to render
all of its services to all of its customers across all operating segments in an efficient
manner, and even implemented a business continuity plan that ensures employees are

able to work remotely, while supporting the employees’ needs.

2. Operating results of insurance underwriting

Set forth below are the key effects in the different subsegments as of the publication

date of the financial statements.
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A. Life insurance and long-term savings -

The exposure arises mainly from life insurance, disability, and disability insurance.
As of the balance sheet date, claims amounting to a total of approx. NIS 40
million (retention) were established.

The Phoenix Insurance has in place a non-proportional reinsurance contract,
which provides coverage in respect of death and disabilities resulting from a
catastrophe event, and which mitigated the exposure to this risk in accordance
with the policy’s terms. Furthermore, the Company has a proportional reinsurance
contract in respect of its disability insurance business, which mitigates the
exposure to this subsegment. For details regarding the catastrophe event

reinsurance contract, see Note 41(5) to the Financial Report.

B. Health insurance (including long-term care) -

In the Health Insurance Segment, the exposure due to the War is mainly in the
field of travel insurance. In view of the decline in flights departing from and
arriving at Israel, there has been a decline in sales compared with previous

periods; the direct effect of the War on profitability is immaterial.

C. Property and casualty -

Generally, damage to property due to a war event is not covered under a property
insurance policy, and therefore the exposure as a result of the War is immaterial.
Furthermore, as of balance sheet date, the War had a positive indirect effect as
a result of a decrease in the prevalence of claims in the motor property insurance

subsegments.

3. Effect on assets under management of The Phoenix Insurance and The
Phoenix Pension and Provident and the insurance liabilities - financial activity

Financial assets under management -

Since the outbreak of the War and through the report publication date, there was no
material change - due to the War - in the value of total assets under management by
the Group - nostro assets, yield-dependent insurance policies, provident funds and

pension funds.

Insurance liabilities -
The insurance liabilities are exposed to changes in the risk-free interest rate and the
illiquidity premium. For details on the impact of the interest rate and the sensitivity to

the interest rate on insurance liabilities, see Note 41(5) to the Financial Report.
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Credit activity

The credit granting activity is mostly managed by the subsidiary Gama Management
and Clearing Ltd. Most of the exposure arising from this activity stems from a potential
increase in loan losses. The direct effect of the War on the expected loan losses is

immaterial.

Investment house and wealth (including The Phoenix Investment House)

The extent of this indirect effect depends on the duration of the War and on the period
of higher volatility in equity and corporate bonds markets, which might affect total
assets under management. As of the outbreak of the War and through the financial

statements publication date, this effect is immaterial.

Distribution (agencies)
Since the outbreak of the War and through the financial statements’ publication date,

there was no material direct effect on the operating results of Distribution (Agencies).

Solvency ratio

In accordance with the Economic Solvency Ratio Report as of June 30, 2023, which was
published by The Phoenix Insurance, and in accordance with an assessment of the
solvency ratio as of September 30, 2023, which was carried out by The Phoenix
Insurance (and which is not audited or reviewed by the independent auditor), The
Phoenix Insurance has material surplus capital compared to the targets that were set,
both when calculation is made having no regard to the transitional provisions and when
it is made taking into account the transitional provisions. For further details, see Section
2.1.5 below.

The War has had no material effect on the Company’s liquidity, its financial strength
and funding sources available to it. The Company complies with the Board of Directors’
risk restrictions and with the contractual restrictions and financial covenants that were
set in the deeds of trust. For further details about the financial covenants of the bonds
and delaying circumstances of the notes, see Note 27. The Company is of the opinion

that Group companies have sufficient liquidity levels. For further details, see Note 41(4).

Corporate social responsibility

As part of the public response to the efforts made to support IDF soldiers and the home
front during the War, the Group’s management decided to donate to and volunteer in
the community while using the Group’s business relationships with entities from across
the world, all in addition to the Group’s substantial donations and voluntary work during
normal times.

Since the outbreak of the War, the Group and its employees take part in a number of

activities to support citizens, soldiers and entities, that are in need of immediate relief,
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both through financial donations, and through physical and professional support and
voluntary work by Group employees.

The Group has been adopting Regiment 77 of the Armored Corps for many years now,
and has also been assisting the regiment in a range of areas during the course of the
War. During the War, the Group expanded the support to other military units.

In addition, the Group decided to adopt the Barzilai Medical Center, that suffered direct
rocket hits and treated hundreds of wounded since the outbreak of the War. Using its
international contacts, the Group raised millions of dollars to make immediate
purchases to meet immediate needs of the medical center; the Group will continue
supporting and donating to the Barzilai Medical Center in the future.

Furthermore, The Group set up a dedicated ten-million-shekel fund in order to assist

those of its policy holders who were adversely affected by the War.

The above is based on information available to the Company as of the report publication
date. It should be noted that if the War will continue and/or expand to other fronts, the scope
of business activity in Israel may be impacted; therefore, the Group’s results may be further
impacted in the future.

It should also be clarified that the Company's assessments of the potential
implications of the War on its operations are uncertain and are not under its
control. These assessments are based, inter alia, on information available to the
Company on this topic, and Israel’s preparedness to cope with the implications of
the War, the possible scenarios reviewed by the Company, at its discretion, as
well as Group management's assessments of potential measures for dealing with
the various effects, bearing in mind, inter alia, existing barriers (or the absence
of such barriers) on the Group's ability to cope with such effects, and accordingly,
their materialization is uncertain. These assessments may not materialize, in
whole or in part, or may materialize in a different manner, including in a materially
different manner, from that which is expected.

1.3.3. The legal reform

For details regarding the Government’s plan to promote the execution of material changes
in the Israeli judiciary, see Report of the Board of Directors for the 2nd quarter of 2023,
published with the financial statements as of that quarter of 2023 on August 24, 2023 (Ref.
No. 2023-01-079147).

In January 2024, about six months after the legislation and approval of the abolishment of
the Standard of Reasonableness by the Knesset, the High Court of Justice voided the
Standard of Reasonableness Law, on the grounds, among other things, that the Knesset

exceeded its constituent authority.
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At this stage, and particularly following the outbreak of the Iron Swords War as described
above, the Company is unable to assess future developments, or the effect of the impacts
of the Government’s plan on the Israeli economy in general and the Company’s activity in

particular; as of the report publication date, it is suspended due to the Iron Swords War.

The insurance activity
1.3.4. Completion of a study regarding costs in connection with disability

insurance coverage
In June 2023, the Company completed a study regarding costs in connection with disability
insurance coverage (hereinafter - the “"Study”). Following the Study, the Company recorded

in its financial statements as of June 30, 2023, a pre-tax income of approx. NIS 59 million.

1.3.5. FNX Private

In June 2023, The Phoenix Pension and Provident and The Phoenix Insurance Saifa
Management Services (2013) Ltd. signed an agreement for assuming control in the
partnerships of the FNX Private venture (a venture which is engaged in the direct marketing
(rather than through external insurance agents) of The Phoenix’s self-directed policies and
provident funds (IRA)). As a result of assuming control over the said venture’s partnerships,
in the second quarter, the Company recorded a pre-tax and post-tax one-off income of
approx. NIS 129 million; on the other hand, the Company deducted the income from
revaluation of excess fair value of illiquid assets, which was recognized against the LAT
reserve in the first quarter of the reporting period. For further details, see Report of the
Board of Directors for the 2nd quarter of 2023, published with the Financial Statements on
August 24, 2023 (Ref. No. 2023-01-029147).

1.3.6. Updating the minimum capital target

In August 2023, The Phoenix Insurance's Board of Directors increased the minimum
economic solvency ratio target - net of the provisions during the Transitional Period - by 4

percentage points - from the 111% rate a 115% rate as of June 30, 2023.

1.3.7. The reform in the Health Insurance Segment and the Economic
Arrangements Law for 2023 and 2024

For details regarding The Phoenix Insurance’s assessments as to the implementation of
insurance rates as part of the reform in the Health Insurance Segment and the Economic
Arrangements Law for 2023 and 2024, see Section 2.3 to the Description of the Corporation’s

Business Report.
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1.3.8. Collective long-term care insurance agreement with Maccabi

The collective long-term care insurance agreement for members of Maccabi Healthcare
Services expired on December 31, 2023 and, as of the report publication date, the portfolio
was transferred to another insurance company. For further details, see Section 2.3 to the

Description of the Corporation’s Business Report.

Asset Management and Credit
1.3.9. The Phoenix Investment House - Acquisition of assets under

management from Psagot Investment House in several transactions
During the reporting period, two separate transactions were completed for the acquisition of
assets under management (mutual funds activity and portfolio management activity) by The
Phoenix Investment House from Psagot Investment House at the total amount of approx.
NIS 19.2 billion for a total consideration of NIS 250 million.

Furthermore, in December 2023 The Phoenix Investment House and KSM Mutual Funds
engaged with companies of the Psagot Investment House group in two binding agreements
for the acquisition of assets (mutual funds activity and hedge funds activity) at the total
amount of approx. NIS 22.2 billion for a total consideration of NIS 150 million as part of two
separate transactions (hereinafter - the “December Transaction”). As of the report
publication date, the December Transaction has been completed.

For further details, see Section 2.5.1.4 to the Description of the Corporation’s Business
Report and Report of the Board of Directors for Q2 of 2023, published with the financial
statements on August 24, 2023 (Ref. No. 2023-01-079147) and the immediate reports dated
January 19, 2023 and July 2, 2023 and December 20, 2023 (Ref. Nos.: 2023-01-009285,
and 2023-01-138141 and 2023-01-061972, respectively).

1.3.10. The Phoenix Pension and Provident
A. Closing down of the retail unit
As part of promoting the Company’s strategy to reduce cost and strengthen the
distribution channels, in May 2023, The Phoenix Insurance closed the activity of the
retail unit, which employs 120 employees; the existing portfolio of the retail unit was

sold to, and is operated by, Shekel Insurance Agency (2008) Ltd.

B. Loan and credit facility guaranteed by the Company
As part of a strategy for efficient and effective management of the capital at the Group
level, in June of 2023 The Phoenix Pension and Provident approved a NIS 330 million
loan and a NIS 150 million credit facility from a financial institution in order to refinance
an internal debt of The Phoenix Pension and Provident to The Phoenix Insurance and

to the Company; the debt arises from the rapid growth in the activity of The Phoenix
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Pension and Provident. To secure the repayment of the loan and credit facility, the
Company provided a guarantee to the financial institution. As of the report date, a credit

facility totaling NIS 119 million was utilized.

1.3.11. The Phoenix Advanced Investments

Sale of stake in Phoenix Value Advanced Investments Ltd.

During December 2023, the Company sold - through The Phoenix Advanced Investments -
all of its holdings (indirectly 50.1% of the share capital) in Value Advanced Investments Ltd.
(hereinafter - “Value”) to entrepreneurs and Value executives. For further details about the
events that preceded the sale, see Section 2.5.2.11.2 to the Description of the Corporation’s

Business Report.

1.3.12. Full tender offer for Gama’s activity

In August 2023, The Phoenix Investments executed a full tender offer to acquire shares of
The Phoenix Gama. After the acquisition of all the offerees’ shares, Gama became a privately-
held company (reporting corporation), which is wholly-owned by The Phoenix Investments.
For further details, see the immediate reports dated August 10, 2023, and August 29, 2023
(Ref. Nos.: 2023-01-074644 and 2023-01-081274).

1.3.13. Restructuring in the Credit Segment

As part of the execution of the strategic plan in the Credit Segment, and the wish to
concentrate the Group’s credit activity under one arm in order to establish a significant credit
activity arm within the Group, in the reporting year it was decided to execute a restructuring
in the Credit Segment, as part of which The Phoenix Construction Financing and Guarantees
Ltd., which provides financing to real estate development projects (mainly residential
projects) (hereinafter - "The Phoenix Financing and Construction”), and was wholly
owned by The Phoenix Insurance, became wholly owned by Gama.

The restructuring was executed in phases; in the first phase, on December 31, 2023, The
Phoenix Insurance distributed a dividend in kind to the Company comprising of shares of
The Phoenix Construction Financing and Guarantees Ltd.. The distribution of the dividend in
kind was carried out according to a valuation received from an external appraiser at a value
of approx. NIS 315 million. In the second phase, in January 2024, the Company transferred
its entire stake in The Phoenix Financing and Construction to Gama.

For further details, see Section 2.6.1 to the Description of the Corporation’s Business Report
and the Company’s immediate report dated December 12, 2023 (Ref. No.: 2023-01-134841).
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1.3.14. The Phoenix Consumer Credit

During 2022, the Company decided that the provision of consumer credit will be carried out
through The Phoenix Consumer Credit Ltd.

Further to this decision, the Company started working with various suppliers, developing a
software and also filed an application for an expanded credit provision license (hereinafter -
the “License”) in accordance with The Financial Services Supervision Law (Regulated
Financial Services), 2018; in December 2023, the Company was awarded the License.

In June 2023, the Company entered into a long-term agreement with Matrix IT ERP Solutions
Ltd. for the provision of managed services and the development of a system for the
operation, management and development of consumer credit services to customers, in a
manner that is compliant with the provisions of the law and the regulations.

As of the report publication date, the Company has not yet started operating and providing

credit.

1.3.15. Restructuring - The Phoenix Agencies
As of the report publication date, the Company holds approx. 79.4% of The Phoenix

Agencies. As part of the Company’s strategy to unlock value in the activities of the Group’s
subsidiaries, the Company entered into an agreement with an international investment bank
in order to assess the introduction of an international strategic investor as a partner in The
Phoenix Agencies. As of the report publication date, the Company is negotiating with several
global entities that have expressed their interest in investing in The Phoenix Agencies.
According to initial non-binding indications received by the Company, the value of The
Phoenix Agencies is between USD 1 billion to USD 1.2 billion. At this stage, there is no
certainty that the said transaction will come to fruition. For further details, see the Company's
reports dated August 30, 2023 and November 8, 2023 (Ref. Nos.: 2023-01-100341 and
2023-01-101827, respectively).

Further developments during and subsequent to the reporting period

1.3.16. Sustainability and ESG
In July 2023, the Company published an ESG report for 2022. The report was published on
the Company’s website and on the websites of the TASE and the Israel Securities Authority.
For the full report posted on the Company’s website, see the Company’s website at:
https://www.fnx.co.il/sites/docs/genery/for new_site/esg/ESG BOOK 2022 HEB Digital n

ew.pdf
In January 2024, the Company published the 2024 investment policy with regard to ESG

considerations, which are relevant to the performance of the investment portfolios and may
affect them. For further details in connection with the investment policy, see the Company’s

website at:
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https://www.fnx.co.il/sites/docs/genery/mediniut _ashkaa tzfuia/responsible-

investments2024-he.pdf.

In addition, the Company started implementing the management of climate risks. The Risk
Management Department and the ESG Department - in collaboration with an external
consulting company - created a risk map describing and analyzing the key climate risks facing
the Group. At a later stage, a diverse selection of risks was analyzed; the analysis assessed
the potential relevance of each risk, while classifying the effect on the business activities, and
assessing the relevance in different time frames. In accordance with the results,
recommendations were given for each risk, which integrate a range of tools and strategies
to monitor and manage the risks.

Furthermore, in the reporting year and at the beginning of 2024, the Group continued to take
steps to reduce its environmental impact and carbon footprint, alongside the development of
processes for mitigating climate and environmental risks in its activity. As part of this, the
Group executed a process for the measurement of financed emissions in The Phoenix group’s
investment portfolio - Scope 3 according to the SPAF international measurement
methodology. The measurement was carried out in respect of all types of assets and financial
instruments used in the Group’s investment activities, totaling NIS 371 billion as of the end
of 2022. The measurement results show attributed emissions intensity of 30 (tons of GHG

equivalent per one million shekels of investment), with the information being scored at 4.4.

As part of the approval of the Company’s Compensation Policy for 2024-2026, the Company

included for the first time ESG parameters;

In July 2023, Maala’s ESG index for 2022 was published, which assigned to the Company an
86/100 Platinum rating, and an AA ESG rating, which is published on the Stock Exchange.

In November 2023, the Greeneye rating agency assigned the Company a 74/100 ESG rating
for 2022 - the highest in the sector. In February 2024, the international rating agency S&P
assigned the Company'’s ESG rating for 2022 at 37/100.

At the beginning of 2024, the Company’s Board of Directors approved a diversity policy with

targets aiming to increase the percentage of women, who serve in the Board of Directors.

1.3.17.The Company's preparation for the application of IFRS 17 and IFRS 9
The Company continues to prepare for applying IFRS 17 (hereinafter - the “Standard”) and
and IFRS 9 (hereinafter - "IFRS 9”) (hereinafter, jointly - the “Standards”), in the Financial
Statements of the Company and The Phoenix Insurance.

On June 1, 2023, the Capital Market, Insurance and Savings Authority published a third
revision to the "Roadmap for the Adoption of International Accounting Standard (IFRS) 17 -
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“Insurance Contracts" (hereinafter - the “Third Revision”). As part of the Third Revision the
first-time application date of IFRS 17 and IFRS 9 in Israel was postponed to the quarterly
and annual periods beginning on January 1, 2025; (accordingly, the transition date shall be
January 1, 2024). The Third Revision included a requirement to conduct a number of
quantitative impact surveys (“QIS”) by the Company and the publication of pro-forma reports
regarding IFRS 17 and IFRS 9 as part of the 2024 financial statements. During the reporting
year, the Company completed the key milestones in the revised roadmap, including the first
QIS regarding the calculation of the opening balances of selected portfolios on the transition
date as of January 1, 2023.

In the reporting year, the Company focused on the process of implementation and
integration of a new IT system, and on the mapping of the required controls and the manner
of flow of information to the financial statements. Furthermore, the Company held reviews
and training sessions to the business teams and members of the Balance Sheet Committee
in connection with the implementation of IFRS 17.

The standards will impact the Company’s insurance activity, with no effect on its other
activities; the main activities which will be affected are the Life Insurance and Health
Insurance activities. The underlying concept of IFRS 17 is looking forward upon the contract’s
inception, over the policy’'s coverage period, and spreading the unearned profit, the
“contractual service margin” (hereinafter - "CSM") over the coverage period - with changes
in estimates attributed to the insurance activity revising the CSM until it is reduced to zero.
IFRS 9 sets categories for classification of investments in financial assets and classification
of debt instruments in accordance with the Company’s model for the management of its
financial assets, and in accordance with the question of whether the contractual terms of

the cash flows reflect solely payments of principal and interest (“SPPI").

The standards are expected to make the financial statements of the insurance companies
more transparent and clearer; they simplify the insurance business by, among other things,
creating a separation between the different sources of revenue of the insurance companies,
while separating the income from insurance services from investment income. Furthermore,
the standards will achieve a tighter alignment of the financial assets held against the
insurance liabilities, and their measurement at fair value. The standards are not expected to
affect the strategy, the restrictions set in the dividend distribution policy, and the Company’s

level of leveraging.

The Company is making preparations for the adoption of IFRS 17 in accordance with the

time frames as stated above. For further details, see Note 2(ff) to the Periodic Report.
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Capital raising by The Phoenix Holdings

1.3.18. Issuance of further Bonds (Series 6) by the Company by way of
series expansion
In January 2023, the Company issued - as part of an expansion - additional Bonds (Series 6)
of up to approx. NIS 172 par value; the bonds are registered bonds of NIS 1 par value each;
they were issued according to the Company's shelf offering report dated January 26, 2023
(Ref. No.: 2023-01-003042) in consideration for NIS 150,000 thousand. The Bonds (Series
6) are rated ilAA- with a stable outlook by Ma'alot, and Aa2.il with a stable outlook by Midroog
Ltd.

1.3.19. Issuance of further series of Bonds (Series 5 and Series 6) by the

Company by way of series expansion

In October 2023, the Company issued - as part of the expansion of its Bonds (Series 5 and
6) NIS 134,962 thousand p.v. in Bonds (Series 5) of NIS 1 p.v. each, and NIS 265,038
thousand p.v. in Bonds (Series 6) of NIS 1 p.v. each. The terms of the bonds are identical to
the terms of the existing bonds. The Bonds were rated by Midroog at il.Aa2 with a stable
outlook, and by Maalot at ilAA. The total consideration arising to the Company from the two

expansions amounted to NIS 350,000 thousand.

Capital raising by The Phoenix Insurance through The Phoenix
Capital Raising
1.3.20. Listing of restricted Tier 1 capital of The Phoenix Insurance
In August 2021, The Phoenix Insurance issued - through The Phoenix Capital Raising

subordinated bonds to institutional entities and to the Company. The subordinated notes
were recognized by the Commissioner as an Additional Tier 1 capital instrument of The
Phoenix Insurance, and listed by The Phoenix Capital Raising for trade on the TACT
Institutionals trading platform operated by the TASE.

In April 2023, The Phoenix Capital Raising fulfilled the conditions for listing of the notes on
the main list of the TASE, and at the beginning of May 2023 trading of the notes on the main
list started. In accordance with the provisions of the deed of trust, the interest in respect of
the notes was reduced by 0.2%. As part of the listing on the main list, The Phoenix Insurance
undertook to publish data in connection with its economic solvency ratio on a quarterly basis
in respect of the quarter preceding the reporting date. At the beginning of 2024, those notes
were traded as part of the Tel-Bond and Tel-Bond Coco index.
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For further details in connection with the issuance of the subordinated notes and their listing
on the main list, see the Company's immediate reports dated August 2, 2021, August 3, 2021
August 8, 2021, April 24, 2023 and May 3, 2023 (Ref. Nos.: 2021-01-060658, 2021-01-
061159, 2021-01-062515, 2023-01-038554 and 2023-01-040573, respectively).

1.3.21. Private placement of Restricted Tier 1 capital to the Company by
way of expansion of Series PHONIX B12 Bonds of The Phoenix

Insurance

In November 2023, The Phoenix Capital Raising completed a private placement to the
Company of NIS 317,800 thousand p.v in Series PHONIX B12 Bonds, which are part of
Restricted Tier 1 capital, against the injection of NIS 300,000 thousand to The Phoenix
Insurance, which arose from the capital raising outlined in Section 1.3.19 above. The
additional subordinated bonds were assigned an ilAA- rating by Maalot. The notes were
recognized as Tier 1 capital in The Phoenix Insurance, and were listed on the Tel Aviv Stock

Exchange.

1.3.22. Issuance of Bonds (Series N and O) by The Phoenix Insurance

through The Phoenix Capital Raising

In December 2023, The Phoenix Capital Raising completed the issuance of two new series of
Bonds (Series N) and (Series O), at a total amount of NIS 800,000 thousand p.v. The bonds
were assigned an Aa3il rating by Midroog with a positive outlook, and an ilAA rating by Maalot.
The notes were recognized as Tier 2 capital in The Phoenix Insurance, and were listed on the
Tel Aviv Stock Exchange. For further details, see immediate reports of December 12, 2023,
December 20, 2023, December 22, 2023 and December 25, 2023 (Ref. Nos.: 2023-01-
112744, 2023-01-138678, 2023-01-139485 and 2023-01-116395, respectively).

Company’s share capital

1.3.23. Dividend distribution policy

In 2020, the Company’s Board of Directors approved a dividend distribution policy, whereby the
Company shall distribute an annual dividend at a minimum rate of 30% of the Company's
distributable comprehensive income as per its audited annual consolidated Financial Statements
for the relevant year. For further details, see the Company's immediate report dated October
28, 2020 (Ref. No. 2020-01-107812).

On March 28, 2022, the Company’s Board of Directors approved an update to the dividend
distribution policy, that will apply in connection with future dividend distributions that will be

executed in connection with the Company’s financial results for 2022 and thereafter. According
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to the update, the rate of dividend will not change, but the Company will take steps to distribute
a dividend twice a year:

- Interim dividend at the discretion of the Board of Directors on the approval date of the Financial
Report for the second quarter of each calendar year;

- Supplementary dividend in accordance with the policy on the annual report's approval date

of each calendar year.

Furthermore, the Company will not include in the amount of the dividend any amounts that were
used to execute the share buyback plan.

It is clarified that the foregoing is not intended to derogate from the Board of Directors’ powers
to decide not to distribute a dividend, or to distribute a dividend at rates that vary from the

above, as it deems appropriate at any given time, subject to the provisions of the law.

1.3.24. Dividend distribution and retained earnings

The Company distributed a cash dividend of NIS 337 million for its 2022 profits.

In August 2023, the Company distributed a NIS 120 million interim dividend on account of the
Company’s 2023 income (hereinafter - the “Interim Dividend”).

Subsequent to the report date, on March 26, 2024, concurrently with the approval of the
Company's Financial Statements as of December 31, 2023, which are included in this Periodic
Report, the Company's Board of Directors decided to distribute a dividend in accordance with
the Company’s dividend distribution policy, totaling NIS 265 million. Total amount in dividend
that was distributed and will be distributed in cash in respect of 2023 including the interim
dividend as stated above is NIS 385 million, which represents a dividend per share of approx.
NIS 1.5. It shall be clarified that to the extent that options are exercised by employees between
the dividend declaration date and the record date, the per-share dividend amount shall be
adjusted in accordance with the actual number of outstanding shares on the record date. The
Company shall publish, as required, a supplementary report in respect of said adjustment on the

record date.

It is noted that, according to the Company's Financial Statements as of December 31, 2023,
which are included in this Periodic Report, the Company has positive retained earnings of approx.

NIS 8,234 million, taking into account the NIS 265 million dividend, as stated in this section.

1.3.25. External restrictions on dividend distribution
In the last two years, no external restrictions were placed which affected the Company's ability
to distribute dividends, and the Company is unaware of any external restrictions that may affect
its ability to distribute dividends in the future, except for the general statutory dividend
distribution restrictions applicable by virtue of in the Companies Law, and the restrictions on
dividend distribution under the deeds of trust of Bonds (Series 4 to 6). For further details, see

Note 27 to the Financial Statements.
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However, there are external restrictions under the Commissioner's Directives applicable to
insurance companies, pertaining to the ability of The Phoenix Insurance to distribute dividends.
It should also be noted that in October 2020, The Phoenix Insurance’s Board of Directors has
set a minimum economic solvency ratio target of 135%, taking into account the transitional
provisions. In August 2023, The Phoenix Insurance’s Board of Directors approved a revisions of
the minimum solvency ratio target - without taking into account the Provisions in the Transitional
Period - of 115%. It is noted that part of the sources of the interim dividend and the dividend
distributed in accordance with Section 1.3.24 above originate in the distribution of a dividend by
The Phoenix Insurance to the Company.

In August 2023, The Phoenix Insurance distributed a dividend in the total amount of NIS 350
million, which exceeds the threshold set in The Phoenix Insurance’s dividend distribution policy.
The distribution was carried out after compliance with solvency ratio targets and the distribution
criteria in accordance with the Companies Law. Furthermore, The Phoenix Insurance carried out
a distribution of The Phoenix Financing and Construction as a dividend in kind at a total amount

of approx. NIS 309 million as described in Section 1.3.13 above.

1.3.26. Share buyback
In January 2023, the Company’s Board of Directors approved an additional share buyback plan
of Company shares, totaling up to NIS 100 million, for a period of one year (hereinafter - the
“Plan for 2023"). As part of the Plan for 2023, the Company made buybacks totaling approx.
NIS 38.2 million.
In January 2024, the Company’s Board of Directors approved an additional share buyback plan
of Company shares, totaling up to NIS 100 million, for a period of one year.
It should be noted that similarly to previous plans, in the future some of the shares purchased
as part of the share buyback plan may serve for the purpose of exercising the options awarded
to officers and employees of the Company and subsidiaries. As of the report publication date,
there are 6,451,617.5 treasury shares constituting 2.55% of the Company's issued and paid-up
share capital. For further details, see the Company's immediate reports dated December 31,
2023 and January 31, 2024 (Ref Nos.: 2023-01-118477 and 2024-01-012186, respectively).

1.3.27. Option plans for employees and officers
In December 2018, the Company adopted an option plan for employees and officers.
Pursuant to the option plan, the Company grants, from time to time and without
consideration, option warrants (hereinafter, in this section - “Options”) to employees,

officers, and service providers of the Company and companies under its control.
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In June 2023 and August 2023, the Company'’s Board of Directors approved the award of up
to 3,211,588 options to employees and officers of the Company and its subsidiaries,
exercisable into ordinary shares of the Company NIS 1.00 par value each, subject to
adjustments, without cash consideration. In accordance with the Board of Directors’ decision,
out of the amount of 3,211,588 options allotted to offerees a total of 57,190 options were
allotted to the Company's CEO. The award of options to the Company’s CEO was approved
in an extraordinary general meeting of the Company on August 2, 2023. As part of the said
meeting, the shareholders also approved the allocation of 78,771 (illiquid) options of The
Phoenix Investment House to the Company’s CEO and 63,321 (illiquid) options to the
Chairman of the Company’s Board of Directors! in respect of their service as directors in The
Phoenix Investment House. For further details, see the immediate reports dated June 28,
2023, July 26, 2023 and August 2, 2023 (Ref. Nos.: 2023-01-060307, 2023-01-060334,
2023-01-072205513 and 2023-01-088974, respectively).

In January 2024, the Company’s Board of Directors approved the allocation of 223,322
(illiquid) options of The Phoenix Gama to the Company’s CEO and 156,325 (illiquid) options
to the Chairman of the Company’s Board of Directors in respect of their service as directors
in The Phoenix Gama. The allocation of the options to the Company’s CEO and to the
Chairman of the Board of Directors was approved as part of an extraordinary general meeting
of the Company on March 7, 2024.

For further details, see immediate reports dated February 1, 2024 and March 7, 2024 (Ref.
Nos.: 2024-01-010207 and 2024-01-020488, respectively).

1.3.28. Shareholders’ meetings

Annual general meeting

An annual general meeting of the Company was held in July 2023; the following items were
on the agenda of the meeting: 1) discussing the 2022 Periodic Report; 2) reappointment of
the Company’s independent auditor and authorizing the Company’s Board of Directors to set
its fees; (3) appointment of Stella Amar Cohen as a director in the Company. For further
details, see the Company's immediate reports dated May 31, 2023 and July 4, 2023 (Ref.
Nos.: 2023-01-050407 and 2023-01-062863).

Extraordinary meetings
An extraordinary meeting of the Company was held in January 2023; the following items were
on the agenda of the meeting: 1) Revision of the Company’s compensation policy. 2) Adoption

of amendments to the Company's Articles of Association. For further details, see the Company's

! The award of the options to the Chairman of the Company’s Board of Directors as part of the Meeting was
subject to the approval of an amendment to the Compensation Policy, which was also presented for the
Meeting’s approval.
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immediate reports dated November 30, 2022 and January 8, 2023 (Ref. Nos.: 2022-01-115548
and 2023-01-003559, respectively).

An extraordinary meeting of the Company was held in March 2023, which discussed the
appointment of Ms. Rachel Lavine for another term in office as an external director. For further
details, see the Company's immediate reports dated February 16, 2023 and March 8, 2023 (Ref.
Nos.: 2023-01-015454 and 2023-01-020875, respectively).

In August 2023, an extraordinary meeting of the Company was held, the agenda of which
included the revision of the Company’s Compensation Policy, the award of options to the
Company’s CEO and The Phoenix Investment House's CEO, and the award of options to the
Chairman of the Board of Directors of The Phoenix Investment House. For further details, see
Section 1.3.24 above the Company's immediate reports dated June 28, 2023 and August 2, 2023
(Ref. Nos.: 2023-01-060334 and 2023-01-088974, respectively).

Approval of Compensation Policy for 2024-2026

In January 2024, an extraordinary meeting of the Company was held, the agenda of which
included the approval of a revised Compensation Policy to officers for 2024-2026. For further
details, see the Company's immediate reports dated November 29, 2023 and January 9, 2024
(Ref. Nos.: 2023-01-108148 and 2024-01-003979, respectively).

In March 2024, an extraordinary meeting of the Company was held, the agenda of which
included the award of options to the CEO and Chairman of the Board of Directors of The Phoenix
Gama. For further details, see Section 1.3.26 above the Company's immediate reports dated
February 1, 2024 and March 7, 2024 (Ref. No.: 2024-01-020488, respectively).

1.3.29. Renewal of liability insurance for officers and board members
In October 2023 the Company’s Compensation Committee approved the engagement in a
professional liability insurance policy for officers serving in the Company and in subsidiaries,
including those serving on behalf of the controlling shareholders, for an annual insurance period
starting on November 3, 2023, in accordance with Regulation 1B1 to the Companies Regulations
(Reliefs Regarding Transactions with Interested Parties), 2000. The limit of liability coverage is
USD 150 million per case and in total per annual insurance period, together with reimbursement

of reasonable legal expenses in addition to the said liability limit for claims in Israel.

1.3.30.Global rating for The Phoenix Insurance
Moody's
On May 23, 2023 international rating agency Moody’s announced the assignment of an A2

international credit rating with a stable outlook to The Phoenix Insurance.
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On November 2, 2023, Moody's reiterated The Phoenix Insurance’s existing rating at A2, and
changed the rating outlook from stable to negative following the placement of the State of
Israel’s credit rating under the Rating Watch Negative List due to the Iron Swords War.
S&P

In September 2023, the international credit rating agency S&P Global Ratings (hereinafter -
“"S&P") assigned to The Phoenix Insurance an ‘A-’ international rating with a stable outlook.
1.3.31. Captive insurance - cyber
In July 2023, the Company engaged in a captive insurance for the purpose of hedging the
cyber-attack risk.
1.3.32. Legal proceedings

For details further regarding legal proceedings, see Note 43A to the Financial Statements.

1.3.33. Human capital

For further details regarding the Company's human capital and changes therein, see Section
4.6 to the Description of the Corporation’s Business Report and Note 42 to the Financial

Statements.
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2. Description of the Business Environment

2.1. Implementation of the Provisions of the Economic Solvency Regime

applicable to The Phoenix Insurance Company Ltd.

2.1.1. Provisions regarding the implementation of the Economic Solvency Regime
The Phoenix Insurance is subject to the Solvency II-based Economic Solvency Regime in
accordance with the provisions of Circular 2020-1-15 of the Commissioner of the Capital
Market, Insurance and Savings (hereinafter - the “Commissioner”) - “Amendment to the
Consolidated Circular concerning Implementation of a Solvency II-Based Economic Solvency
Regime for Insurance Companies” (hereinafter - the “Economic Solvency Regime"), which
was published on October 14, 2020. The Economic Solvency Regime is a regulatory directive
that regulates capital requirements and risk management processes among insurance
companies. The Economic Solvency Regime sets a standard model for calculating eligible
shareholders’ equity and the regulatory solvency capital requirement, with the aim of bringing
insurance companies to hold buffers to absorb losses arising from the materialization of
unexpected risks to which they are exposed. The solvency ratio is the ratio between an
insurance company’s economic shareholders’ equity recognized for solvency purposes and

the capital requirement.

2.1.2. Increasing economic capital according to the transitional provisions
The Phoenix Insurance opted for the alternative provided by the Economic Solvency Regime
regarding the transitional provisions, whereby the economic capital may be increased by
gradually deducting from the insurance reserves until 2032 (hereinafter - the “Deduction
during the Transitional Period”). The Deduction During the Transitional Period as of
June 30, 2023, amounts to NIS 2,754 million after its linear amortization as of this date
(compared with NIS 3,385 million as of December 31, 2022). This amount matches the
expected increase rate in The Phoenix Insurance’s capital surplus during the Transitional
Period, and reflects, at the very least, the expected expiry of the solvency capital
requirements (SCR) and the risk margin of the existing portfolio as of the calculation date.
For further details, see Section 2A(2) to The Phoenix Insurance’s Economic Solvency Ratio
Report as of June 30, 2023.

2.1.3. Publication of Economic Solvency Ratio Report
The Economic Solvency Ratio Report as of June 30, 2023 was published at the same time as
the Financial Report as of the third quarter, approved on November 28, 2023 and was
prepared and presented in accordance with the provisions of Chapter 1, Part 4, Section 5 of
the Consolidated Circular, according to Circular 2020-1-17 (hereinafter - the “Disclosure
Provisions”). In accordance with the Consolidated Circular, the economic solvency ratio report
in respect of the December 31 and June 30 data of each year shall be included in the first

periodic report published after the calculation date.
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Furthermore, in view of the listing of Additional Tier 1 capital on the main list, and in
accordance with The Phoenix Insurance’s undertakings under the deed of trust, as from 2023,
the Company publishes an estimated quarterly solvency ratio as of March 31 and September
30 (see Section 2.1.5 below), as part of the periodic report published following the calculation
date. The calculation of the estimated quarterly solvency ratio is not audited or reviewed by
the independent auditor, and the controls conducted by The Phoenix Insurance for the
purpose of publishing the estimated ratio are less in scope compared to those executed for
the purpose of publishing the Solvency Ratio Report, which is published in accordance with
the Commissioner’s directives. If the Company’s solvency ratio goes down to 120% or less,
it will publish a Full Solvency Ratio Report on a quarterly basis in a semi-annual format,

instead of an estimated ratio.

2.1.4. Economic solvency ratio and minimum capital requirement (MCR) as of
June 30, 2022:
Set forth below are details regarding the economic solvency ratio as published in the latest
economic Solvency Ratio Report published by The Phoenix Insurance. The meaning of the
terms in this section is the same as in Appendix B to Chapter 2 in Part 2 of Section 5 of the

Consolidated Circular - "Economic Solvency Regime".
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Economic solvency ratio:

As of June 30, As of December 31,
2023 2022
Unaudited *) Audited**)
NIS thousand
Shareholders equity in respect of SCR 14,395,951 14,711,664
Solvency capital requirement (SCR) 7,175,004 6,968,263
Surplus 7,220,947 7,773,401
Economic solvency ratio (in %) 201% 211%
Effect of material equity transactions
taken in the period between the
calculation date and the publication
date of the solvency ratio report:
Raising (redemption) of equity
instruments*** 300,000 (410)
Shareholders equity in respect of SCR 14,695,951 14,711,254
Surplus 7,520,947 7,742,991
Economic solvency ratio (in %) 205% 211%

* In this Report, the term “unaudited” refers to a review conducted in accordance with the
International Standard on Assurance Engagements (ISAE) 3000, Assurance Engagements
Other than Audits or Reviews of Historical Financial Information.

**  Any reference made in this report to the term “audited”, shall be construed as an audit held
by an independent auditor in accordance with International Standard on Assurance
Engagements No. 3400 - The Examination of Prospective Financial Information.

*** On October 25, 2023, the Board of Directors of The Phoenix Capital Raising (2009) Ltd.

approved a private placement of Series PHONIX B12 Bonds, which are part of Additional Tier
1 capital for a total consideration of approx. NIS 300 million.
Subsequent to the balance sheet date (December 31, 2022), approx. NIS 411 million in
Bonds (Series F) were redeemed (immediate report dated January 15, 2023, Ref. No.: 2023-
01-006268). The redemption referred to above does not have a material effect on the
solvency ratio as of December 31, 2022 in view of the surplus Tier 2 capital that the Company
holds in excess of the quantitative limit.

The Company believes, as of the publication date of the report, that no material deterioration
of the Company's solvency ratio is expected compared to the ratio published in this report.

This Solvency Ratio Report was prepared based on the conditions and the best
estimate as they were known to the Company on the publication date of the report
as of June 30, 2023. Therefore, this report was not revised to reflect the effects of
the Iron Swords War, if there are any such effects. For more information regarding

the effects of the Iron Swords War, see Section 1.3.2 above.

As of the report publication date, since June 30, 2023 there has been a material increase in the

index-linked risk-free interest, and equity markets suffered declines. For information about the
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effects of share indexes and the index-linked risk-free interest, see Chapter 8 - sensitivity tests
- in the Solvency Ratio Report in respect of December 31, 2022.

For details regarding the economic solvency ratio without applying the Provisions for the
Transitional Period, and without adjusting the stock scenario, and regarding the target economic
solvency ratio and restrictions applicable to the Company in connection with dividend
distribution, see below.

For explanations about key changes in the capital surplus and in the economic solvency ratio as
of June 30, 2023 compared with December 31, 2022, see Section 1(a) to The Phoenix
Insurance's Economic Solvency Ratio Report as of June 30, 2023.

Below is a link to the Economic Solvency Ratio Report on The Phoenix Insurance's website.

https://www.fnx.co.il/investors-relations-hebrew/kosherpiraon/

Minimum capital requirement (MCR)

As of June 30, 2023 As of December 31, 2022

Unaudited Audited
NIS thousand
Minimum capital
requirement (MCR) 1,926,915 1,843,583
Shareholders equity for MCR 11,290,628 11,596,249

A. Limitations on dividend distribution and solvency ratio without the
implementation of the transitional provisions

Dividend

According to the letter published by the Commissioner, in October 2017, (hereinafter - the
“Dividend Distribution Letter") an insurance company shall be entitled to distribute a
dividend only if, following the distribution, the company has a solvency ratio - according to
the Provisions of the Economic Solvency Regime - of at least 100%, calculated without
taking into account the transitional provisions and subject to the solvency ratio target set
by the Company's Board of Directors. The aforesaid ratio shall be calculated without the
relief granted in respect of the original difference attributed to the acquisition of the
provident funds and management companies. In addition, the letter set out provisions for

reporting to the Commissioner.

The Phoenix Insurance's policy is to have a solid capital base to ensure its solvency and

ability to meet its liabilities to policyholders, to preserve The Phoenix Insurance's ability to
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continue its business activity such that it is able to provide returns to its shareholders. The

Phoenix Insurance is subject to capital requirements set by the Commissioner.

The Phoenix Insurance’s Board of Directors has set a minimum economic solvency ratio
target and target range based on Solvency II. The economic solvency ratio target range,
within which The Phoenix Insurance seeks to be during and at the end of the Transitional
Period, taking into account the Deduction during the Transitional Period and its gradual
reduction is 150%-170%.

The minimum economic solvency ratio target, taking into account the transitional
provisions, was set at 135%, and the minimum solvency ratio target without taking into
account the provisions during the Transitional Period is set to reach 135% at the end of the
Transitional Period according to the Company’s capital plan. On August 23, 2023, the Board
of Directors of The Phoenix Insurance increased the minimum economic solvency ratio
target by 4 percentage points without taking into account the provisions during the

Transitional Period - from a rate of 111% to a rate of 115%, beginning on June 30, 2023.

Therefore, as of June 30, 2023, the calculation date, the Company has capital surplus in
relation to the targets that were set, as described in the table set forth below. It is hereby
clarified that the aforesaid does not guarantee that The Phoenix Insurance will meet the
set capital targets at all times.

B. Solvency ratio without applying the Provisions for the Transitional Period, and
without adjusting the shares scenario:

The following are data as published in the latest economic solvency ratio report published
by The Phoenix Insurance, about the economic solvency ratio calculated without taking into
account the transitional provisions and the solvency ratio target set by The Phoenix
Insurance's Board of Directors, as required in the letter referred to above. As of June 30,
2023 and December 31, 2022, this ratio is higher than the target set by the Board of

Directors.
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As of June 30, As of December

2023 31, 2022
Unaudited Audited
NIS thousand
Shareholders equity in respect of SCR 12,410,356 12,301,691
Solvency capital requirement (SCR) 8,293,689 8,254,667
Surplus 4,116,667 4,047,024
Economic solvency ratio (in %) 150% 149%
Effect of material equity transactions
taken in the period between the
calculation date and the publication
date of the solvency ratio report:
Raising of capital instruments* 300,000 -
Shareholders equity in respect of SCR 12,710,356 12,301,691
Surplus 4,416,667 4,047,024
Economic solvency ratio (in %) 153% 149%
Capital surplus after equity
transactions in relation to the Board
of Directors’ target:
Minimum solvency ratio target without 115% 111%
applying the Transitional Provisions
Capital surplus over target 3,172,613 3,139,011

* On October 25, 2023, the Board of Directors of The Phoenix Capital Raising (2009) Ltd. approved a
private placement of Series PHONIX B12 Bonds, which are part of Additional Tier 1 capital for a total
consideration of approx. NIS 300 million.

Subsequent to the balance sheet date as of December 31, 2022, the Company redeemed approx.
NIS 411 million in Bonds (Series F) (immediate report dated January 15, 2023, Ref. No.: 2023-01-
006268); the said redemption does not affect the solvency ratio without applying the Transitional
Provisions for the Transitional Periods, and without adjusting the stock scenario as of December 31,
2022, in view of the unrecognized Tier 2 capital balance due to the quantitative limit on the recognition

of Tier 2 capital.

2.1.5. Assessment of the solvency ratio as of September 30, 2023
In accordance with the undertakings of The Phoenix Capital Raising (2009) Ltd. under the
provisions of the deed of trust for Series PHONIX B12 Bonds which are part of Additional Tier
1 capital, and which it published on April 24, 2023, the Company made an estimate of its
economic solvency ratio as of September 30, 2023 (hereinafter - the “Estimate”); the
Estimate is not audited or reviewed by the independent auditor. The calculation (of the
Estimate) was carried out in accordance with the guidelines of the Solvency II-based
Economic Solvency Regime, and in accordance with the provisions of Circular 2020-1-15 of
the Commissioner of the Capital Market, Insurance and Savings (hereinafter - the

“Commissioner”) - "Amendment to the Consolidated Circular concerning Implementation
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of a Solvency II-Based Economic Solvency Regime for Insurance Companies” (hereinafter -
the “Provisions of the Economic Solvency Regime”), which was published on October
14, 2020. The Company carries out the Estimate and publishes this quarterly disclosure in
addition to the publication of a mandatory solvency ratio reports as required under the
Provisions of the Economic Solvency Regime. It should be noted that the scope of the controls
executed by the Company for the purpose of publishing the Estimate is reduced compared
to those executed for the purpose of publishing the economic solvency ratio report, which is
published in accordance with the Commissioner’s guidance.

In accordance with the Estimate, The Phoenix Insurance’s economic solvency ratio as of
September 30, 2023, is 209% (with the implementation of the transitional Provisions for the
Transitional Period and adjustment of a stock scenario, and after the equity transactions as
outlined in Section 2.1.6 below.

The said Estimate of the solvency ratio as of September 30, 2023, does not include the
changes and effects that took place since September 30, 2023, and through the publication
date of this report, including the effect of the business activity of The Phoenix Insurance,
changes in the mix and amounts of investments and insurance liabilities, exogenous effects,
inter alia changes in the risk-free interest rate curve, and regulatory changes affecting the
business environment.

Since the outbreak of the War, as outlined in Section 1.3.2 above, and through the report
publication date, there were no material changes in the key risk factors, such as: Interest,
share indexes, and actuarial studies, and therefore in the opinion of the Company the
solvency ratio is not expected to be significantly adversely affected through the report
publication date.

The assessment is based, among other things, on forecasts and estimates of future events,
the materialization of which is uncertain and is not under the Company’s control, and which
should be considered as “forward-looking information” as the term is defined in Section 32A
to the Securities Law, 1968.

2.1.6. Equity transactions and significant updates in 2023

1. The Company recalculated the value of the Deduction during the Transitional Period as of
June 30, 2023 (in view of material increases in the interest rate curve, and in accordance
with the Commissioner’s Directives). Following the recalculation, there was a material
decrease in the Deduction Amount, and accordingly, a decrease in the capital surplus and
solvency ratio of the Company. For further details about the recalculation of the Deduction
Amount in respect of the Transitional Period, see Section 2A(2) in the Solvency Ratio Report
dated June 30, 2023.

The Phoenix Holdings Ltd. 2-29



Report of the Board of Directors on the State of the Corporation’s Affairs as of December 31, 2023

‘(rPhoenlx

2. On March 22, 2023, The Phoenix Insurance’s Board of Directors approved a cash dividend

distribution in the amount of NIS 205 million out of 2022’s income. This distribution was

taken into account in the results of the solvency ratio as of December 31, 2022.

3. Subsequent to the calculation date as of December 31, 2022, The Phoenix Insurance

redeemed approx. NIS 411 million in Bonds (Series F); this redemption did not have a

material effect on the solvency ratio as of December 31, 2022, as stated above.

4. On August 23, 2023, The Phoenix Insurance’s Board of Directors approved a cash dividend

distribution in the amount of NIS 350 million. This distribution was taken into account in

the results of the solvency ratio as of June 30, 2023

5. On October 25, 2023, the Board of Directors of The Phoenix Capital Raising (2009) Ltd.
approved a private placement of Bonds (Series PHONIX B12), which are part of Additional

Tier 1 capital for a total consideration of approx. NIS 300 million. This distribution was

taken into account in the results of the solvency ratio estimate as of September 30, 2023.

6. On December 7, 2023, The Phoenix Insurance’s Board of Directors approved the

distribution of a dividend in kind in the amount of approx. NIS 309 million. This distribution

was taken into account

September 30, 2023.

in the results of the solvency ratio estimate as of

7. On December 24, 2023, the Company raised NIS 800 million par value in Subordinated

Notes (Series N and O) recognized as Tier 2 capital. This issuance does not affect the

solvency ratio in view of the limit concerning quantities.

2.1.7. Sensitivity to changes in the interest curves

Changes in the linked risk-free yield curve affect the Company’s economic solvency ratio,

especially in the mid- to long-terms, affect The Phoenix Insurance’s economic solvency ratio.

During 2023, there was a substantial increase in the risk-free linked interest rate curve, has

had a positive effect on The Phoenix Insurance's solvency ratio.

The following table summarizes the positive (negative) risk-free linked interest

(“spot") rates:*

Range/years December 31, 2022 | December 31, 2023 March 19, 2024
Between 0.68% Between 1.25% Between 1.36%

Short term 1-3 and 0.86% and 1.13% and 1.22%
Between 0.88% Between 1.15% Between 1.32%

Mid-term 4-10 and 0.86% and 1.50% and 1.67%
Between 0.88% Between 1.53% Between 1.70%

Mid-long term | 11-15 and 0.97% and 1.63% and 1.78%
Between 1.00% Between 1.64% Between 1.80%

Long term 16-25 and 1.10% and 1.76% and 1.92%

* The risk-free linked interest rate curves were taken from Fair Spread Ltd. To calculate the solvency ratio,

the Company takes into account other components in addition to the risk-free interest rate.
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The Phoenix Insurance estimated the sensitivity of the economic solvency ratio at a 50 bps
decrease in the risk-free interest, after applying the transitional provisions, and including
adjusting the stock scenario; the estimation was carried out based on the data and results
of the calculation of the economic solvency ratio as of December 31, 2022. The estimation
resulted in a decrease of approx. 18% in the economic solvency ratio (after applying the
transitional provisions and adjusting the stock scenario).

It should be noted that the sensitivity is not necessarily linear; i.e., sensitivity at other rates
is not necessarily a simple extrapolation of the sensitivity test presented.

For the results of the sensitivity tests of the economic solvency ratio to various risk factors,
see Section 8 to The Phoenix Insurance’s Economic Solvency Ratio Report as of December
31, 2022.

2.2.  Arrangements in force

See Section 4.1.1 in the Report on the Corporation’s Business.
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3. Developments in the Macroeconomic Environment

Set forth below is a summary description of trends, events and developments in the Group’s

macroeconomic environment, that have or are expected to have an effect on the Group.

Financial markets in Israel

In 2023, the Israeli economy experienced two local events with material effect - the first event started
at the beginning of 2023, upon the declaration of the legal reform that led to protests against the
planned reform and to uncertainty. The second event started on October 7th with the attack of terrorists
on settlements in the south of Israel and the outbreak of the Iron Swords War that caused a shock to
the economy and led to a significant revision of economic forecasts. According to the Bank of Israel
(November 2023), economic growth in Israel is expected to amount to 2.0% in 2023, whereas before
the War it was estimated at approx. 3.0%. The indicators of the level of economic activity indicated a
gradual recovery at the end of 2023, after a sharp decline that occurred upon the outbreak of the War;
however, there is significant variance between the different economic sectors. The broad unemployment
rate (including unpaid leave) jumped to 7.5% compared to a full employment environment prior to the
War. The inflation environment at the beginning of 2023 remained high and “sticky”, which led the Bank
of Israel to continue with interest rate hikes up to a level of 4.75%); however, later in the year, and
specifically in the second half of the year, inflation became more moderate, and this supported the
stopping of interest rate hikes, with the War accelerating this process and serving as a disinflationary
factor during the last quarter of the year. In total for 2023, headline inflation increased by 3.0%, and
reached the price stability target. The legal reform, which led - as stated above - to uncertainty
concurrently with fu