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Comment Regarding the Implementation of the Provisions of the Securities Regulations (Periodic and Immediate

Reports), 1970 (the “Securities Regulations”) in this Report

In accordance with Regulation 8c of the Securities Regulations, the provisions of Regulations 8(b), 8a and 8b of the
Securities Regulations with respect to the periodic report do not apply to information in the periodic report of a
corporation which consolidated or which proportionately consolidated an insurer, or whose associate company is
the insurer, insofar as such information applies to the insurer.

Clal Insurance Company Ltd. is an insurer, as defined in the Control of Financial Services (Insurance) Law, 1981, and
is the primary material company in Clal Insurance Enterprises Holdings Group Ltd. (the “Group”). The Group also
includes Clal Credit Insurance Ltd., a subsidiary of Clal Insurance Company Ltd., which is also an insurer, as well as
managing companies which operate in the pension and provident segment, including Clal Pension and Provident
Funds Ltd. and Atudot Pension Fund for Salaried Employees and Self-Employed Workers Ltd., which also hold an
insurer’s license.

This report, with respect to the aforementioned insurance, pension and provident business operations, was
prepared in accordance with the Control of Insurance Business Regulations (Particulars of Report), 1998, and in
accordance with the provisions specified in the Regulatory Codex of the Capital Market, Insurance and Savings
Authority, Volume 5, Part 4, Chapter 1, regarding the description of the corporation’s business in the periodic
reports of insurance companies, which applied the aforementioned Securities Regulations, with certain
adjustments as required for insurance activities, including the specification of details different from those specified
in the Securities Regulations.

This report was prepared in consideration of the outline and principles which were published by the Israel
Securities Authority on December 12, 2012, in legal position number 105-25, regarding the shortening of reports,
according to the most current version, as updated from time to time.

In cases where this chapter in the periodic report also includes forward looking information, as defined in the
Securities Law, 1968, this means that the information constitutes uncertain information about the future, which is
based on the information that is available to the Group as of the publication date of the report, and includes
estimates or intentions of the Group as of the publication date of the report. Actual results may differ significantly
from projected results or from the results which are implied based on this information. In certain cases, sections
containing forward looking information can be identified by the appearance of words such as “the Company / the
Group intends” “it is expected that”, etc.; however, such information may also be phrased differently. Unless noted
otherwise, according to the Company’s estimate, each of the regulatory directives which were published in the last
year and which is described in this report, in itself, is not expected to have a significant impact on the Company’s
financial results.

This chapter includes a general and summary description of the long term savings products (pension, insurance and
provident), insurance coverages and investment contracts. The full and binding conditions are the conditions
specified in each policy and/or insurance contract and/or regulations, as applicable. The description is provided for
the purpose of this report only, does not constitute advice, and may not be used to interpret the policies and/or
insurance contracts and/or regulations, as applicable.

The periodic report, including all of its constituent parts, should be read as a single unit.
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Part | - The Company’s Activity and Description of the Development of its Business Affairs

Introduction

Description of the Company’s business affairs for the year ended December 31, 2022

This Part A provides a description of the Company’s business as of December 31, 2022, and the development of its
business affairs during 2022 (the “Reporting Period”). The report was prepared in accordance with the Securities
Regulations (Periodic and Immediate Reports), 1970, and in accordance with the provisions set forth in the Regulatory
Codex of the Capital Market, Insurance and Savings Authority, Volume 5, Part 4, Chapter 1, regarding the description
of the corporation’s business in the periodic report of insurance companies. See the remark on this subject in the
introduction to the report (page 4).

For details regarding the holdings of shares of the companies mentioned in this report, the data regarding the holdings
of any company also include all of the holdings in that company through wholly-owned subsidiaries of the holding
company.

The holding rates are presented in numbers rounded to the nearest whole percentage, unless specified otherwise.

The materiality of the information included in the periodic report, including the description of material transactions,
was evaluated from the perspective of the Company, where in some cases, the description was expanded in order to
provide a comprehensive picture of the described subject.

Index

For the sake of convenience, in this periodic report, the following terms will have the significance listed alongside

them:
General
IDB Development - IDB Development Corporation Ltd.
Alrov - Alrov Properties and Lodgings Ltd.
Stock Exchange - The Tel Aviv Stock Exchange Ltd.
Davidoff - Davidoff Pension Arrangements Life Insurance Agency (2006) Ltd.
The Financial Statements - The Company’s financial statements as of December 31, 2022
Commissioner - The Commissioner of the Capital Markets, Insurance and Savings Authority
2023 Economic Arrangements Bill - The Economic Program Bill (Legislative Amendments to Implement the
Economic Policy for Budget Years 2023 and 2024), 2023
The Authority - The Authority of the Capital Markets, Insurance and Savings Authority.

The Corporation or The Company -  Clal Insurance Enterprises Holdings Ltd.
Insurance Law - The Control of Financial Services (Insurance) Law, 1981

Companies Law - The Companies Law, 1999
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Pension Advice Law -

Provident Funds Law -

Long Term Savings -

Clalbit Finance -

Clalbit Systems -

Clal Insurance -

Clal Credit Insurance -

Clal Agency Holdings -

Clal Pension and Provident Funds -

Clal Finance -
Canaf -

Economic Solvency Regime -

Atudot Havatika -

Clal Group or the Group -
NIS -

Investment Regulations -

Securities Regulations -

WPI -

The Control of Financial Services Law (Pension Advice, Marketing and
Clearing System), 2005

The Control of Financial Services (Provident Funds) Law, 2005
Life insurance, pension, provident and study funds

Clalbit Finance Ltd.

Clalbit Systems Ltd.

Clal Insurance Company Ltd.

Clal Credit Insurance Ltd.

Clal Agency Holdings (1998) Ltd.

Clal Pension and Provident Funds Ltd. (formerly Meitavit Atudot Pension
Fund Management Company Ltd. (“Meitavit Atudot”))

Clal Finance Ltd.
Canaf - Clal Financial Management Ltd.

As defined in the Regulatory Codex of the Capital Market, Insurance and
Savings Authority, Volume 5, Part 2, Chapter 2, Section B, and associated
directives issued by the Commissioner regarding the adoption of the
economic solvency regime.

Atudot Pension Fund for Workers & Self-Employed Workers Ltd. (formerly
Shevach)

The Company and companies under its direct and/or indirect control
New Israeli Shekel

The Control of Financial Services Regulations (Provident Funds)
(Investment Rules Applicable to Managing Companies and Insurers), 2012

The Securities Regulations (Periodic and Immediate Reports), 1970

Warburg Pincus Financial Holdings (Israel) Ltd., whose name was changed,
after the reporting year, to Seamax Holdings Ltd.
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1.2.2. Terms
Designated Bonds - CPl-linked government bonds issued by the state to insurance
companies (of the “HETZ” type) and to pension funds (of the “Meiron”
and “Arad” type), at interest and for a predetermined period.
Managers Insurance - A commercial name for a life insurance plan for salaried employees,
which is approved as a provident fund of the insurance type.
Individual Insurance - Insurance prepared for individual policyholders - private individuals with

whom the insurance company engages on an individual basis.

Investment-Linked Insurance /  An insurance plan according to which the insurance benefits to which
Investment-Linked Contracts -  the beneficiary is entitled depend on the returns generated by certain
investments of the insurer.

Collective Insurance - Insurance which is prepared by a certain policyholder for a group of
people with shared characteristics, such as employees of an employer,
members of provident funds, or members of a corporation.

Institutional Entity - Insurer and managing company.

Insurance Premiums / The amount paid by the policyholder to the insurer with respect to the

Premiums - insurance contract, in consideration of the insurer’s undertaking to pay,
upon the occurrence of the insurance event, insurance benefits to the
beneficiary.

Contributions - The amount deposited by a member in a pension fund and/or provident
fund.

Fees - The total sum of all amounts which are added to net premiums to cover

the insurer’s expenses.
Managing Company - Managing company of pension funds and/or provident funds.

Underwriting - The process of evaluating the risk and reaching a decision regarding
whether to insure the risk, and if so in which conditions / at what cost,
in accordance with the Company’s guidelines and past experience.

Financial Margin - The financial margin in guaranteed-return policies is based on income
from actual investments for the reporting year, less a multiple of the
guaranteed rate of return per year per policyholder, times the average
reserve for the year in the various insurance funds. The financial margin
in investment-linked contracts is the total amount of fixed and variable
management fees. The financial margin includes gains (losses) from
investments carried to comprehensive income, and does not include the
Company’s additional income charged as a percentage of the premium
or of the deposit (such as management fees from deposits), and is
calculated before deduction of investment management expenses.

Net Premiums - Insurance premiums minus fees.
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Accrual - The total sum of amounts accrued in a pension fund and/or provident
fund and/or insurance fund and/or individual insurance policy which are
credited to their members / policyholders.

Retention - The part of the insurance which the direct insurer keeps, and which is
not covered by reinsurance.

Insurance Benefits - Amounts which are required for payment in accordance with an
insurance contract, upon the occurrence of an insurance event.

Solvency Ratio - The ratio between recognized capital (the total capital of an insurance
company, less deductions and amortization in accordance with the
economic solvency regime) and the solvency capital requirement (the
required capital of an insurance company in order to maintain solvency,
calculated according to the provisions of the economic solvency
regime).
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The Company’s activity and description of the development of its business affairs

Diagram of holdings

Presented below is a diagram illustrating the structure of the Company’s primary holdings, as of the publication

date of the report:*?
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The Company’s year of incorporation and form of incorporation, the Company’s controlling shareholders and

changes in control

The Company was incorporated and registered in Israel on November 12, 1987. On February 28, 1988, the Company

published its first prospectus, and its shares were listed for trading on the stock exchange.

As

of the reporting date, the Company is a company without a control core. For additional details and for details

regarding the changes in the control of the Company, see Notes 1(a)-(c) to the financial statements.

o)
@
@)

Part D of the report - Additional Details Regarding the Corporation, section 6, includes details regarding all of the material
companies which are held by the Company and its subsidiaries. Inactive companies were not specified.

In May 2022, the merger of Davidoff with and into Tmura was completed.

The balance of shares is held by Atradius Participation Holdings S.L., a third party which is not related to the Company.

The balance of shares is held by Bituach Haklai Central Cooperative Society Ltd., a third party which is not related to the
Company.

During the period after the reporting year, on March 27, 2023, the transaction involving the acquisition of 100% of WPI’s
shares by the Company was closed. WPI holds 100% of the shares of Max IT Finance Ltd., which holds all (100%) of the
shares of Max Insurance Agency (2020) Ltd. For additional details, see Note 42(j) to the financial statements.

1-11
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Description of the Company’s business affairs and the general development of the Company’s business affairs

The Company is a holding company which is primarily engaged in the insurance, pension, provident and finance
segments, and in the holding of similar assets and businesses (such as the holding of insurance agencies), and as of
the reporting year, the Group is one of the largest insurance and finance groups in Israel. During the reporting year,
the Group’s activities were focused primarily on three operating segments (see diagram in section 2.1 above): long
term savings, non-life insurance and health insurance.

Insurance activity

The Group’s activities in the insurance segment are generally performed in Israel. The insurance activities are
performed by Clal Insurance, excluding credit insurance business operations, which are performed through Clal Credit
Insurance.

Clal Insurance began operating in Israel in 1962, as a government insurance company under the name “Yovel Israel
Insurance Company Ltd.” (hereinafter: “Yovel”).

In 1978, Yovel was acquired by Clal (Israel) Ltd., and its name was changed to Clal Insurance Company Ltd. Over the
years, Clal Insurance acquired and merged various insurance companies, including Ararat Insurance Company Ltd.,
Elite Insurance Company Ltd., Eitan Insurance Company Ltd., and Aryeh Israeli Insurance Company Ltd., and also
acquired insurance portfolios in Israel. In 1992, Clal Insurance acquired a part of the insurance portfolio of the
insurance company “HaSneh”, as well as the insurance portfolio of the insurance company “Zur Shamir”.
Subsequently, insurance companies which had been acquired by Clal Insurance were merged into it, including Ararat,
Elite, Eitan and Aryeh. The aforementioned acquisitions and mergers contributed to Clal Insurance becoming one of
the largest insurance groups in Israel.

In 1998, Clal Insurance acquired the Israeli Clal Insurance Company Ltd., whose name was changed to Clal Credit
Insurance Ltd. For additional details regarding the shareholders agreement in Clal Credit Insurance, see section
10.17.3 below.

Beginning in 2006, the Group’s health insurance and long-term care insurance activity was concentrated in Clal Health
Insurance Company Ltd. (“Clal Health”). In March 2013, the merger of Clal Health with and into Clal Insurance was
completed, in a manner whereby all of the assets and liabilities of Clal Health were transferred to Clal Insurance, and
Clal Health was dissolved without liquidation.

Pension and provident funds

In the long term savings segment, in the pension and provident branches, the Group operates through Clal Pension
and Provident Funds, and holds a managing company of an old pension fund which manages an old actuarially
balanced pension fund, through Atudot Havatika, which is held by Clal Insurance and Bituach Haklai Central
Cooperative Society Ltd., in equal parts.

The development of Clal Pension and Provident Funds is described below:

In 2004, Clal Insurance acquired Meitavit Pension Fund Management Company Ltd. (hereinafter: “Meitavit”), a
company specializing in the management of new pension funds, and in 2006, merged it with Atudot Pension Fund
(1996) Ltd., and changed its name to Meitavit Atudot.

In 2007, provident funds of Israel Discount Bank Ltd. and provident funds of Bank Hapoalim Ltd., which were partly
held jointly with KGM Central Provident Fund of the Histadrut Employees Ltd., were acquired by the Group.



2.4.

2.5.

2.5.1.

2.5.1.1.

2.5.1.2.

Clal Insurance Enterprises Holdings Ltd. Part A - Description of the Corporation’s Business

In 2010, the activity of Clal Provident Funds Ltd. was merged into Meitavit Atudot, whose name was changed,
following the merger, to Clal Pension and Provident Funds. Clal Pension and Provident Funds became, following the
merger, a managing company of provident funds for annuities and provident funds for savings, as well as capital based
provident funds, with respect to amounts which were deposited in them until 2008, study funds, central funds for
severance pay, provident fund for investment, and central provident fund for participation in budgetary pension.

With respect to Atudot Havatika - in 2007, the management of Atudot Havatika was transferred from S.B.H. Pension
Fund Management Ltd. (50% of which was acquired by Clal Insurance in 2005) to Atudot Havatika. Atudot Havatika is
currently held by Clal Insurance and Bituach Haklai Central Cooperative Society Ltd., in equal parts. Atudot Havatika
received, during the reporting year, investment management services from Canaf.

Material changes in the Company’s macro-economic environment during the reporting year

For details regarding material changes in the Company’s macro-economic environment during the reporting year, see
Part B of the Report - Board of Directors’ Report, section 3.

Material changes in the Company’s business affairs during the reporting year, until the publication date of the
report

Presented below is a description of the material changes which occurred in the Company’s business affairs during the
reporting year and until the publication date of the report, by operating segments:

General

The Company’s conduct as a company without a control core; Appointment of directors in the Group; and aspects of
corporate governance

For details regarding the Company’s conduct as a company without a control core, regarding the control outline and
the status of the permit for control of Clal Insurance, regarding the appointment of directors in the Company and in
Clal Insurance, and regarding parties which hold a holding permit with respect to the Company, and Alrov’s submission
of a request for a control permit, which, in accordance with Alrov’s reports, was dismissed at this stage by the
Commissioner, see section 11.3 below, and Note 1 to the financial statements.

Rating

On January 26, 2023, S&P Global Ratings Maalot Ltd. published a rating of ilAA-, stable outlook, for the Company and
for the bonds it will issue, at a scope of up to NIS 350 million.

On February 9, 2023, S&P Global Ratings Maalot Ltd. updated the rating for the bonds such that the rating of ilAA-
will apply to bonds which the Company will issue at a scope of up to NIS 400 million.

For additional details, see Notes 25 and 42(d) to the financial statements.

For details regarding the rating of Clal Insurance and Clalbit Finance, see Note 25(e) to the financial
statements.

For details regarding the bond issuance, see section 2.5.1.6(e) below.
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Interest rate environment and its effects

For details regarding changes in the insurance reserves due to the increase of the interest rate curve, and its effect
on discount rates in life insurance and in the long-term care branch, see Note 38(e)(el)(d) to the financial statements.
For details regarding best practices in the calculation of reserves for non-life insurance, see Note 38(e)(e2)(4) to the
financial statements.

Capital requirements in accordance with the implementation of an economic solvency regime

In accordance with the Commissioner’s directives, during the reporting year, the insurance companies in the Group
calculated the economic solvency ratio as of December 31, 2021 and as of June 30, 2022, and are expected to calculate the
economic solvency ratio as of December 31, 2022, and to publish it together with the publication of the Company’s financial
statements for the first quarter of 2023.For details regarding the results of the calculations which were published during
the reporting year, see Part B of the Report - Board of Directors’ Report, section 2.3.3.

For details regarding the capital management policy and the minimum solvency ratio target which were determined by the
Board of Directors of Clal Insurance in June 2021, see section 2.3.3 in Part B of the Report - Board of Directors’ Report, and
Note 16(e) to the Company’s financial statements.

Update to the set of demographic assumptions in life insurance and update to the mortality improvement model for
insurance companies and for pension funds

In June 2022, a circular was published regarding an “amendment to the provisions of the consolidated circular regarding
the measurement of liabilities” - update to the set of demographic assumptions in life insurance, and update to the
mortality improvement model for insurance companies and pension funds”, which includes an update to the default
assumptions which will be used by the institutional entities to calculate their liabilities and factors for annuity recipients in
pension savings products, and also includes recommendations regarding the prediction of the rates of future improvements
in mortality. Due to the aforementioned update to actuarial assumptions, an update and increase is required in life
insurance reserves in the amount of NIS 627 million. For details regarding the consequences of the foregoing circular, see
Note 38(e)(el)(d)(2) to the financial statements. For details regarding the Company’s sensitivity to changes in mortality
tables, see Part B of the Report - Board of Directors’ Report, section 2.2.

Equity transactions and issuances
During the reporting year, the Group executed several significant equity transactions which were intended to strengthen
the capital of the Company and of Clal Insurance, and to allow flexibility in leveraging additional business opportunities in

the following areas of insurance and finance:

(A)  Publication of shelf prospectuses

e OnlJuly 24,2022, the Company published a shelf prospectus which allows it, inter alia, to issue ordinary Company
shares, preferred shares, bonds, bonds convertible into ordinary shares, warrants exercisable into ordinary
shares, and warrants exercisable into bonds or into bonds exercisable into ordinary shares, and marketable
securities. On July 24, 2022, Clalbit Finance published a shelf prospectus which allows it, inter alia, to issue bonds,
warrants exercisable into bonds, and marketable securities.

(B)  Issuance of Company shares

On January 16, 2022, the Company issued 6,410,700 shares with a par value of NIS 1 each, as part of a public
offering in accordance with the Company’s shelf offering report dated January 13, 2022, which was published by
virtue of the shelf prospectus dated August 29, 2019. The gross issuance proceeds amounted to a total of
approximately NIS 506 million. For details regarding the designation of the issuance proceeds, see Note 42(j) to
the financial statements. For details regarding a derivative claim which was filed and struck out following a motion
to withdraw, see Note 41(b1) to the financial statements. The issuance proceeds will also be used to finance the
Max transaction - for details, see section 2.5.1.8 below.
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(C)  Issuance of bonds in Clalbit Finance

On September 22, 2022, Clalbit Finance raised a total of NIS 598,770,000 par value of bonds (Series L), for a total
(gross) consideration of approximately NIS 495,183,000, by way of a series extension in accordance with a shelf
offering report of Clalbit Finance dated September 22, 2022, which was published by virtue of a shelf prospectus
dated July 25, 2022. The issuance proceeds were deposited in Clal Insurance and are recognized as Tier 2 capital of
Clal Insurance, subject to the quantitative regulatory restrictions.

(D)  Early redemption of bonds in Clalbit Finance

In December 2022, Clalbit Finance redeemed the bonds (Series H), through full early redemption, in accordance with
their terms.

(E)  Issuance of bonds in the Company

On February 13, 2023 the Company issued, as part of the preparation for closing the Max transaction (as
specified in section 2.5.1.8 below), and in order to create a liquidity cushion and financial flexibility for the
Company, two bond series, as part of a public issuance in accordance with the Company’s shelf offering report
dated February 9, 2023, which was published by virtue of the shelf prospectus dated July 25, 2022. which was
published on July 24, 2022, as specified below:

. NIS 249,100,000 par value of the Company’s bonds (Series A). The bonds bear annual interest at a rate of
4.7%.

. NIS 150,000,000 par value of the Company’s bonds (Series B). The bonds bear annual interest at a rate of
2.8%, and are convertible into Company shares such that each NIS 85 par value of the bonds (Series B)
will be convertible into one ordinary share of the Company, as specified in the trust deed of the bonds
(Series B).

The gross issuance proceeds with respect to the two series amounted to a total of approximately NIS 400
million. For additional details, see Part B of the Report - Board of Directors’ Report, section 4.4, and Note
25(d) to the financial statements. For details regarding the designation of the issuance proceeds, see Note
42(j) to the financial statements.

On March 27, 2023, the Company issued 4,970,310 with a par value of NIS 1 each, in a private allocation, as part of
the consideration in the Max transaction.

Impact of the coronavirus crisis on the Company’s activity

During the reporting year, the impact of the coronavirus pandemic, on global markets in general, and on the
Company’s fields of activity in particular, decreased to a very low level. During the reporting year, the coronavirus
pandemic did not significantly affect the Company’s activities or results. However, since some of the insurance branch
in which the Company is engaged are characteristically “long tail”, the full effects may have not yet materialized in
full, and could materialize over time.

As part of the realization of Clal Group’s business strategy regarding the diversification of the Group’s profit
sources, inter alia, through the acquisition of financial operations which are synergistic with the Group’s
operations, the Group took the following actions during the reporting year:

e On August 12, 2022, the Company engaged with WP XII Financial Investment B.V. (the “Main Seller”) in an
agreement in which the Company will acquire the entire issued and paid-up capital of WPI (the “Acquisition
Agreement” and the “Max Transaction”).

WPI is a holding company which was incorporated in Israel, and which holds Max IT Finance Ltd. and
additional companies which are controlled by the investment fund Warburg Pincus, through the main seller
(approximately 70%). The remaining shares of WPI are held by Menorah Mivtachim Group (around 9%),
members of Clal Insurance Group (around 9%), Allied Holdings Ltd. (around 5%), and several individual
shareholders who also include consultants and employees of Max IT Finance Ltd. (hereinafter, respectively:
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“Max” and the “Additional Sellers”). Max is engaged in the issuance, clearing and operation of payment
cards, and in the provision of payment solutions and financial products, including credit to private and
business customers.

In addition to its stake in Max, WPI holds the entire issued and paid-up capital of Milo Brom Holdings Ltd.,
which is engaged in the field of contactless payment technologies (mostly portable terminals, e-commerce
clearing, and digital invoices).

On March 27, 2023, following the fulfillment of all of the suspensory conditions for closing the transaction,
in accordance with the acquisition agreement, the Company acquired WPI’s entire issued and paid-up
capital.

For additional details regarding the Max transaction, see Note 42(j) to the financial statements.

Reforms and regulatory restrictions

The Group’s member companies are engaged in a highly regulated market, and deal with the consequences of
significant regulatory reforms, in the various segments of insurance and savings. In recent years, and also during the
reporting year, reforms have been promoted which are mostly intended to directly or indirectly reduce premiums
and management fees, to unify products, or to encourage competition, with increased transparency to customers.
Noteworthy reforms include, inter alia, the establishment of a default pension fund by the Commissioner as a means
of reducing the management fees and allowing new players to enter the market, reducing the management fee rate
for annuity recipients, updating the mechanism for setting investment expenses in pension funds and provident
funds, and updating the management fee mechanism in accordance with the types of investment tracks, intervention
in the terms and/or tariffs of products, including loss of working capacity insurance, life insurance risk, health
insurance, personal accidents and compulsory motor. Changes to the claim settlement method, and directives
regarding its implementation, particularly in long-term care and loss of working capacity products, and detailed
regulation of the process of addition to insurance. A regulatory arrangement is also in place which creates changes to
the engagement structure and in the reciprocal relationships between institutional entities, agents, employers and
customers, which has effects on operational and competitive levels, and in a manner which affects the ability of
institutional entities to link their income to their expenses. The application of some of the reforms continued or began
during the reporting period, while others are expected to be applied in the future and/or are in various stages of
regulatory process or discussion. At this stage, it is not possible to estimate the full impact of the steps which are
being implemented in the insurance, pension and provident market in Israel. The entire set of applied and proposed
changes, the intervention in tariffs and in management fees, the sale processes, the operational burden due to the
pace, scope and complexity of the regulatory changes, and the need to implement adjustments to the automation
systems and work processes, have implications on the business model in the branch, and currently affect and will
continue to affect the insurance market in Israel in the coming years, and the profitability thereof, including, inter
alia, the value of new business (VNB) which will be sold, the embedded value with respect to the Company’s business
operations, and the solvency ratio in accordance with the economic solvency regime which applies to the Group’s
institutional entities.

The information presented on all matters associated with the regulatory changes constitutes forward looking
information, which is based on assumptions and estimates made by the Group as of the publication date of the
report. These changes, and the actual implications thereof, may differ from the forecast, including, inter alia, in
light of the uncertainty involving their occurrence, and involving all of their implications, which are dependent,
inter alia, on the conduct of distributing entities, distributing entities and policyholders, and on the reciprocal
relationship between the various reforms.
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Long term savings segment

Reforms in the segment

In recent years, the Authority has promoted reforms and regulatory changes in the long-term savings segment, and
during the reporting year, it completed a process of reducing management fees for annuity recipients in pensions and
life insurance. Additionally, during the reporting year the Authority promoted a comprehensive reform in the pension
savings segment which is based, inter alia, on the recommendations of the Commissioner’s advisory committee
regarding the evaluation of direct expenses, from November 2021, which is intended to increase competition in the
branch, while improving and increasing the sophistication of the field of investment management, and improving
transparency to savers, and the ability to compare between products. For details regarding the aforementioned
reforms and changes, see sections 6.2 and 6.1.2.3 below. As part of the above, the Company continued the
implementation of significant reforms during the reporting year, including, inter alia, with respect to the clearing
house activity and the operational interface between employers and institutional entities on all matters associated
with deposits to provident funds (in accordance with the provisions of the circular the provisions of the circular
regarding the payment deposit method to provident funds) (see section 6.2.1(b) below); The Company’s activity in
the long-term savings segment was also affected by reforms that have been implemented in recent years, including
the continued operation of chosen pension funds (see section 6.2.1(a) below), changes to the compensation structure
of agents following the legislative amendments involving the payment of commissions without linkage to the
management fees which are collected from customers (see section 10.8.1.1 below), and non-approval of risk tariffs
in managers insurance (see section 6.1.2.1 below).

Reduction of management fee rate for annuity recipients

In February 2022, regulations entered into effect which mostly include a proposal to set the maximum management
fees for annuity recipients at 0.3% of total assets held against liabilities for the annuity recipient (instead of the current
maximum limit of 0.5% or 0.6%, depending on the product type). In the regulations, it was determined that the
aforementioned maximum limit be applied to anyone who begins receiving an annuity from a pension fund, beginning
from the date when the amendment enters into effect, also to insurance policies which will be marketed from that
date onwards. The regulations, as phrased, also apply the above maximum limit to recipients of survivor annuities
with respect to old age pension recipients on the aforementioned date.

For additional details, see section 6.1.2.3 below.
Direct expenses in the execution of transactions

In October 2022, the Control of Financial Services Regulations (Direct Expenses Due to Execution of Transactions),
were published, which included, inter alia, cancellation of the quantitative restriction on the collection of direct
expenses, and instead established a closed list of direct expenses which can be collected. It was further determined,
with respect to external management fees, that the restriction will be determined for a specific year in advance, by
the institutional entity itself. For additional details, see sections 6.1.2.3 and 10.5.5.1(a) below.

Investment tracks

In September 2022 and December 2022, two circulars were published regarding investment tracks in provident funds,
in which updates were made to the specialized investment tracks which an institutional entity is entitled to manage,
while adopting the provisions regarding direct expenses with respect to the execution of such transactions. For
details, see sections 6.1.3 and 10.5.5.1(b) below.

Non-life insurance segment
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Subrogation rights of the National Insurance Institute

In November 2021 a legislative amendment was approved, as part of the Economic Arrangements Law,
regarding the mechanism of account settlement between the National Insurance Institute and the
insurance companies, regarding the National Insurance Institute’s subrogation right towards the insurance
companies in claims submitted by virtue of compulsory motor policies. In accordance with the
aforementioned amendment, from January 2023 onwards, all of the insurers are required to submit to the
National Insurance Institute, with respect to road accidents, the following percentages of the compulsory
insurance premiums which will be collected in each year: with respect to road accidents during the years
2023-2024 - 10%; and with respect to road accidents beginning in 2025 and thereafter - 10.95%. It was
further determined in the aforementioned amendment that a previous legislative amendment from March
2018, within the framework of the Economic Arrangements Law for 2019, which established a global
payment obligation for subrogation claims with respect to the years 2014 to 2018, will be canceled. Due to
the above, the settling of accounts with respect to specific subrogation claims in which accounts are settled
separately for each claim, will remain in effect with respect to claims which occurred until December 2022.
For additional details, see section 7.1.1.1(d) below.

Health insurance segment

Reforms in the segment

During the reporting year, the Commissioner published a reform in the health insurance segment which includes a
new structure for the health insurance market, which will include five layers of insurance coverage, whereby the first
layer includes a standard basic health policy in all of the insurance companies, and detailed provisions regarding the
insurance sale process (including a provision regarding the prohibition against selling individual health insurance
policies to insurance applicants who have individual health insurance policies of the reimbursement type, which
provide them with similar insurance coverage, without canceling the existing policy, and a directive stipulating that
discounts at a fixed rate will be given for a minimum period of ten years). For additional details, see section 8.1.2.1
below.

The prohibition against offering policyholders to purchase insurance for surgeries and alternative treatments to
surgery in Israel as part of the first layer may affect the product’s sales volume.

After the reporting year, the 2023 Economic Arrangements Bill was published, in which it is proposed to establish
provisions according to which, inter alia, in case the member is insured under the Additional Health Services of a
health fund, in parallel with its holding of a surgery policy of the “First Shekel” type in an insurance company, coverage
for private surgery in Israel will be claimed in the Additional Health Services, and the surgery in question is covered
by the insurance company, the insurance company will reimburse the health fund through which the surgery was
performed with respect to the surgery’s costs, in accordance with the terms and arrangements in the aforementioned
provisions. For additional details, see section 8.1.2.1 below.

Changes in the personal accidents branch

During the reporting period, Clal Insurance continued implementing its policy of not marketing personal accidents
insurance policies to new customers. To the best of the Company’s knowledge, as of the reporting date most of the
insurance companies are not marketing personal accidents insurance according to the new framework. For additional
details, see sections 7.1.1.4(d) and 8.1.2.1(c) below.
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Discontinuation of marketing long-term care insurance to new customers

During the reporting period, Clal Insurance continued implementing its policy of not marketing long-term care
insurance to new customers, including individual long-term care policies and collective long-term care policies. For
additional details, see section 8.1.2.2(a) below.

Additional regulatory changes in the Company’s operating segments

For details regarding additional material regulatory changes which affected the Company’s business affairs during the
reporting year, see the operating segments and section 10.2 below.

Significant events which occurred after the reporting year

For details regarding significant events which occurred after the reporting year in connection with the status of
markets in Israel and around the world, and the effects thereof, see Part B of the Report - Board of Directors’ Report,
section 3.

Operating segments

The Group has three main operating segments, as specified below:

Long term savings segment (see section 6 below)

This segment includes the Group’s activities in the life insurance branch, the pension funds branch and the provident
funds branch.

The issue of pension security in Israel is comprised of three main layers: Compulsory layer managed by the state -
National Insurance; Compulsory layer managed by the institutional entities - Beginning in 2008, within the
framework of the compulsory pension for salaried employees with respect to compensation and severance pay, which
are deposited with institutional entities (and beginning in 2017, also compulsory pension for the self-employed (see
section 6.1.4 below)); And the optional layer - pension savings beyond the compulsory later, which is managed by
institutional entities, as well as individual savings channels.

The products in the segment primarily provide savings products for the retirement period (the “Savings”).
Additionally, most of the products in the segment combine, or can combine, insurance coverages for various risks,
including insurance coverage for cases of death, disability, loss of working capacity and critical iliness (the “Risk”).
(See section 6.1 below.)

The activities in the life insurance branch were performed during the reporting year through Clal Insurance. The
activities in the pension and provident branches were performed during the reporting year through the holdings of
Clal Insurance in the following companies:

Clal Pension and Provident Funds - A wholly (100%) owned subsidiary of Clal Insurance, which operates, inter alia, as
a managing company of annuity-paying provident funds [new pension funds and provident funds for savings] and
capital based provident funds of various types: personal provident funds for compensation and severance pay, study
funds, central severance pay funds, provident funds for investment and central provident funds for participation in
budgetary pension.

Atudot Havatika - A subsidiary of Clal Insurance, which is owned 50%, which manages an old balanced pension fund
(Atudot pension fund).
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Non-life insurance segment (see section 7 below).

This segment includes the Group’s operations in the non-life insurance branches.

Non-life insurance is divided into the property insurance branches, the liabilities insurance branches, and other
branches, which include insurance policies of various types.

Property insurance - Including coverage with respect to loss or physical damage which was caused to the
policyholder’s property, as a result of the materialization of the risks specified in the policy, within the framework of
the “specific risks” specified in the policy, or within the framework of “all risks” (coverage against any sudden
accidental and unexpected loss or damage, excluding damage or loss which has been expressly excluded).

Liability insurance - Including coverage with respect to the policyholder’s legal financial liability towards a third party
which is not the policyholder, up to the liability limit specified in the policy.

The Company’s activities in this segment include the compulsory motor insurance segment, the motor property
insurance branch, liabilities insurance branches and other property and others insurance branches.

The activities in the credit and foreign trade risks insurance branch were performed during the reporting year through
Clal Credit Insurance, a subsidiary controlled 80% by Clal Insurance.

Health insurance segment (see section 8 below).

This segment includes the Group’s activities in health insurance, in the illness and hospitalization branch (which
includes, inter alia, illness and hospitalization, and international travel insurance), in the long-term care and personal
accidents branch, with respect to insurance policies which were sold in the past. This segment includes insurance
plans designed for individual policyholders, and insurance plans designed for collectives. The activity in this segment
also includes personal accidents insurance (up to one year) which are marketed to collectives.

Most of the Group’s activities in this segment are concentrated in the Health Division of Clal Insurance.

Investments in the Company’s capital and shares

Investments in the Company’s capital which were performed during the last two years, until the publication date
of the report

On January 16, 2022, the Company issued 6,410,700 shares with a par value of NIS 1 each, as part of a public offering
in accordance with the Company’s shelf offering report dated January 16, 2022, which was published by virtue of the
shelf prospectus dated August 29, 2019, which was extended until August 28, 2022, as stated above. The gross
issuance proceeds amounted to a total of approximately NIS 506 million.

On February 13, 2023, the Company issued NIS 150,000,000 par value of the Company’s bonds (Series B). The bonds
are convertible into Company shares such that each NIS 85 par value of the bonds (Series B) will be convertible into
one ordinary share of the Company, as specified in the trust deed of the bonds (Series B). For additional details, see
section 2.5.1.6(e) above.

As part of the consideration in the Max transaction, the Company allocated to offerees, on the transaction closing
date, 4,970,310 ordinary Company shares with a par value of NIS 1 each (the “Allocated Shares”). The allocated shares
constituted, immediately after their allocation, approximately 6.29% of the Company’s issued and paid-up capital,
and approximately 6.05% of the Company’s issued and paid-up capital, fully diluted. For additional details, see Note
42(j) to the financial statements.
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Except for the aforementioned issuances, during the last two years, until the publication date of the report, no
investments were made in the Company’s capital, excluding exercise of options.

Details of material over the counter transactions which were performed by interested parties in the Company with

respect to the Company’s shares in the last two years?

In 2022 an issuance of 6,410,700 Company shares with a par value of NIS 1 each was performed. In the publicissuance
Company shares were purchased, inter alia, by its interested parties.

In 2023, an issuance of NIS 150,000,000 par value of the Company’s bonds (Series B), which are convertible into
Company shares, was performed. As part of the public offering, Bonds (Series B) of the Company were acquired, inter
alia, by its stakeholders.

During the last two years, interested parties in the Company executed transactions with the Company’s shares, on
the stock exchange and off the stock exchange, in coordinated transactions, which the Company reported on a routine
basis®. Alrov, an interested party in the Company, executed transactions for the acquisition of Company shares, as
stated above, and as part of a public offering, such that it currently holds 15% of the Company’s shares. For details
regarding AlroV’s letters in connection with the share issuance, and a derivative claim which was filed and struck out
in a motion to withdraw, see Note 41(b1) to the financial statements. For details regarding the permit for control of
the Company and of the institutional entities under its control, which was given to Dona Engineering & Construction
Co. Ltd., see Note 1 to the financial statements.

Dividend distribution

In the last two years, until the publication date of the Company’s report, the Company did not distribute any
dividends.

Dividend distributions in the Company are significantly affected the ability of investees to distribute dividends,
including in light of the capital requirements which apply to them.

For details regarding restrictions on dividend distributions by virtue of the regulatory capital requirements which
apply to member companies in the Group, and by virtue of the Commissioner’s directives and the Company’s
fulfillment thereof, see Note 16 to the financial statements.

As of the reporting date, the balance of distributable earnings, as defined in section 302 of the Companies Law,
amounted to a total of approximately NIS 4.7 billion. It is hereby clarified that the aforementioned balance does not
constitute an indication of the Company’s ability to distribute earnings in the future

For additional details regarding the Company’s capital requirements, and the management thereof, and regarding
the capital target which was determined by Clal Insurance, see Note 16 to the Company’s financial statements.

3 For details regarding sales and acquisitions on the stock exchange and off the stock exchange in coordinated transactions
involving the Company’s shares by interested parties, see the Company’s current reports on the matter.
4 See footnote 2 above.
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Part Il - Description and Information Regarding the Company’s Operating Segments

Long term savings segment

Products and services

Description of the operating segments and insurance coverages

The products in the segment mostly constitute savings products for salaried employees and the self-employed, private
savings products, coverage in case of death, coverage in case of disability, coverage in case of loss of income due to
loss of working capacity.

Life insurance products

Life insurance products constitute contractual commitments between the insurer and the policyholder, and include
insurance plans which allow the accrual of savings, for different time periods, and insurance plans and/or
combinations in insurance plans which allow insurance coverages for death, loss of working capacity, disability and
long life (old age annuity).

Holders of policies which include a savings component who have reached the end of the insurance period are entitled
to insurance benefits (generally, the amounts which have accrued in the savings component of the policy), in
accordance with the policy terms. The policyholder may choose to receive these amounts, subject to the provisions
of the legislative arrangement, in a one-time amount (“Capital Payment”), in lifetime payout installments (“Annuity”),
or as a combination of the two. In some annuity products, the policyholder benefits from an annuity factor which is
protected against extended life expectancy, and which is determined on the acquisition date of the policy, or on the
commencement date of the payment of the annuity to the policyholder, or which can be acquired once the
policyholder reaches at least age 60.

Pension funds

Pension funds constitute a mutual insurance fund, and operate in accordance with regulations which may change
from time to time. A pension fund member is entitled to receive, beginning on the retirement date, lifetime annuity
payments, which are based on annuity factors which do not guarantee life expectancy, and the annuity may change
from time to time, in accordance with the actuarial balance of the fund.

There are two types of pension funds: (a) comprehensive pension funds, which allow pension savings for old age
annuity purposes, as well as death and disability insurance coverages. The comprehensive pension funds partially
benefit from guaranteed returns (for details regarding the exchange of designated bonds with the returns
supplementation mechanism, see section 10.5.5.1(c) below), and deposits can be made to them up to the maximum
limit set forth in law (see details in section 6.1.1.1 below); and (b) general (supplementary) pension funds, which do
not benefit from guaranteed returns, and which are not subject to a maximum deposit limit. The general pension
funds allow pension savings for the purpose of the old age annuity, and also allow the purchase of death and disability
insurance coverage.

Provident funds

Provident funds provide savings solutions for the long term (such as provident funds for compensation and
severance pay, and provident funds for savings), medium term (study funds) and savings for individual
funds with independent status (provident funds for investment). These funds are generally without
insurance coverage.
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Funds which have accrued in provident funds for compensation and severance pay and in provident funds
or savings are withdrawable as a one-time amount or as an annuity (through the transfer thereof to a
pension product, which allows them to be withdrawn as an annuity), according to the period during which
they were deposited. Monies which have accrued in favor of a member in study funds are withdrawn in a
one-time payment. Funds which have accrued in provident funds for investment may be withdrawn either
as a one-time payment, or as an annuity with tax benefits.

The provident fund branch also includes central provident funds (mostly central funds for severance pay), in which
the member is the employer, where the deposited funds are intended to ensure the rights of its eligible employees.
Beginning in 2011, it is no longer possible to deposit funds in central provident funds for severance pay; however,
funds may be transferred between central funds for severance pay.

The total management fees which are collected by Clal Pension and Provident Funds from the central funds for
severance pay are of a scope which is immaterial for the Company.

Presented below are the main distinctions between the current main products:®

Life insurance New comprehensive pension Provident funds

funds

Engagement A contractual undertaking | The member is a member of a fund, which are operated and
type between the insurer and | managed by the managing companies, in accordance with
the  policyholder.  The | the provisions of their regulations. The regulations may
undertaking cannot be | change from time to time, and in general, the member’s
changed other than in | rights and obligations are determined according to the
accordance with the | regulations which are in effect as of the eligibility date.

provisions the policy.

Insurance The insurance coverage can | The insurance coverage is | The basic version does not
coverage® be adjusted to the | included in the provisions of | include insurance coverage;
customer’s needs. the regulations, and can be | however, the acquisition of

adjusted as part of the options | insurance coverage from
set forth therein, and | theinsureris possible.”
additionally, supplementary
insurance coverage can be
acquired from the insurer.

5 In provident funds and pension funds, a complete separation is applied between the assets of the managing company and its
liabilities, and the assets of members which have accrued in the provident funds and pension funds, and the assets of
members which are not included in the financial statements of the managing company.

6 Under the Control of Financial Services Regulations (Provident Funds) (insurance coverages in provident funds), 2012, it is
currently possible to acquire from an insurer, within the framework of and out of the pension deposits, insurance coverage
to cover risks of death, risks of disability, and insurance coverage for release from the payment of premiums in case of
disability, to members of pension funds, provident funds and insurance.

7 As of the reporting date, Clal Pension and Provident Funds and, to the best of the Group's knowledge, most entities in the
market, do not market the aforementioned insurance coverages to active members of provident funds which are managed
by them.
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Life insurance New comprehensive pension Provident funds
funds
Annuity In all annuity-based policies | The annuity factor is not | No underlying factor
factor? which include a guaranteed | protected against changes in

annuity factor, the annuity | life expectancy, and may
factor is protected against | change until the retirement
changes in life expectancy. | date.

Beginning in 2013, it is no | After retirement, the annuity
longer possible sell policies | factor does not change;
with annuity factors which | however, the annuity may
include a life expectancy | change from time to time, in

guarantee (hereinafter: | accordance with the actuarial
“Guaranteed Annuity | balance of the principal.
Factors”), except to
policyholders aged 60 or
older.
Mutual None A mutual insurance fund. The | None
insurance members’ rights are affected,
inter alia, by demographic
data of all members in the
fund, such as health condition
and life expectancy. The
actuarial assumptions are
evaluated from time to time
and affect the rights of all
members and annuity
recipients in the pension fund,
which may change
accordingly.
Guaranteed A guaranteed return | A guaranteed return | None®
return mechanism exists which | mechanism exists with
mechanism involves the issuance of | respect to 30% of the total

HETZ bonds in guaranteed | assets in the fund, which is
return policies that were | comprised of designated
sold until the end of 1990 | bonds and a  returns
only. For details, see section | supplementation mechanism.
6.1.1.2 below. See details in  section
10.5.5.1(c) below.

8 The annuity factor is used to determine the annuity amount by converting the savings amount into a monthly annuity. The
savings amount is divided by a conversion factor which represents the life expectancy (hereinafter: the "Annuity Factor”). In
the pension funds and in collective life insurance policies which do not include a life expectancy guaranteed annuity factor,
the annuity factor is determined proximate to the date when the annuity begins to be received, and in annuity-based policies
only it is insured from that date onwards.

9 Excluding a limited number of guaranteed return provident funds backed by Accountant General deposits.
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Life insurance

New comprehensive pension
funds

Provident funds

Management
fees'®

Rate of accrual and of
details
scope of

management

deposits't,  for
regarding the
collected
fees, see Note 30 to the
financial statements.

Rate of accrual and of deposits'?

below.

, see details in section 6.1.2.2

Beneficiaries®?

Beneficiaries who are
defined by the policyholder,

in his discretion.

As specified in the regulations
- mostly survivors.

Beneficiaries who are
defined by the member, in

his discretion.

Regulatory No restriction. For details | Up to 20.5% of twice the | No restriction.
restriction on | regarding the Ilimit on | average salary in the

the deposit | contributions to managers | economy.

amount®* insurance, see section

6.1.2.1 below.

For a description of the products in the segment, see section 6.1.2 below.
Pension savings products differ from one another also in the way in which savings funds are invested

Some of the savings funds are invested in the free market, while others are backed by government bonds and/or by
an alternative returns supplementation mechanism, in accordance with legislation, as specified below:

e Life insurance

In policies which were sold until the end of 1990, returns for policyholders in life insurance policies with a savings
component were determined as a guaranteed rate or represented in a guaranteed insurance amount (“Guaranteed
Return Policies”). The guaranteed returns changed according to the policy type and the policy issuance date. The
commitment to guaranteed returns is mostly backed by designated bonds. The balance of assets is invested in
accordance with the Investment Regulations (the “Free Assets”).

As of December 31, 2022, the holding of the designated bonds constitutes approximately 74% of total assets held
against liabilities with respect to guaranteed return policies. Over the years, the Group has redeemed some of the
designated bonds, with the aim of achieving surplus returns, and it cannot repurchase designated bonds with respect
to the part of the reserves which it redeemed. As a result, the Group’s exposure in free investments has increased. In
accordance with the mechanism for settling of accounts which was determined vis-a-vis the Ministry of Finance, the

10 The above includes the possible regulatory management fees in currently sold products, and does not include management
fees and expenses of various kinds which are collected in all or some of the products, for example, with respect to variable
management fees, investment management expenses, policy factor or collection factor, etc.

11 |n traditional guaranteed-return policies, there are no management fees, and the Company’s revenues come from the
financial margin. In traditional policies and in policies of the "Preferred" (Meitav) type, there are no management fees as a
rate of the deposits.

12 Study funds do not include management fees as a rate of deposits.

13 Subject to the provisions of the law, survivors’ rights are possible with respect to the severance pay component in the policy.

14 Does not include reference to restrictions according to the terms of the products. Additionally, all of the pension products
include a tax benefit up to the maximum limit set forth in the Income Tax Ordinance.
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holding of designated bonds will be decreased over the period of the guaranteed return policies up to a rate of 50%
of total assets held against liabilities with respect to guaranteed return policies, and with respect to the remainder,
Clal Insurance is exposed with respect to its undertaking to guarantee returns for policyholders. Clal Insurance, buyer
purchased designated bonds with respect to new deposits, according to the possible rates, in accordance with the
type of policy, and the date of its issuance.

Policies which were issued since the early 1990’s primarily include investment-linked policies in which the savings
funds are invested by the insurance companies in free investments, primarily in the capital market, wherein returns
less expenses are applied in favor of the policyholder, in accordance with the results of the investment portfolio, and
less management fees, as specified below.

For details regarding the balance of insurance reserves with respect to insurance plans of the profit sharing and
guaranteed return types, see Note 20 to the financial statements.

e Pension funds

At present, the old and new comprehensive pension funds enjoy guaranteed returns up to a maximum rate of 30%
of total assets, where some of the assets of the fund which are backed by designated bonds, which bear real interest
at an annual rate of 4.86%, and some are backed by the returns supplementation mechanism (as specified below).
However, the rate of guaranteed members for members in the new pension funds who, prior to January 1, 2004,
were already eligible for a pension, will amount to 70% of total assets.

Additionally, the State of Israel provides “compensation” to the old balanced pension funds, with respect to the
reduction of the issuance of designated bonds, which was performed over the years, by guaranteeing the difference
between the interest on the old bonds of the “Meiron” type (5.57%) and (A) (4%) with respect to the assets which are
invested in the free market; (B) 4.86%, with respect to the part of the assets invested in new designated bonds of the
“Arad” type, and through a returns supplementation mechanism.

The Ministry of Finance also designates a security cushion for the old funds, in order to protect the members and
retirees of those funds against volatility in returns. Atudot Havatika is currently in discussions with the Authority
regarding the manner of implementation of the safety cushion outline which was adopted by Atudot Havatika. For
details regarding the audit report which was received by Atudot Havatika in connection with members’ rights,
including in connection with the safety cushion, see Note 41(d)(2) to the financial statements.

In October 2022 a new mechanism entered into effect which is intended to guarantee the stability of pension savings,
through supplementing the returns to an annual rate of 5.15%, plus an index (the “Returns Supplementation
Mechanism”), instead of guaranteeing returns through designated bonds. For details regarding the returns
supplementation mechanism and the implementation thereof, see section 10.5.5.1(c) below.

Accordingly, in July 2022, amendments were published to the consolidated circular, and to circulars regarding
provisions for the management of new funds, and regarding rules for increasing the rate of crediting returns to
annuity recipients in new pension funds, in order to adjust them for the implementation of the returns
supplementation mechanism. The aforementioned amendments included, inter alia, provisions which were intended
to adjust the interest rate which is used for discounting and for returns in the calculation of liabilities to annuity
recipients in new comprehensive funds, to the target return with respect to the mechanism’s assets, such that, with
respect to members who retire before January 1, 2023, the discount rate will be an effective annual interest rate of

15 With respect to profit sharing policies, the annuity is linked to the investment index, after deducting management fees and
nominal interest.
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4.26% (unchanged), or another rate to be determined by the Commissioner from time to time; and with respect to
members who retire beginning on January 1, 2023, the discount rate will be an effective annual interest rate of 4.38%,
in light of the change in the nominal interest rate which serves as the basis for the retirement conversion factor for
those members, and the cost of the insurance coverages from that date onwards.

The mechanism described above benefits members to a certain degree, due to the growth of the guaranteed returns,
while on the other hand, it changes the standard practice regarding the method for guaranteeing returns, from the
contractual mechanism to the mechanism prescribed in a legislative arrangement, such that Clal Pension and
Provident Funds is unable to estimate its continuity over years. For details regarding other consequences, see section
10.5.5.1(c) below.

For details regarding the method for investment of free assets, see section 10.5 below.

Crediting of returns in new comprehensive pension funds

In accordance with the Control of Financial Services Regulations (Provident Funds) (Crediting of Returns in New
Comprehensive Pension Funds), 2016 (hereinafter: the “Crediting of Returns Regulations”), the method for crediting
returns to members and retirees in new comprehensive pension funds (the “Designated Bond Returns”), is performed
in a manner whereby designated bond returns are credited to annuity recipients according to the ratio between 60%
of the total assets of annuity recipients and the total principal assets which were invested in designated bonds;
whereas, for members who are not annuity recipients, the crediting of designated bond returns is done according to
the balance of returns in the fund due to the investment in designated bonds, after the returns have been credited
to the annuity recipients.

Further to the implementation of the returns supplementation mechanism, as stated above, in May 2022 an
amendment to the Crediting of Returns Regulations was published, in which it was determined that the crediting of
returns in guaranteed return channels will be done in a way that matches the crediting of returns with respect to the
fund assets which are in designated bonds, except for the rate of return (5.15% in the guaranteed return investment
channel, as compared with 4.86% on designated bonds).®

The Commissioner is entitled to increase the rate of crediting guaranteed returns, whether by virtue of designated
bonds or by virtue of a guaranteed return investment track, to annuity recipients in a certain fund, if he has found
that the rate of crediting guaranteed returns to members who are not annuity recipients, exceeds half a percent
relative to another fund, and that the aforementioned difference may disrupt the actuarial balance in the fund.

The Crediting of Returns Regulations, the allocation of designated bonds and the returns supplementation mechanism
by age groups, created variability in the method for guaranteeing returns between members which belong to the
same age group in the various pension funds. These regulations, in combination with provisions pertaining to annuity
updates, inter alia, in accordance with deviations between the returns which will be achieved, in practice, on the free
investments, and the rates of return which were prescribed in law, and which reflect the rate of return represented
upon the initial calculation of the annuity, such that the deficit with respect to members who leave will not be imposed
on all of the funds’” members (and therefore allows active members to join the fund shortly before they reach
retirement age), all created an advantage for the pension funds over other pension products, particularly beginning

16 Beginning in early 2025, for members aged 50 or older (who are not annuity recipients), the crediting of designated bond
returns and the returns supplementation mechanism will be implemented according to the ratio of between 30% of the total
accrued balances in the fund to members of this group, and the total fund assets in the guaranteed return channel; whereas,
for members who are not annuity recipients, the crediting of designated bond returns and the returns supplementation
mechanism is done according to the balance of returns in the fund due to the investment in a guaranteed return channel,
after the returns have been credited to the annuity recipients and to members over age 50.
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from the stage near retirement age, and even created a preference for joining or transferring to certain pension funds,
in accordance with the mix of ages of the fund’s members.

This trend could lessen due to the fact that the acceptance of members at retirement age could create a negative
preference for new members to join funds in which the rate of assets associated with annuity recipients is high,
relative to other pension funds, as specified above. During the years preceding the reporting year, there was a certain
increase in transfer requests of members and policyholders towards their retirement date. During the reporting year,
there was an additional increase in transfers of policyholder members in the Group near retirement age, and an
increase in amounts transferred by members and policyholders, as stated above (see section 6.4.5 below).

e Provident funds

Since the mid-1980’s, designated bonds!” have not been issued for the provident funds, and the assets are invested
in accordance with the restrictions specified in the Investment Regulations.

Details regarding the primary details included in the operating segment

Presented below is a description of the products and services which were managed by the Company during the
reporting year.

Life insurance branch
(A) General

The Group markets insurance to the self-employed and employees, as well as individual insurance and collective
insurance, as specified below.

o Individual policies and policies for salaried employees and the self-employed

The policies generally combine savings and insurance coverage such as risk and loss of working capacity. Some of the
insurance policies are intended for salaried employees and the self-employed, are approved as provident funds,
receive tax benefits and constitute a part of the social security net for salaried employees and the self-employed,
whereas individual policies, which include savings, are not approved as a provident fund, but receive tax benefits with
respect to insurance coverage in case of death and/or loss of working capacity, which is purchased within the
framework of the policies, and in certain conditions also with respect to the component of the returns which were
accrued with respect to the savings.

17 Excluding a limited number of guaranteed return provident funds.
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e Collective insurance

The collective insurance agreement is intended to provide insurance coverage in case of death, with optional
additional coverage for accident, illness and disability risks, as well as insurance coverage in case of loss of working
capacity. The insurance policies do not include any savings component, for groups including over 50 policyholders
which share ties, and is marketed primarily to groups of employees, and are subject to the provisions of specific
regulations on the matter.

The insurance amount in collective life insurance is generally equal for all of the Group members, or is determined
according to age, salary or another objective criterion, or a combination of the above. The insurance amount in
collective loss of working capacity insurance was determined, inter alia, based on various indicators, including
occupation, salary, age and gender.

In accordance with the legislative arrangement and/or in accordance with the terms of the collective policy, a
policyholder regarding whom the collective policy has expired, is entitled, under certain predetermined conditions,
to acquire a personal policy with no need for a medical underwriting process, according to the premiums which
applied at the time of the transition to all policyholders at an insurer, with a similar individual policy.

In April 2022, regulations regarding collective loss of working capacity insurance policies were published, in which
additional provisions were determined which pertain, inter alia, to the receipt of the policyholder’s advance consent
as a condition for adding them to a collective loss of working capacity policy, for raising the premium, and for changing
the scope of insurance coverage; the insurer’s obligations to submit notice when making changes to the policy terms,
and when concluding the insurance coverage thereunder; and the required scope of insurance coverage in individual
loss of working capacity insurance policies which are offered upon the conclusion of the collective policy (hereinafter:
“Continuing Policy”), and limiting the amount of premiums which can be collected with respect thereto as a
proportion of the premium which was paid in the collective policy.

The provisions apply to collective loss of working capacity insurance policies which are signed beginning from July
2022, and to the renewal of collective policies from that date onwards, even if they were signed before then.

In light of the provisions of the regulations regarding the conditions in which the Company is required to offer a
continuing policy to holders of collective loss of working capacity policies, as of the publication date of the report the
Company is not marketing new collective loss of working capacity policies, and currently existing policies of this kind
are policies which were marketed in the past, and are renewed from time to time.

(B) Details regarding the main insurance plans in the life insurance segment

The Group’s life insurance portfolio includes several different insurance plans, in accordance with the types of
products which were sold over the years. Presented below are details regarding the main products:

e Traditional insurance

o  Policy of the traditional combined type - A policy which includes two components, savings and risk (death).
The premium is derived from the insurance amount, the policyholder’s age, the insurance period, etc., and
cannot be separated and attributed to the policy components. The insurance amount is paid as a one-time
amount at the end of the insurance period (generally at age 65), or in case of death before the end of the
insurance period, excluding amounts which are paid at the end of the insurance period, which were
deposited after January 2008, which are paid as annuities.

o  Policies of the traditional “pension” type - are policies in which most premiums (which are derived from the
insurance amount, the policyholder’s age, the insurance period, and more) is intended for the payment of a
stipend, to be paid in accordance with the policy terms and subject to the provisions of the legislative
arrangement. The pension amount to be paid, and the premium amounts, were determined on the policy
issuance date.

o  Traditional savings policies are policies in which the entire premium which has accrued in respect thereof is
paid as a single payment, excluding amounts which are paid at the end of the insurance period, which were
deposited after January 2008, for policies which are subject to the Provident Fund Regulations (policies for
salaried employees and the self-employed), which are paid as annuities. The redemption value is determined
on the policy issuance date, and is derived from the premiums. In case of death before the end of the
insurance period, the amount which has accumulated until that date is paid.
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In policies of the traditional type, it is not possible to increase the amount of deposits in the policy, including with
respect to salary increase beyond the rate of the CPI’s increase, and in these cases, an additional policy could be
prepared with respect to the increase in the deposit amount, or in the salary, as applicable.

Policies of the traditional type was the only product sold until 1982 as individual insurance, compensation for the
self-employed and managers. Policies of the mixed, pension and traditional types - savings continued being
marketed as managers insurance until June 2001, and as individual insurance and as compensation for the self-
employed until the end of 2003, in addition to other products which were sold in parallel.

Insurance of the preferred type (Meitav, Meitavit)

The main characteristics of this product include:

o  The policyis divided into two components - after deducting expenses in a fixed amount, a certain percentage
of the premiums is accrued as savings, and the balance of premiums is designated for the acquisition of
insurance coverage in case of death, and as operating and marketing expenses (the “Risk Component”). Until
the end of the 1990’s, the original premium rate which was designated to savings in these policies was mostly
72%. From the beginning of 2000’s, the rate designated to savings was originally, for the most part, 80% and
higher. Over the years, changes have been made to the mix of components, as stated in some of the policies.

o  With respect to deposits which were made until 2000, the policyholder can choose, proximate to the annuity
receipt date, whether to receive the accrued savings as a capital payment or as a pension, according to the
annuity factor which was determined in the policy on the policy acquisition date. With respect to deposits
which were made beginning in 2000, the policyholder was required to choose, on the acquisition date,
between a deposit to: (A) A capital policy or a capital rider attached to the fixed-payment policy - in which it
is possible to designate the accrued savings to a capital track, with no option for conversion to a pension
payment; and (B) An annuity-paying policy (or an annuity-paying rider attached to a capital policy), under
which the accrued savings can be converted into an annuity payment based on an annuity factor with
guaranteed life expectancy, which was determined on the purchase date of the policy and/or rider,
whichever is later, subject to the policy terms;

o Inpolicies marketed until 2000, policyholders who reached retirement age have the option to choose among
several possible annuity receipt tracks. In all of the tracks, annuities are paid based on guaranteed annuity
factors.

Beginning in 2001, the policyholder is entitled to payment of an annuity based on a guaranteed life
expectancy annuity factor, throughout his entire lifetime, and in one track only, which includes guaranteed
payment of a minimum of 240 monthly annuity payments, to the beneficiary and/or beneficiaries; In
additional tracks, the annuity factor is determined on the annuity receipt date, in accordance with the policy
terms.

Policies of the preferred type was marketed in the life insurance branch from 1983 until the end of 2003. The
policies were marketed as individual insurance, as compensation insurance for the self-employed and as managers
insurance.

Insurance of the profile type

o Since 1999, the Group has marketed a line of products under the trade name “profile”, including various
types, which differed from the products that were marketed before that time, inter alia: (a) by separating
between the components of savings, risk and expenses / management fees; (b) by allowing the possibility to
adjust the insurance coverages in accordance with the policyholder’s choice; (c) by allowing the possibility to
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manage the savings through several investment tracks with daily (instead of monthly) returns; (d) in the rate
of management fees, which do not change depending on returns; (e) by allowing the option to designate the
accrued savings to a capital track and/or to an annuity paying track in the same policy.

Since 2008, it has been possible to designate the contributions in policies subject to the Provident Fund
Regulations to an annuity paying track only. In parallel, regarding funds which were contributed to a capital
channel until 2008, conversion to annuity was made possible in accordance with the annuity factors which
were known on the date of the request. The policyholder is currently entitled to request conversion of an
annuity-paying capital amount beginning from age 60 only.

Since 2004, Clal Insurance has marketed several additional types of profile policies. These policies are
differentiated from one another, inter alia, in the structure and rate of management fees, and in the annuity
factors.

o During the reporting year, life insurance policies with annuity factors were marketed to persons aged 60 or
older in an immaterial scope.

For details regarding new products, see section 6.1.3 below.

Under the aforementioned profile policies, the default track involves the payment of an annuity with a
guaranteed life expectancy annuity factor, throughout his entire lifetime, and in case of his death before
payment to the policyholder of a minimum number of guaranteed monthly annuity payments (240
payments), the balance of the annuities will be paid to the beneficiaries. There are also alternative tracks to
receive an annuity, as chosen by the policyholder. In policies which were marketed until 2013, the annuity
factors in the alternative tracks and in policies which were sold since 2013, the annuity factors in all of the
tracks are determined on the retirement date, except with respect to policyholders who purchased the policy
after age 60, and who chose an insurance plan with annuity factors which include a life expectancy guarantee.

o Over the years, profile policies of the managers, self-employed and individual types were marketed, some
with insurance coverages and others without insurance coverages, some with annuity factors which include
a life expectancy guarantee, and others without annuity factors which include a life expectancy guarantee.

Traditional policies and preferred policies which included a savings component and which were sold until the end
of 1990, are guaranteed return policies, where some of the Company’s liabilities to holders of such policies are
backed by designated bonds. Policies which include a savings component, which were sold from 1991, are
generally investment-linked policies.

For details regarding the management fees which are collected in the main life insurance policies, see Note 20 to
the financial statements.

For details regarding a restriction on the sale of life insurance products in case of death, as part of the risk tariffs
approval (as this term is defined below), see section 6.1.2.1 below.

For details regarding restrictions on contributions to managers insurance under the 2023 Economic Arrangements
Bill, see section 6.1.2.1 below.
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Products including “risk” insurance coverage

The risk products (insurance in case of death and/or disability and/or loss of working capacity and/or critical

iliness) are sold, or were sold in the past, as independent policies and/or as riders / additions to “traditional”,

“preferred”, or “profile” policies.

The main risk coverages include:

Pure risk insurance - individual - Life insurance in case of death, without a savings component. The plan
guarantees to beneficiaries a predetermined insurance amount if the policyholder passes away during the
insurance period. The insurance benefits are paid to beneficiaries as one-time compensation, or as a monthly
amount for the period determined in the policy, in accordance with its terms. In case of a risk plan which is
intended to cover the balance of debt on a mortgage loan, the insurance amount is updated according to the
interest rate determined in the policy, and the insurance benefits are paid to the irrevocable beneficiary, while
the remainder, if any, is paid to the beneficiaries. Since the last quarter of 2018, the Company has allowed the
purchase of life insurance in case of death which is intended to cover the debt in the balance of a mortgage
loan to people with life-shortening disabilities (as this term is defined in law, and in accordance with the
process prescribed in law), subject to a qualification period of two and a half years.

Loss of working capacity insurance - An insurance plan which pays monthly compensation, at a rate of which
generally does not exceed 75% of the policyholder’s salary, subject to certain underwriting restrictions in case
of a salary increase. The insurance benefits are paid in monthly payments, commencing from the end of the
waiting period, and for as long as the policyholder is incapable of working, but no later than the end of the
insurance period. In addition to the monthly compensation payments which are paid to the policyholder, the
policyholder is released, in general, from premium payments and they are paid by the insurance company for
as long as the policyholder is incapable of working, but no later than the end of the insurance period
(“Release”).

Supplementary disability pension insurance (pension fund umbrella) - Loss of working capacity insurance for
a pension fund member which is intended to expand the insurance coverage which is given according to the
pension fund regulations, in certain cases where there is no eligibility for payment of a disability annuity
according to the pension fund regulations, such as in case of loss of working capacity, or with respect to the
qualification period specified in the pension fund regulations.

Critical illness insurance - For details regarding the sale of critical illness insurance, see section 8.1.2.1(a)
below.

Accidental death insurance - An insurance plan which guarantees the payment of a one-time amount in case
of death due to an accident. For additional details regarding the discontinuation of marketing of this coverage
due to the personal accidents circular, see section 6.2.2(c) below.

Accidental disability insurance - An insurance plan which guarantees payment of a one-time amount in case
of disability due to an accident. For additional details regarding the discontinuation of marketing of this
coverage due to the personal accidents circular, see section 6.2.2(c) below.

Restriction of the sale of life insurance products in case of death

In February 2019, the Authority approved new tariffs for life insurance products in case of death (risk) of insurance

companies in Israel, including a significant reduction in the approved tariffs of risk products which are sold from

that date onwards, and in parallel, the Authority ordered a change to the mechanism for payment of commissions

to insurance agents in connection with the repayment of commissions in insurance policies which were canceled
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by the policyholders (hereinbefore and hereinafter: the “Risk Tariffs Approval”). The tariffs were originally
approved for a period of two years, and were later extended until December 31, 2023. For details regarding the
proposed mechanism for the repayment of commissions in case of policy cancellation, see section 6.1.4.1 below.

Additionally, as part of the approval of risk tariffs, as stated above, and as of the publication date of the report,
tariffs for the sale of risk coverages in managers’ insurance policies, and compensation for the self-employed, have
not yet been approved for most of the companies in the market. In light of the above, the insurance companies
discontinued marketing the risk coverages in managers’ insurance policies, and compensation for the self-
employed. The absence of approved tariffs for the sale of risk coverages as part of managers’ insurance policies
resulted in a significant decrease in sales of managers insurance, and as a result, also led to a decline in sales of
loss of working capacity coverage which is sold through managers insurance, and resulted in a certain increase in
the sales of other pension products, mostly pension products, including the pension funds which are managed by
Clal Pension and Provident Funds.

Limit on contributions to managers insurance

In light of the 2023 Economic Arrangements Bill, in February 2023 approval was given, in a government decision,
that the Minister of Finance will determine in the regulations that contributions may not be made to new insurance
funds (which are opened after the directive enters into effect) except out of the part of the salary which exceeds
the monthly guaranteed salary limit, as defined in the Income Tax Regulations (Rules for Approval and
Management of Provident Funds), 1964, i.e., up to 20.5% of twice the average market salary (hereinafter: the
“Limit On Contributions To Managers’ Insurance”). It was further determined that holders of existing policies
should be informed of these limits. The foregoing draft regulations were published in March 2023.

Insofar as the regulations regarding the limit on contributions to managers’ insurance become final, this could, in
combination with the provisions which are proposed in the 2023 Economic Arrangements Bill, regarding standard
commissions (for details, see section 10.8.2.2.A.1 below), insofar as they are enacted, and insofar as it is
determined that life and pension insurance products constitute alternatives to one another, such that standard
commissions will be paid for them, increase the trend of decreasing sales of managers insurance, and affect the
transfers from that product to the pension product.

The information presented on all matters associated with the limit on contributions to managers’ insurance
constitutes forward looking information, which is based on assumptions and estimates made by the Group as of
the publication date of the report. The actual changes, and the effects thereof, may differ from the forecast, due
to the final wording of the regulations which will be enacted on the matter, and the approved wording of the
provisions regarding standard commissions; the conduct of the competing institutional entities and distributing
entities; and the preferences of customers.

Pension funds and provident funds branches

Pension funds and provident funds are managed by managing companies, in accordance with the provisions of the
regulations. The regulations are dynamic and may change from time to time, with the Commissioner’s approval.
Notice regarding significant changes is sent to the members. In general, members’ rights are determined according
to the fund regulations which are in effect as of the date of eligibility. Beginning in 2018, the regulations of managing
companies in the various products are standard in terms of their structure, due to the version unification process
which the Authority initiated.

During the reporting year, no mergers of provident funds or of investment tracks in provident funds were performed.
As of the reporting date, the provident funds and investment tracks which are managed by Clal Pension and Provident
Funds include the following:
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Fund name

Investment tracks

Fund type

dependent
investment

Age- 50 or less

Track for persons aged

50 to 60

Track for persons aged

model
60 or older

Track for persons aged

Bonds maximum 25% stocks

Clal Tamar

CPI-linked bonds

Personal provident fund for compensation and
severance pay and provident fund for savings

NIS

Stocks

Short term NIS

Bonds

Halacha

Bonds maximum 15% stocks

S&P 500 tracker

Combined marketable!®

Flexible index tracker®®

Bar Gemulim
fund

Bar A - guaranteed return

Guaranteed return provident fund

Bar C

Personal provident fund for compensation and
severance pay

Clal Study
Fund

General

Short term NIS

CPI-linked bonds

Stocks

Study fund

Bonds

Halacha

Bonds maximum 15% stocks

S&P 500 tracker

Clal Provident
for the Future

General

Bonds

Government bonds

Provident fund for investment??

Stocks

Bonds maximum 15% stocks

Short term NIS

18
19
20

Beginning on January 1, 2023.
See footnote 16 above.

Monies held in a provident fund for investment may be withdrawn as a one-time amount at any time, without tax benefits in
the deposit, while paying capital gains tax only. Amounts which will be deposited in a provident fund for investment and
withdrawn as an annuity during the retirement period (according to the rules for recognized annuities) will be exempt from
capital gains tax and from income tax. The total payments which a member is entitled to deposit in all of their accounts in a
provident fund for investment will not exceed NIS 70,000 per year, linked to the known index as of July 1, 2016.
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Fund name

Investment tracks

Fund type

Halacha

S&P 500 tracker

General fund for severance pay

Hadas

Clal - employer severance pay

Clal Barzel - central fund for severance pay

Clal Provident central track-based fund

Central severance pay fund

Clal budgetary

pension

Central fund for participation in budgetary

For details regarding the reform regarding investment tracks in pension products, see section 6.1.3 below.

Presented below are details regarding managed assets, contributions, net accrual, ratio of management fees from

assets and ratio of management fees from deposits of the pension funds and provident fund which were marketed

by the Group’s member companies in 2022:

Managed assets | Contributions | Net accrualin | Average rate of | Average rate of
as of December in 2022 2022 management management
31, 2022 (NIS in (NIS in fees from fees from
(NIS in thousands) thousands) assets in 2022 | deposits in 2022
thousands)
Pension Fund
A
et 12,166,861 185,717 (203,482) 0.28% 3.63%
Havatika
New Clal Pension 96,299,703 7,882,436 9,517,110 0.17% 1.63%
pension Clal
Supplementar
A ppiementary 3,367,703 537,991 665,655 0.32% 0.71%
Pension
Provident funds for
compensation and
s e 29,236,143 643,501 2,267,697 0.47% 0.08%
provident funds for savings
Provident fund for
investment 2,412,625 792,656 840,126 0.64%
Study fund 21,124,504 2,714,194 6,710,008 0.53%
Other* 1,914,957 1,023 (45,465) 0.68%
Total 166,522,496 12,757,518 19,751,649

* Net accrual - deposits plus incoming transfers less redemptions and outgoing transfers.
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Includes central provident funds for severance pay, central provident funds for participation in budgetary pension and provident

funds for sick pay.
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Presented below are details regarding managed assets, contributions, net accrual, ratio of management fees from

assets and ratio of management fees from deposits of the pension funds and provident fund which were marketed

by the Group’s member companies in 2021:

Managed
assets as of Contributions | Net accrual in | Average rate of | Average rate of
December 31, in 2021 2021 management management
2021 (NISin (NISin fees from fees from
(NIS in thousands) thousands) assets in 2021 | deposits in 2021
thousands)
Pension Fund
A
tudot 13,572,504 199,018 (171,042) 0.28% 3.63%
Havatika
New Clal Pension 90,242,032 6,582,648 6,338,335 0.19% 1.72%
pension Clal
Supplementar
LG pRIEMENntary | 993,351 350,945 337,534 0.36% 0.43%
Pension
Provident funds for
compensation and
severance pay and 28,876,694 1,062,940 2,189,762 0.45% 0.07%
provident funds for savings
Provident fund for
investment 1,790,883 818,513 1,048,624 0.64%
Study fund 15,897,288 1,721,685 3,955,003 0.55%
Other? 2,140,752 452 (155,611) 0.68%
Total 155,513,504 10,736,201 13,542,605

* Net accrual - deposits plus incoming transfers less redemptions and outgoing transfers.
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See footnote 20 above.
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Presented below are details regarding managed assets, contributions, net accrual, ratio of management fees from

assets and ratio of management fees from deposits of the pension funds and provident fund which were marketed

by the Group’s member companies in 2020:

Managed assets as

Contributions

Net accrual

Average rate

Average rate of

. . of management
of December 31, in 2020 in 2020
. . management fees from
2020 (NIS in (NIS in fees f p itsi
ees from eposits in
(NIS in thousands) thousands) thousands) . g
assets in 2020 2020
Pension Fund
Atudot
Havatika 12,013,897 208,087 (145,100) 0.28% 3.63%
New Clal Pension 72,497,732 6,021,058 3,802,944 0.20% 1.83%
pension Clal
funds | Supplementary
Pension 2,347,543 286,706 195,650 0.40% 0.10%
Provident funds for
compensation and
severance pay and
provident funds for
savings 24,228,794 476,101 (1,023,459) 0.46% 0.06%
Provident fund for
investment 632,466 228,037 123,878 0.65% -
Study fund 10,397,365 1,410,576 293,543 0.58% -
Other® 2,089,533 398 (373,215) 0.67% -
Total 124,207,330 8,630,963 2,874,241

6.1.2.3.

* Net accrual - deposits plus incoming transfers less redemptions and outgoing transfers.

Management fees and expenses in the various products

1) Presented below are tables describing the rate of maximum management fees in the different main products??,

in accordance with the legislative arrangement, including the Control of Finance Services Regulations (Provident

Funds) (Management Fees), 2012 (hereinafter: the “Management Fees Regulations”):

23
24

See footnote 20 above.

The foregoing does not include management fees and expenses of various kinds which are collected in some of the life
insurance policies, for example, including with respect to the management of investment portfolios, the policy factor or

collection factor, etc.
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Pension product

Maximum annual management fees

life
plans which were marketed until the
end of 2003, of the “traditional” and
“preferred” types?

Investment-linked insurance

Fixed management fees up to 0.6% of the accrual + variable
management fees up to 15% of the real returns which were
achieved, less fixed management fees.

In case of loss, the insurance company is not entitled to the
variable management fees, until the cumulative loss specified in
the policies has been recouped.?®

life
plans which were marketed from
January 1, 2004 until the end of 2012

Investment-linked insurance

2% of the accrual + +0% of the deposits, or a lower rate of the
accrual and a higher rate of the deposits (according to a mix
approved by the Commissioner - where the management fees
from deposits are in the range from 0% to 13%).

life
plans which were marketed since
January 2013

Investment-linked insurance

Up to 1.05% of the accrual (plans which were marketed in 2013 -
up to 1.1% of the accrual) + up to 4% of the deposits

Annuity recipients

Up to 0.6% of the accrual for policies which were sold beginning
on January 31, 2022. Up to 0.3% of the accrual for policies which
were sold beginning on February 1, 2022. For details regarding the
amendment to the Management Fees Regulations and the
reduction of the management fee rate for annuity recipients, see
this section below.

The Company’s income from guaranteed-return policies is due to the financial margin, insofar as any is created,
between the guaranteed returns in designated bonds and the profits from the investments on the free assets and the

liabilities towards policyholders.

Pension funds

Pension product

Annual management fees beginning in 2014

Balanced old fund

According to specific permits which were given by the Commissioner

Comprehensive new pension fund

Up to 0.5% of the accrual + up to 6% of the deposits

General (supplementary) new | Upto 1.05% of the accrual + up to 4% of the deposits
pension fund
Annuity recipients in | Up to 0.5% of total assets held against the fund’s liabilities to all annuity

comprehensive pension fund

recipients, for those who began receiving an old age annuity until
January 31, 2022%. Up to 0.3% of the accrual for annuity recipients who
began receiving annuities beginning on February 1, 2022. For details
regarding the amendment to the Management Fees Regulations and the
reduction of the management fee rate for annuity recipients, see this
section below.

25
26
27

"Profile" policies which were sold until 2003 included a different pricing mechanism.
See Note 3(n)3 to the financial statements.

Excluding assets held against liabilities of the fund, to those who were entitled to an annuity or disability annuity before

January 1, 2004.
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Annuity recipients in general | Up to 0.6% of total assets held against the fund’s liabilities to all annuity
pension fund recipients, for those who began receiving an old age annuity until
January 31, 2022. Up to 0.3% of the accrual for annuity recipients who
began receiving annuities beginning on February 1, 2022. For details
regarding the amendment to the Management Fees Regulations and the
reduction of the management fee rate for annuity recipients, see this
section below.

rovident funds?®

v

Pension product Annual management fees beginning in 2014
Personal provident fund for | Up to 1.05% of the accrual + up to 4% of the deposits

compensation and severance pay,
provident fund for savings and
provident fund for investment

Central provident fund Up to 2% of the accrual (without management fees from deposits)

Study funds Up to 2% of the accrual (without management fees from deposits)

2) Additional supplementary arrangements were also established, including as specified below:

e  With respect to policyholders and members with whom contact has been lost - management fees can be
collected at a rate of up to 0.3% of the accrual, or the rate which is collected in the policy or in the member’s
account, as applicable, on the date when contact was lost, whichever is lower.?®

In practice, the Group’s institutional entities collect average management fees, which are lower than the
maximum limits specified above, in accordance with specific agreements and discounts, due to the existing
competition in the market, and in accordance with regulatory directives which apply to the provision of discounts
on management fees (for additional details regarding the competition in the market, see section 6.3 below).

Management fees for annuity recipients

The default fund circular determines that the management fees which will be collected by the managing company of
the fund that was chosen as a default fund, from annuity recipients who retire during the winning period (even if they
joined through methods other than the default), will not exceed a rate of 0.3% per year (as compared with a maximum
rate of 0.5%, in accordance with the law which was in effect until January 31, 2022). For details regarding the market
share of the chosen default funds, see section 6.3.1(2) below.

In February 2022, the draft Control of Financial Services Regulations (Provident Funds) (Management
Fees)(Amendment), 2021 entered into effect (hereinafter: the “Management Fees Regulations - Annuity
Recipients”), which mostly include setting the maximum management fees for annuity recipients at 0.3% of total
assets held against liabilities for the annuity recipient (instead of the maximum limit of 0.5% or 0.6%, depending on
the product type).

28 Excluding guaranteed return provident funds, in which the management fees are determined in accordance with the
provisions of the regulations.

23 With respect to a member/policyholder who has been found, who is not a deceased member/policyholder - the institutional
entity is entitled to collect, retroactively, additional management fees, in a manner whereby the management fees which will
be collected with respect to the period beginning from one year after the date when contact was lost, until the date when
the member/policyholder was found, will be at a rate of up to 0.5% of the accrued balance in their account (instead of 0.3%).
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In the amendment, it was determined that the aforementioned maximum limit will be applied to anyone who begins
receiving an annuity from a pension fund, beginning from the date when the amendment enters into effect, also to
life insurance policies which will be marketed from that date onwards. The regulations apply the aforementioned
maximum limit also to recipients of survivor annuities with respect to old age pension annuity recipients, on the
aforementioned date.

The reduction of management fees for annuity recipients, discounts on management fees which are given to annuity
recipients, in combination with the undertaking to provide discounts throughout the entire lifetime of the member
and their survivors, resulted, in 2022, in a decrease in management fee revenues collected from annuity recipients,
including survivors, relative to the management fees which would have been collected, if not for the aforementioned
change.

The Company estimates that the rate of the Company’s revenues from management fees which will be collected from
annuity recipients (relative to the scope of managed assets for recipients of those annuities) will continue decreasing
in the coming years, as additional members retire, from whom management fees will be collected at a rate of 0.3%,
and the reduction (due to death) of the number of annuity recipients from whom management fees are collected at
an annual rate of 0.5%. The Company also believes that the reduction of management fees for annuity recipients has
contributed, during 2022, to the continuation of the trend of increasing transfers of policyholders before retirement
from life insurance products to pension products; however, the Company is unable to estimate the extent to which
the foregoing reduction has contributed to the trend.

For details regarding the management fees which were collected by the Group’s member companies in the various
products in the years 2020 to 2022, see section 6.1.2.2 above, and Notes 20 and 30 to the financial statements.

Expenses in connection with investment management

In addition to the management fees, the institutional entities collect expenses in connection with the management
of members’ investments for third parties, subject to the provisions of the Control of Finance Services Regulations
(Provident Funds) (Direct Expenses Due To Execution Of Transactions), 2008 (hereinafter: the “Direct Expenses
Regulations”), which specify the types of expenses which can be charged to members.

Up to and including the reporting year, the Direct Expense Regulations have imposed a cumulative quantitative annual
limit, at a rate of 0.25% of the assets, on the amount of expenses which may be charged to members with respect to
part of the expenses.

Beginning in January 2023, the aforementioned limit was canceled, and a mechanism was established according to
which the institutional entity will determine, with respect to each track or provident fund management by it, the max
limit on external management fees (and not all of the direct expenses) for the relevant fiscal year, without establishing
a cap on those commissions in the regulations. Restrictions were also established regarding the types of expenses
which are permitted for the different types of investment tracks which will be created after January 1, 2023. The
institutional entities were also obligated to give information to members and policyholders, on their date of addition,
and as part of the annual statements, regarding the direct expenses.

For details in connection with the aforementioned regulations, see section 10.5.5.1(a) below.

The total amount of expenses which are collected from members constitutes an additional component of the effect
on returns for customers in the various savings products, and also constitutes an additional component for
comparison between the competing entities, and as a result, affects the competition in the branch.

There is uncertainty regarding the consequences of the aforementioned provisions, due to the uncertainty regarding
the disclosure which may be required on the subject of direct expenses, and due to the multiplicity of tracks, which
could create an excess of information, and difficulty in comparing the performance of the various tracks.
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The information presented on all matters associated with the Direct Expense Regulations constitutes forward
looking information, which is based on assumptions and estimates made by the Group as of the publication date
of the report. The actual consequences could differ from those which were forecasted, in light of the disclosure
which may be required regarding the collection of the direct expenses; competition in the market; the conduct of
the competing institutional entities and distributing entities; and the preferences of customers.

New products
e General:

During the reporting year, marketing began of individual policies which allow making one-time deposits and regular
contributions to the same policy, “combined financial savings”.

Changes to profile policies during the reporting year:

Further to the reduction of the management fees for annuity recipients in policies which were marketed beginning
from February 2022, and further to the changes in the mortality tables in June 2022, in 2022 the Commissioner
approved new annuity factors in profile policies, which are expected to be marketed beginning in April 2023.

Changes in the regulations of pension funds during the reporting year:

Clal Pension and Provident Funds works, from time to time, subject to the Commissioner’s approval, to amend the
regulations of the funds which it manages, due, inter alia, to the regulatory changes and the need to perform
operational adjustments.

(A) Comprehensive pension fund - “Clal Pension”

In January 2022, an amendment to the regulations of the comprehensive pension fund “Clal Pension” entered into
effect, which included the addition of an option for members requesting to receive an old age annuity, aged over 67,
to choose a maximum period of guaranteed payments, provided that, at the end of the period, their age does not
exceed 87, as well as the addition of a dedicated insurance track for members who transferred from another fund, in
a manner which will maintain the coverage which they were entitled to receive in the fund from which the transfer
was done, subject to the restrictions specified in the regulations.

(B) General pension fund - “Clal Supplementary Pension”

In January 2022, an amendment to the regulations of the general pension fund “Clal Supplementary Pension” entered
into effect, in which the wording of the regulations was adjusted according to the wording of the regulations of the
comprehensive fund “Clal Pension”. As part of the above, inter alia, a stock-based investment track was added to the
supplementary fund. It was determined that in case of deposits in an amount exceeding the maximum limit of
monthly deposits to the comprehensive fund, the deposits will be transferred to an insurance track in the
supplementary fund, which is parallel to the member’s insurance track in the comprehensive fund, and that those
deposits will be subject to the members’ choices, as they applied in the comprehensive fund, with respect to certain
insurance coverages in the fund.

(C) Old pension fund - Atudot Pension Fund for Workers & Self-Employed Workers (“Atudot Havatika”)
No changes were made to the regulations of the pension fund Atudot Havatika.

On April 14, 2021, the Commissioner approved the fund’s request to amend the fund’s regulations. The amendment
included, inter alia, a request for the Commissioner’s approval to update the actuarial assumptions and mortality
factors which were published in insurance circular 2019-1-10, and an amendment to the fund’s regulations regarding
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the mechanism for reducing pension annuities with respect to the safety cushion. Within the framework of the
request to amend the regulations included, the fund was required to re-calculate the required total sum of
subtractions with respect to the safety cushion outline which was adopted by the fund in the past, due to the fact
that, in accordance with the outline, and during the years when the fund was required to make a 1.15% reduction
from the CPI’s total increase over five years, the indices were low or negative in practice. In accordance with the
calculations of the fund’s actuary, the updated total required subtraction is 6.235% (instead of 5.75%). According to
the fund regulations which were approved, as stated above, it was determined that the difference between the total
subtractions made in practice, and the new updated subtraction, will be subtracted in two batches and regardless of
the index rate, the first on April 15, 2021, and the second on January 15, 2022. Accordingly, the fund implemented
reductions in those months.

e Changes after the reporting year

Investment tracks reform

As part of the reform in the pension savings segment, in January 2023 certain provisions entered into effect in an
amendment to the circular regarding investment tracks in provident funds, which significantly updated and expanded
the variety of specialized investment tracks which an institutional entity is entitled to manage, in order to increase
competition in the pension savings branch. Most of the circular’s provisions will enter into effect on January 1, 2024.

The main provision which entered into effect on January 1, 2023 is the obligation to create two new investment
tracks: “marketable combined” and “flexible index tracker” - tracks which will mostly be managed through marketable
assets and through index-tracking instruments, respectively. Further to the above, the Group’s institutional entities
created new investment tracks, as specified below.

For additional details regarding the investment tracks reform, see section 10.5.5.1(b) below.

Changes in life insurance products after the reporting year

In January 2023, amendments to the annex of investment tracks in managers’ insurance policies and compensation
for the self-employed of the “profile” type entered into effect, in which two new investment tracks were added:
“combined marketable” and “flexible index tracker”, following the investment tracks reform.

Changes in the regulations of pension funds after the reporting year

In January 2023, amendments to the regulation of the comprehensive pension fund “Clal Pension” and to the general
pension fund “Clal Supplementary Pension” entered into effect, which mostly included the following:

1. The addition of two new investment tracks: “combined marketable” and “flexible index tracker”, following
the investment tracks reform.

2. Setting the rate of management fees which will be collected from annuity recipients who began receiving
annuities beginning on February 1, 2022, and from the survivors of those annuity recipients, at 0.3%, in light
of the amendment to the Management Fees Regulations, as stated in section 6.1.2.3 above.

3. Update to the actuarial assumptions, including the effective interest rates (as stated in section 6.1.1.2 above)
and the mortality tables, in accordance with the provisions specified in Note 38(el) to the financial
statements.
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Changes to provident fund regulations after the reporting year

In January 2023, an amendment to the regulations of the provident fund Clal Tamar entered into effect, which mostly
included the addition of two new investment tracks: “combined marketable” and “flexible index tracker”, further to
the investment tracks reform.

Main markets, trends, and changes in supply and demand

The issue of social security in Israel is comprised of a compulsory layer, which is managed by the state, and beginning
in 2008, an additional compulsory later which is managed by institutional entities, within the framework of the
Compulsory Pension Ordinance, which pertains to all salaried employees in the market, and requires employers to
deposit, on behalf of their employees, funds with respect to the compensation and severance pay components,
according to the rates specified in the Compulsory Pension Ordinance, within the framework of the comprehensive
pension arrangement which was determined as the default arrangement, or within the framework of an insurance
fund for annuities, which includes coverage in case of death and disability.

Beginning with the salaries for January 2017, the minimum rates of deposit for all employees and employers in the
market are 6% for the employee’s component, 6.5% for the employer’s compensation component, and 6% for the
severance pay component, whereby the rate of employer deposits will be uniform for all types of pension products.
It was further determined that the employer’s payment, as stated above, will include the acquisition of loss of working
capacity coverage for the employee, however, in any case, the employer’s contributions to the compensation
component will not fall below 5% of the effective salary, and the employer’s total costs with respect to the
compensation component and the loss of working capacity coverage together will not exceed 7.5% of the effective
salary. The effective salary will be the salary for which deposits are made in accordance with the agreement with the
employee, but no less the guaranteed salary in accordance with the extension order regarding compulsory pension.

Since 2017, the self-employed are also obligated to contribute to an annuity paying provident fund, according to rates
which were determined (deposits at a rate of 4.45% up to half of the average market salary, and at a rate of 12.55%
on income exceeding half of the average market salary, and no more than the average market salary), according to
their level of income (hereinafter: the “Compulsory Pension for the Self-Employed Law”).

There are also deposits in the optional layer, which are due to employees’ and employers’ deposits which constitute
a beneficial arrangement, and deposits of self-employed members beyond the legal obligation. The aforementioned
optional layer includes deposits at a rate or in an amount which exceed those required by law, as well as deposits to
savings channels, some of which do not receive tax benefits, or receive reduced tax benefits.

Life insurance branch

Trends in supply and demand: During the reporting year, pension was the main pension product which was marketed
by the institutional entities to the general public, further to the ongoing trend in recent years, of regulatory
encouragement of deposits to pension products, such as the partial backing of mechanism to guarantee returns up
to a rate of 30% and increasing the rate of guaranteed returns3’, the determination of pension as a default product
within the framework of the Compulsory Pension Ordinance and additional regulatory changes, including the
cancellation of guaranteed annuity factors in insurance, except for customers aged 60 or higher, the non-approval of
tariffs for the sale of risk coverages within the framework of the managers’ insurance policies (see section 6.1.2.1
above), and setting the management fee rate for annuity receipts in pension funds at 0.3% of total assets held against
liabilities for the annuity recipients (see section 6.1.2.3 above).

30 For details regarding the replacement of the designated bonds with the returns supplementation mechanism, and regarding
the crediting of returns with respect to the fund assets for which there are guaranteed returns for pension fund members of
various ages, see section 10.5.5.1(c) below, and section 6.1.1.2 above.
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Since February 2019 there has been a decrease in sales of managers’ insurance policies, due to the competitive
conditions in the segment, and the absence of approved tariffs in managers insurance. During the reporting year,
there was a certain increase in additions to the Company’s life insurance products with combined savings, relative to
last year, inter alia, due to the launch of a managers insurance product with improved management fees. However,
these sales are still significantly lower than the scope of managers insurance sales before the non-provision of
approval for risk tariffs in case of death in managers insurance. During the reporting year there was also an increase
in sales of the Company’s risk and mortgage associated risk products, relative to last year. In parallel, during the
reporting year there was a certain increase in the scope of risk policy cancellations (including mortgage associated
risk) which were sold in the past, due to the increase in discounts which were offered in the market by competing
entities. For a description of the effects of the absence of approved tariffs in managers’ insurance, see above.

After the coronavirus crisis caused significant effects in 2020, including the impairment of financial assets in the
portfolio of investments managed by the Company, and the decline in total deposits to pension and other products,
from late 2020 until the reporting year, upon the recovery in the labor market, there was an increase in total deposits
to pension and other products, in parallel with positive returns in 2021, and negative returns in 2022.

During the reporting year, and in light of the situation in markets, negative returns were recorded in the portfolios.

e Scope of activities3': In accordance with the Commissioner’s publications, assets in the life insurance branch in
the Israeli insurance market as of September 30, 2022, amounted to approximately NIS 441 billion, of which NIS
354 billion were assets in the new life insurance portfolio (profit sharing policies), as compared with approximately
NIS 455 billion as of September 30, 2021, of which NIS 371 billion were assets in the new life insurance portfolio,
i.e., a decrease of approximately 3% in total assets, and a decrease of approximately 5% in the assets of the new
life insurance portfolio.

As of September 30, 2022, assets in the new life insurance portfolio which are managed by Clal Insurance
amounted to approximately NIS 97 billion, of which approximately NIS 77 billion of assets in the new life insurance
portfolio (profit sharing policies), as compared with approximately NIS 99 billion as of September 30, 2021, of
which approximately NIS 79 billion of assets in the new life insurance portfolio, in other words, a decrease of
approximately 2% in total assets, and a decrease of approximately 3% in assets of the new life insurance portfolio.
These rates were lower than the rates of decrease in the branch.

As of December 31, 2022, assets in the new life insurance portfolio which are managed by Clal Insurance
amounted to approximately NIS 98 billion, of which approximately NIS 78 billion of assets in the new life insurance
portfolio (profit-sharing policies), as compared with approximately NIS 102 billion as of December 31, 2021, of
which approximately NIS 83 billion in assets in the new life insurance portfolio.

As of September 30, 2022, assets in the life insurance portfolio which are managed by Clal Insurance constituted
approximately 22.1% of total assets in the life insurance market, as compared with approximately 21.8% as of
September 30, 2021.

31 The scope of assets in life insurance is based on the amount of insurance liabilities.
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Development of assets in the market in the life
insurance portfolio
In the years 2019-2022
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The decrease in assets as of September 30, 2022 relative to December 31, 2021 was mostly due to the decreased
returns in most of the investment channels in the capital market, which led to a decrease in the scope of managed
assets in the life insurance segment.

For additional details regarding the change in premiums and redemptions in insurance products, see section 6.4.2
below and Part B of the Report - Board of Directors’ Report, section 2.2.1.1.

Profitability3’: In accordance with the Commissioner’s publications, total comprehensive loss before tax from
insurance business operations in the life insurance market in the first nine months of the reporting year amounted
to approximately NIS 1,270 million, as compared with income of approximately NIS 3,440 million in the
corresponding period last year.

The profitability in life insurance is based, inter alia, on the aggregate result of the following components,
component the policy: The financial margin in the guaranteed return life insurance portfolio, the management
fees collected from accrual and/or from the investment profits and/or from the deposits in investment-linked
policies, the difference between premiums collected to cover insurance risks and expenses, and their actual cost,
policy lifetime, investment gains, changes in the changes in the risk-free interest rate curve, the effects of
increased life expectancy in policies with guaranteed annuity factors, commissions and other expenses.

32

The loss which is presented in life insurance in 2019 is before the restatement due to the retrospective adoption of the
provisions of the circular issued by the Capital Market, Insurance and Savings Authority regarding the measurement of
liabilities - liability adequacy test.
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The cumulative results of the insurance companies in the Israeli insurance market in the life insurance branch during
the first nine months of 2022 were mostly affected by the significant decrease in investment income, due to decreased
returns in most of the investment channels in the capital market. Due to the capital market returns, variable
management fees were not collected in the first nine months of 2022 in investment-linked policies of the “preferred”
type, and in traditional policies. The total management fees (variable and fixed) which were collected in the first nine
months of 2022 amounted to approximately NIS 2,431 million, as compared with a total of approximately NIS 4,381
million in the corresponding period last year.

The market for life insurance products in the first nine months of the reporting year was characterized by an increase
in the redemption rate. For details regarding the redemption rate of life insurance policies in the Group during the
reporting year, see section 6.4.2 below and Part B of the Report - Board of Directors’ Report, section 2.2.1.1.

Liabilities with respect to lifetime payout annuities, regarding policies which are in effect, for which annuities have
not yet been withdrawn, are calculated, inter alia, in accordance with the projected life expectancy, and according to
the probability of the annuity in policies which are in effect. In recent years, there has been an trend of growth in the
annuity realization rate, over the withdrawal of savings funds in a capital amount, in addition and in parallel to the
existing increase in life expectancy. The Company updates the liabilities with respect to annuity recipients from time
to time. For details regarding the changes due to the update to the demographic assumptions following the mortality
tables circular, and regarding improvements to the model, see Notes 38(e)(el)(d)(2) and (3) to the financial
statements. For details regarding the impact of the circular entitled “amendment to the provisions of the
consolidated circular regarding the measurement of liabilities - update to the series of demographic assumptions
in life insurance and update to the mortality improvement model for insurance companies and pension funds”,
which resulted in an increase and update of life insurance reserves in the amount of NIS 627 million during the
reporting year, see Note 38(e)(e1)(d)(2) to the financial statements.

In December 2022, the Company received a letter which extended the period of the tariffs for life insurance products
in case of death (risk), which were approved by the Authority as part of the approval of risk tariffs in September 2019,
until December 31, 2023. As part of the extension of the risk tariffs approval, the Authority determined that the
insurance companies are required to implement a new mechanism for the repayment of commissions on risk policy
cancellations (hereinafter: the “New Mechanism for Repayment of Commissions in Risk Cancellation”). According
to the current mechanism, the cancellation of in the years during the first years after their purchase will result in a
gradual repayment of non-recurring sale commissions (first year commissions) which will be paid by the insurance
companies to agents with respect thereto; however, the new mechanism for repayment of commissions in risk
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cancellation determines that the foregoing repayment of commissions will be for a shorter period of three years, and
will only apply in cases where the rate of the discount which was given to the customer does not change throughout
the lifetime of the policy. The new mechanism for the repayment of commissions in risk cancellation applies beginning
from April 2023.

As part of the 2023 Economic Arrangements Bill, which includes, inter alia, provisions regarding arrangements which
will apply to compensation which is paid by the institutional entities to the insurance agents, a provision was included
which stipulates that insurance agents, including pension insurance agents, will repay to the institutional entity the
proportional part of the brokerage fees which were paid to them, upon cancellation of the policy or transfer of the
accrued balance, in the period until 6 years after the policy creation date, according to conditions which will be
determined. For additional details, see section 10.8.2.2.A.2 below.

The foregoing mechanism, as well as the provisions of the Economic Arrangements Law regarding the repayment of
brokerage fees, is intended to reduce the current phenomenon of “replacement” in the insurance and pension
market, in which policies are canceled, and new policies are purchased instead for the same customer, and this
mechanism may therefore result in increased retention rates in the risk insurance portfolio.

The information presented on all matters associated with the new mechanism for repayment of commissions in
risk cancellation, and the 2023 Economic Arrangements Bill in connection with the reimbursement of commissions,
constitutes forward looking information, which is based on the Group’s assumptions and estimates as of the
publication date of the report. Actual implementation may differ significantly from the forecast, and depends
significantly on the final mechanism which will be established. the conduct and preferences of license holders; the
conduct of competing entities; and the conduct of members and policyholders with respect to their products.

The discontinuation of sale of coverage for accidental death and accidental disability, due to the adoption of the
adoption of the provisions of the personal accidents circular, and due to the absence of approved tariffs for those
products in most companies in the market, led to a decrease in the sale of life insurance products in recent years. For
additional details regarding the personal accidents circular, see section 6.2.2(c) and 8.1.2.1(c) below. For details
regarding the uncertainty regarding the tariff approval for accidental death and accidental disability products, see
section 6.2.2(c) below.

For the Company’s financial information in the life insurance branch, see also Note 20 to the financial statements.

After the reporting date there was an increase in redemptions from short- and medium-term savings products which
are managed by the institutional entities (financial savings policies, study fund and study funds). The Company
believes that this increase in redemptions was due to a combination of factors, including the interest rate
environment and the situation in markets in Israel and around the world, the needs of customers, and investment
alternatives due to the interest rate environment. The Company is unable to assess, at this stage, whether the
foregoing increase is ongoing, nor its scope. For additional details regarding the effect of various factors on the
situation in markets, see Part B of the Report - Board of Directors’ Report, Section 3, and Note 38(c)(2) to the financial
statements.

e Customers: During the reporting year, no material changes occurred in the mix of customers in the branch. For
additional details, see section 6.4.1 below.

Pension funds branch

e Trends in supply and demand: In recent years, the trend of preference for pension products over insurance and
provident products has continued and intensified, and pension products have continued being the leading
pension-type product available in the market. As a result, during the reporting year the trend continued of
increasing new members of pension products managed in Clal Pension and Provident Funds.
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Over the years, the state has encouraged pension savings in the annuity paying channel, inter alia, by backing part
of the investments in pension funds through a guaranteed return mechanism (for details, see section 10.5.5.1(c)
below); the Compulsory Pension Ordinance, in which it was determined that the default, so long as the
policyholder has not chosen otherwise, is to join the pension fund; restrictions on the possibility for insurers to
sell new life insurance plans with annuity factors which include a life expectancy guarantee; Default funds (for
details, see section 6.2.1(a) below); the crediting of designated bond returns to annuity recipients in pension funds
(for details, see section 6.1.1.2 above); and the non-approval of risk product tariffs as part of managers insurance
(for details, see section 6.1.2.1 above). All of the above have created a preference among customers, in recent
years, for the annuity product, which is purchased in the pension fund, despite certain advantages of insurance
over pension products.

Scope of activities: In accordance with publications issued by the Commissioner, the scope of accrued assets in
the new and general pension funds in the pension market as of December 31, 2022 amounted to approximately
NIS 621.4 billion, as compared with approximately NIS 590.4 billion in the corresponding period; i.e., an increase
of approximately 5.3%. The increase in the scope of accrued assets was mostly due to deposits throughout the
year, which were offset from the decrease in returns on managed assets. The share of the comprehensive and
general pension funds in the Group out of the total market for comprehensive and general pension funds, as of
December 31, 2022, amounted to approximately 16.0%, as compared with a rate of 15.8% in the corresponding
period. The net accrual in the market for comprehensive and general pension funds with respect to deposits during
the reporting year amounted to approximately NIS 55.3 billion, as compared with approximately NIS 43.4 billion
in the corresponding period.

Development of assets in the new and general pension funds market
In the years 2019-2022
NIS in billions

621.4

31.12.2019 31.12.2020 3122021 3122022

Profitability: Profitability in pension funds is based, inter alia, on the difference between the management fees
charged by managing companies, and actual expenses. The management fees and expenses are affected by the
number of members, the scope of accrued assets, and the amounts of deposits, are also affected by the capital
market returns.

The intense competition in the pension market is reflected in discounts on management fees to members. The
creation of chosen default funds has caused a decline in the average rate of management fees for new members,
existing members and annuity recipients. The management fee rate proposed by the currently operating chosen
pension funds were updated, in a process whose results were published in September 2021, and the Company is
unable, at this stage, to estimate their long term effects.
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For details regarding provisions in connection with the increased competition in the pension savings market, and
the implications thereof, and regarding the competition over annuity recipients, see section 6.2.1 below and
6.1.2.3 above. For details regarding the scope of assets, accrual and average management fees, see section 6.1.2.2
above. For the Company’s financial information in the pension fund branch, see Note 20 to the financial
statements.

A series of regulatory changes which were applied in recent years resulted in increased competition in the pension
branch. However, in recent years there has been significant business growth in the Company’s activity in the
pension and provident branches, which led to growth in operating profitability.

Customers: During the reporting year, no material changes occurred in the mix of customers in the branch. For
additional details, see section 6.4.3 below.

In the old pension funds branch, no change occurred in supply and demand, in light of the fact that these funds
are closed to the joining of new members.

6.1.4.3. Provident funds branch

Trends in supply and demand: The demand for provident products, which are mostly savings product only, was
mostly focused on the provident fund product, mainly involving the transfer of existing accruals between the
different institutional entities, and the receipt of one-time deposits upon the member’s retirement or death
(pursuant to amendment 190), with respect to study funds and provident funds for investment - in new deposits,
and in transfers of existing accruals between the different institutional entities; along with competition over
management fees and returns.

Scope of activities: In accordance with the Commissioner’s publications, the total assets in provident funds in the
provident fund market amounted as of December 31, 2022 to approximately NIS 647.2 billion, as compared with
approximately NIS 687.2 billion as of December 31, 2021, a decrease of approximately 5.8%. This decrease was
mostly due to the decrease in returns on managed assets, which was partly offset by the net positive accrual of
approximately NIS 25.1 billion, which together caused (after deducting the collection of management fees) a
decrease of approximately NIS 40 billion in the assets of provident funds in the market.

For details regarding redemptions from short- and medium-term savings products which are managed by the
institutional entities after the reporting date, see above.

As of December 31, 2022, the scope of provident fund assets managed in the Group constitute approximately
8.5% of total assets in the provident fund market, as compared with approximately 7.1% as of December 31, 2021.
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Development of assets in the provident fund market
In the years 2019-2022
NIS in billions

687.2

31122019 31122020 3122021 31122022

e During the reporting year, the trend involving the transition of members and accrual between the provident funds
continued. According to the Group’s estimate, this trend us due to the competition between the funds over
returns, the competition over management fees, and the increased transparency in the branch.

For the Company’s financial information in the provident fund branch, see section 6.1.2.2 above.

e Profitability: Profitability in the provident funds is based, inter alia, on the difference between the management
fees charged by the managing companies, and the actual rate of expenses. The management fees are affected by
the competition on the market, the scope of accrued assets and returns in the managed assets, as well as
regulatory changes. During the reporting year, average management fees declined, mostly in the study funds.

e Customers: During the reporting year, no material changes occurred in the mix of customers in the branch. For
additional details, see section 6.4.4 below.

Material expected changes in the Company’s share in the main markets, with respect to the main products and

services and the mix thereof, in consideration of, inter alia, the demand and seniority of current products

Life insurance policies, pension funds and provident funds serve as alternative products to one another, in light of the
fact that they are long term savings products, which confer entitlement to tax benefits, and in which insurance
coverages can be combined. Following the regulatory changes, the uniformity between the various products has
increased, as reflected, inter alia, in terms of the structure of management fees, in the ability to sell insurance
coverages to members and in the absence of guaranteed annuity factors. According to the Group’s assessment, the
pension product will continue being the leading product in the market, inter alia, in light of the Compulsory Pension
Ordinance, the Compulsory Pension for the Self-Employed Law (for details, see section 6.1.4 above), the provisions in
connection with default funds (for details, see section 6.2.1(a) below), the existence of guaranteed return
mechanisms (for details, see section 10.5.5.1(c) above), improved factors for annuity recipients through pensions,
relative to managers’ insurance (although the factors are not guaranteed), and the absence of tariff approval for risk
products within the framework of managers’ insurance products (for details, see section 6.1.2.1 above).

During the reporting year, the Group was the third largest group in the pension market, and had a certain relative
advantage, in light of the fact that it markets the entire variety of products in the segment.
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Life insurance branch -

In accordance with the Commissioner’s publications, during the reporting year, the Group was the second largest
group in the life insurance branch, in accordance with the scope of managed assets, as defined by the Commissioner.
The Company is not aware of any expected material changes to its overall share in the life insurance branch, which
depends, inter alia, on the conduct of competing institutional entities, on the preferences of policyholders and
members, on the conduct of distributing entities, and on the effects of regulatory changes in the pension savings
segment, with respect to managed assets and new sales, and the feasibility of continued future sales of risk insurance
as part of managers’ insurance policies.

The fact that the annuity-paying insurance policies which were sold in the past and which include annuity factors
which include a life expectancy guarantee (as well as policies which are currently sold to people aged 60 or older),
have a relative advantage over the pension funds for customers, with respect to the period after retirement age, due
to the fact that they are not subject to regulatory provisions and do not include an actuarial balancing mechanism.
On the other hand, the existence of a guaranteed return mechanism for annuity recipients or for members close to
retirement age in pension funds, and the rate of management fees which are collected from annuity recipients, may
affect the share of the insurance branch in the pension savings market.

The absence of approved tariffs for the sale of insurance in case of death (risk) in managers’ insurance policies (for
details, see section 6.1.2.1 above) also led to an increase in the preference for purchasing pension products, at the
expense of insurance products.

Another additional which could arise for the pension product is due to the relative costs of the insurance coverages
in the pension fund, relative to their cost in the managers insurance product, and the amount of management fees in
the pension product vs. the managers insurance product.

Pension funds branch -

During the reporting year, the Group was the third largest group in the pension funds branch, in accordance with the
scope of managed assets, as defined by the Commissioner. According to the Company’s estimate, in the coming years,
the pension products will continue being leading products in the pension savings market. The Company estimates
that the share of Clal Pension and Provident Funds in the pension branch will be affected, inter alia, by the rate of
management fees which will be collected, by returns, by service, and by the competition between institutional
entities, the conduct of distributing entities, the preferences of policyholders and members, and the relevant
regulatory directives.

As stated above, the share of Clal Pension and Provident Funds in the pension branch is affected, and is expected to
continue being affected, to a significant degree, by the default funds, in light of the rate of management fees collected
therein, and their direct and indirect effects on competition in the market. For details, see section 6.2.1(a) below, in
light of the operational advantage of those funds regarding the addition of new members, which dictate that it is not
necessary to fill out a form in order to join them; and the impact of changes in the mechanism for ensuring the stability
of pension funds and crediting of guaranteed returns (both by virtue of designated bonds, and by virtue of the returns
supplementation mechanism) on the age groups, between the different pension funds. For details, see sections
10.5.5.1(c) below and 6.1.1.2 above. The Company believes that the multiplicity of competitors, regulatory changes
in recent years, and the intense competition in the segment (both on the joining date and regarding the transfer of
existing members), which is reflected, inter alia, in the competition over management fees and returns, affect the
rates of retention and new sales of the various pension products, and may affect the Company’s market share.

The continued absence of approved tariffs for the sale of risk coverages in managers’ insurance policies, as specified
above, may continue to result in a continued preference for pension products.
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Additionally, the continued growth of members’ requests to transfer to pension funds proximate to their date of
retirement could also have a significant impact on the Company’s business results. During the reporting year, there
was an increase in the amounts for which transfers were made for members proximate to their retirement date, and
the Company believes that this is a trend which could increase in the coming years.

Provident funds branch -

During the reporting year, the Group was the fifth largest group in the provident funds branch, in accordance with
the scope of managed assets, as defined by the Commissioner. The Company’s share in the provident fund branch is
affected, inter alia, by the competition between the institutional entities and investment houses, which is affected by
the returns of the provident funds, the amount of management fees, and the service which will be given to members.

The study funds differ from the other pension savings products due to the fact that they provide the possibility for
medium term savings, which grants eligibility for tax benefits. The Company’s share in the study fund branch is
affected, inter alia, by the competition between the institutional entities, which is affected by the returns of the study
funds, the variety of investment tracks, management fees, and the service which will be given to members.

During the reporting year, the Company’s method of dealing with competition in the market, particularly in terms of
returns and management fees, and the possibility to transfer provident funds for investment, resulted in a significant
increase in total managed assets in the provident funds for investment which are managed by Clal Pension and
Provident Funds. For details regarding changes in the scope of deposits to provident funds for investment, see section
6.1.2.2 above.

The information presented on all matters associated with the future changes in the Company’s share in the
markets, in the various pension products, constitutes forward looking information, which is based on the Group’s
estimates and assumptions as of the publication date of the report. The changes, and the effective implications
thereof, may differ from those which were predicted, in light of the many regulatory changes which are at the
initial stages of implementation; future regulatory changes, if any, which could affect the Company’s share in the
different markets; competition in the market; the conduct of the competing institutional entities and distributing
entities; and the preferences of customers.

Restrictions, legislation, standardization and special constraints which apply to the operating segment

The activity in this segment is subject to the provisions of the law which apply to insurers, pension funds and provident
funds which are active in the segment - including the Insurance Law, the Provident Funds Law, the Pension Advice
Law and the Income Tax Regulations (Rules for Approval and Management of Provident Funds), 1964 and subject to
the Commissioner’s directives which are published from time to time. Provident funds and pension funds are
managed by managing companies; insurance funds are managed by insurance companies.

The activity in this segment requires a license from the Commissioner, in accordance with the Insurance Law and the
Provident Funds Law, and is overseen by the Capital Markets, Insurance and Savings Authority in the Ministry of
Finance. A managing company of provident funds which manages a pension fund is required to obtain an insurer
license, which also constitutes a managing company license, for all provident funds under its management. A
managing company to which an insurer license has been given, as stated above, is currently entitled to manage all
types of provident funds, excluding insurance funds. A managing company may manage one comprehensive new
pension fund, one new general pension fund, one old pension fund and provident funds.

A managing company is also entitled to engage in another segment which pertains to a pension product that was
approved by the Commissioner, subject to the approved terms, provided that the engagement is regulated in
accordance with the provisions of the Provident Funds Law, the Insurance Law or the Pension Advice Law.
Additionally, any provident fund which is managed by a managing company requires approval for the management
of a provident fund, which must be renewed annually.
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The Insurance Law prescribes that a permit for control of an insurer will not be given to any person if, after the
issuance of the permit, that person will have a holding exceeding 15% of the total long term savings assets, as defined
in the Insurance Law. The Insurance Law permits a material holding in the long term savings segment if that material
holding originates from changes which are due to operating activities. To the best of the Company’s knowledge, in
accordance with the weighing of the information, which is published on the Commissioner’s website, the scope of
the Company’s holdings in the long term savings segment as of September 30, 2022 is approximately 13.7%.

The operating segment is characterized by significant, extensive, and frequent regulation, both with respect to
products which were sold in the past and are still effective today, and with respect to products which are currently
sold, which is intended, inter alia, to increase transparency, competition and quality in the market.

Presented below are details regarding significant changes which have been made to the regulatory provisions in the
operating segment in recent years:

Increased competition in the pension savings market

In recent years, various directives and regulations were published which resulted in increased sophistication of the
market, and in competition and transparency, inter alia, with the aim of allowing pension savers to better adjust the
products to their particular needs, and to simplify their decision-making process. Presented below are details
regarding the main provisions:

A. Default funds

The provisions of the circular “provisions regarding the selection of provident funds” (hereinafter: the “Default Fund
Circular”), regarding the selection of chosen pension funds, which are default funds to which members who have not
filled out a provident fund new member form, and whose employer has not chosen a default fund in a competitive
process they conducted, are added (hereinbefore and hereinafter: “Default Fund”), in September 2021 the results of
a process were published, which involved the selection of four competing pension funds, including two new pension
funds, to serve as chosen funds for a period of three years, with management fees of 1% of the deposits and 0.22%
of the accrual, beginning in November 2021.

In accordance with the selection process of chosen funds, the management fees which the default funds will collect
from annuity recipients who retire during the winning period (even if they join through ways other than the default),
will not exceed 0.3% per year, throughout the entire annuity receipt period.

In parallel, the provisions of the process of selecting chosen funds included an update regarding default annuity paying
provident funds or study funds which are chosen in a competitive process conducted by the employer. With respect
to that process, in which each managing company is entitled to participate, and for which the criteria include a service
level indicator, returns and management fees, it was determined that the employer is also entitled to take into
account the risk index (Sharpe index), and it was further determined that the weight which will be given to the
proposed rate of management fees for old age annuity recipients who retire during its period of service as a chosen
fund, will not exceed 10% of the score.

The creation of the default funds, and the competitive advantages which are available to them, have a significant
sector-wide impact on the pension fund market. The provisions of the default fund circular, including the provisions
in connection with the determination of management fees as a primary criterion, resulted in the entry of new players
into the market, in a decrease of the average management fees which are collected in pension funds and in study
funds, and in the past, also resulted in increased transfers from the pension fund of Clal Pension and Provident Funds
(including due to the entry of default funds for employers, against which Clal Pension and Provident Funds competes).
The above effect was intensified in light of the combined impact of the aforementioned provisions together with the
provisions regarding transferring while joining (see section 6.3.1 below).
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However, the rate of management fees which are offered by the currently operating chosen pension funds were
updated in a process whose results were published in September 2021, and their impact of the reduction of the
management fee rate was lessened. Additionally, and due to the increased scope of pension marketing performed by
the Company (through agents and directly), the returns which were achieved by the Company, the improvement in
service given by the Company, and due to the absence of approved tariffs for the sale of risk coverages as part of
managers’ insurance (for details, see section 6.1.2.1 above), there was an increase in new member deposits to the
pension funds which are managed by Clal Pension and Provident Funds, relative to last year.

B. Removal of operational barriers - Transfer of information in the pension savings segment and the pension
clearing house

Over the years, the Authority adopted a series of measures which were intended to lift operational barriers and
facilitate the receipt of information, the creation of transparency and the lifting of barriers to transition between
different products.

The above included, inter alia, the establishment of the pension clearing house (hereinafter: the “Pension Clearing
House”), which is used to transfer information between the various entities in the pension savings market
(institutional entities, license holders, employers, policyholders and members), and to perform a series of actions
(some of which must be performed through the pension clearing house only). Since the establishment of the pension
clearing house, provisions were added and updated with respect to the information and requests which must be
transferred through the pension clearing house.

For the purpose of implementing the provisions pertaining to the transfer of information through the pension clearing
house, a circular gradually entered into effect which determines the structure of a standard record, which is intended
for use by the institutional entities, license holders and other consumers of information in the pension savings
segment, as part of the various business activities which are performed between them (hereinafter: the “Standard
Structure Circular”). The provisions of the standard structure circular are updated from time to time, and their
implementation involves operational and IT preparation over time.

The standard structure circular includes several interfaces which are intended to create a standard framework for the
transfer of information between the various entities, in fixed timetables, including an employers interface, which
mostly includes the creation of a structured interface for the transfer of information regarding employers’ payments
to pension products on behalf of their employees, for the purpose of properly registering their rights in the
institutional entity’s systems, and information regarding the discontinuation of deposits, and the reason for the
discontinuation of those deposits; The events interface through which requests for information and requests to
execute transactions are submitted33; The holdings and pre-advice interface®*; The severance pay balances

interface3; The mobility interface®; The employers’ interface for information3’ and feedback.

33 The events interface is an interface which expresses all of the requests that are received by the Company from the clearing
house, whether these are requests for information, or requests to perform actions.

34 The holdings interface is an interface which includes data regarding the pension products of policyholders and members,
which an institutional entity is required to submit to a license holder further to their request to transfer information regarding
the customer.

35 The severance pay balances interface is an interface for the provision of information regarding severance pay balances, to
employers with respect to their employees, or to policyholders with respect to their periods of employment at employers.

36 The mobility interface regulates the process of transfer funds between institutional entities, and determines that the transfer
of funds which takes place between the institutional entities will be performed through the pension clearing house only.

37 The information interface for employers establish information which the employer is entitled to receive from the institutional
entity through the interface, and deadlines for the institutional entity to provide responses to employers.

1-54
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A draft amendment to the standard structure circular which was published during the reporting year includes the
creation of an interface for splitting policies, which pertains to the receipt of provisions regarding the attribution of
the deposits to the various products of policyholders, and an events interface, which is intended to allow policyholders
and members to execute various transactions involving their pension products.

The clearing house assists and streamlines the processes of transferring information regarding pension funds,
removes operational barriers and facilitates the transfer of funds between competing institutional entities, and the
identification of those funds, and facilitates the joining of members and collection processes, and therefore assists in
increasing competition and in increasing the efficiency of operational processes.

According to the Company’s assessment, the use of the various interfaces, primarily the employers interface, and the
regulation of the process of transferring information and handling funds, are having positive effects, inter alia, by
improving the information which is available to institutional entities regarding the deposits of funds to them, and
accordingly, by improving the funds intake process, and reducing the dependence on marketing entities. The process
of implementing the ongoing treatment of this issue in the systems of the Group’s institutional entities resulted in a
significant improvement in the treatment of the pension monies which are managed by the Company. The Group’s
institutional entities are still in the process of implementing and handling the issues which come up during the
implementation of the standard structure circular, including by improving the automation system and the workflows.
It is noted that the entry into effect of the directive regarding the reporting requirement on the level of the
policyholder, as part of the employers interface (as opposed to reporting on the level of the policy), is expected to
add operational difficulty to the association of the deposits to the various pension products of policyholders and
members.

C. Commission arrangements with respect to insurance products and pension savings products

For details regarding the Commissioner’s position and the amendment to the Control of Financial Services (Provident
Funds) (Amendment No. 20) Law, regarding the separation of commissions from management fees; For details
regarding a bill regarding providing the possibility for banking corporations to provide pension advice over the phone
or by digital means, see section 10.8.1.1 below; and for details regarding the Control of Financial Services Regulations
(Provident Funds) (Distribution Commissions), 2006, pertaining to the distribution commissions which a pension
adviser is entitled to receive from an institutional entity, see section 10.8.1.1(b) below. For details regarding
provisions with respect to the payment of nominally identical brokerage fees for each group of alternative products
(as part of the 2023 Economic Arrangements Bill), see section 10.8.2.2.a.1 below; For details regarding provisions with
respect to the obligation of insurance agents to repay brokerage fees which were paid to them upon cancellation of
the policy or transfer of accrued funds, in the years after its creation, and the duty of disclosure which will require
license holders to disclose to their customers the brokerage fees which is expected to be paid to them, as proposed
in the 2023 Economic Arrangements Bill, see sections 10.8.2.2.A.2 and 10.8.2.2.A.3. below; For details regarding
provisions as part of the 2023 Economic Arrangements Bill, in connection with prohibition against refusal, by an
institutional entity, to engage with a pension adviser, and the terms of such engagement, see section 10.8.2.3 below.

Products - unification of products, transparency and tariff intervention

Over the years, the Authority has implemented a series of actions with the aim of encouraging and focusing on
management fees, returns and service, while unifying the various insurance products which are sold in the market,
and the drafting thereof. The above included the creation of a standard framework for different products in the
segment, including the regulations of pension funds, loss of working capacity policies and personal accidents policies.
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A. New tariffs for life insurance products in case of death (risk)

For details regarding tariffs for life insurance products in case of death (risks), which were approved by the Authority
in February 2019, and the absence of approved tariffs for the sale of risk coverages as part of managers’ insurance,
and the implications of the said tariffs, see section 6.1.2.1 above.

B. Circular regarding the settlement of loss of working capacity claims

In December 2020, a circular was published regarding the “settlement of loss of working capacity claims” (hereinafter:
the “Circular Regarding the Settlement of Loss of Working Capacity Claims”), which includes provisions regarding
the settlement of loss of working capacity insurance claims, which are intended to guarantee a claim settlement
process which is fair, efficient, transparent and professional, inter alia, through an objective investigation of the loss
of working capacity claims by an independent external entity, similarly to the model which currently exists for
disability claims in pension funds, while reducing, as much as possible, the burden on the policyholder.

The circular included, inter alia, provisions with respect to the order of activity and timetable which will apply to the
insurer in the claim settlement process, including investigating the claim within 20 business days after the date of
receipt of the documents which were submitted by the policyholder to the insurer; and restrictions in cases where
investigations can be made, and regarding the methods used to make them. Inter alia, it was determined that an
investigation will include only documentation of the policyholder’s actions as they occurred, and that, within the
framework of a decision to reject a claim, which also relies on findings of an investigation, the insurer should be
required to attach to its decision the date and location of the investigation, as well as a picture from the investigation,
which allows verification of the policyholder’s identity.

The circular requires that insurance companies create a list of medical consulting service providers, including
specialized physicians with appropriate geographical distribution who are not employees of the insurance company
(“Medical Consulting Service Provider”). A doctor will be selected from the list in a random and cyclical manner, and
any provider of medical consulting services who chooses to do so may be added to the list, in accordance with the
rules specified in the circular.

The circular includes an option to refer policyholders, as part of the investigation of their claims, for medical
examination by a company physician or by a provider of medical consulting services, in the Company’s discretion.
Appeals against the medical opinion will be heard a medical committee (which will include physicians from the list of
medical consulting service providers, and insofar as the policyholder has so requested - also including a physician on
their behalf). Appeals against the decisions of the medical committee will be heard by a medical appeals committee,
which will be coordinated by a private company or hospital.

The application date of most of the circular’s provisions was September 1, 2021, and they apply to loss of working
capacity claims which are first received by an insurance company after the date of the circular’s entry into effect.

The described processes, provisions and restrictions set forth in the circular with respect to the settlement of loss of
working capacity claims are expected to have an impact on the entire claim settlement process with respect to loss
of working capacity claims, both from the operational perspective, and on all matters associated with claim
settlement and the tools which will be available to the insurer to ascertain its liability, and as a result, are expected
to increase claim settlement costs. However, the Company is unable to estimate the full impact at this preliminary
stage of the adoption of the circular, or the intensity thereof.

The information presented on all matters associated with the possible implications of the circular regarding the
settlement of loss of working capacity claims, as described above, constitutes forward looking information, which
is based on assumptions and estimates made by the Group, and actual results may differ significantly from the
forecast, and depend, inter alia, on the manner of actual implementation of the circular’s provisions, and the
implications of the loss of working capacity claim settlement process, including with respect to claims which will
be settled after the application date, based on policies which were marketed and priced before the circular entered
into effect.
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C. Personal accidents circular

The provisions of the personal accidents circular, which was published in June 2020, include a provision stipulating
that coverage for accidental death and accidental disability will be marketed in accordance with the provisions of that
circular. The provisions of the personal accidents circular impose burdens on the process of selling accidental death
and accidental disability policies, both with respect to obligations will apply to the entity performing the activity of
addition to insurance, and in light of the complexity of the sale process itself. As of the publication date of this report,
updated tariffs for accidental death and accidental disability policies which are adjusted for the provisions of the
personal accidents circular have not yet been approved for Clal Insurance (and, to the best of its knowledge, they
have also not been approved for most of the other companies). There is uncertainty regarding the approval of tariffs
for the sale of these coverages, and regarding their amount, if approved. In light of the above, as of the reporting
date, Clal Insurance (and, to the best of its knowledge, most of the competing companies) is not marketing individual
policies offering coverage for accidental death and accidental disability.

For additional details regarding the consequences of the personal accidents circular, including a provision stipulating
that coverage for accidental death and accidental disability will be marketed in accordance with the provisions of the
personal accidents circular, see section 8.1.2.1(c) below.

Other

Discontinuation of increase in the tax benefit upon withdrawal of pension annuity (amendment to amendment
190)

In May 2012, the Amendment to the Income Tax Ordinance (No. 190 and Transitional Provision) Law, 2012
(“Amendment 190”) was enacted, which included, inter alia, the expansion, over time, of the tax benefits which are
given upon the withdrawal of funds in annuity savings channels. Amendment 190 resulted, over the years, in a certain
increase in the retention of funds designated for compensation and accrued funds in provident funds of members
who passed away. The Company estimates that the increase of the tax benefits for annuities also led to an increase
in the rate of annuity takers. In accordance with the amendment 190, an increase in the tax benefits was expected,
over a certain period; however, in the state budget for the years 2023-2024, it is proposed to cancel the continued
increase of the tax benefit for pension funds, and the additional tax benefit, which was expected to apply beginning
in 2025, will be canceled, and it will remain at a rate of 52%, and will not increase to 67%, as originally determined.
The Company is currently unable to assess the effect of this proposal, if and insofar as it is accepted as a binding
directive, although it could affect the continued accrual of relevant monies in the funds.

Competition

The competitive conditions in the operating segment and names of the significant competitors in the segment

This segment involves intense competition between all of the institutional entities, both during the stage of joining
the pension product and during the savings period, in connection with mobility and maintaining existing accruals
between the various institutional entities. There is also competition, regarding policyholders and members who are
approaching the time when they will begin receiving the annuity, over the product from which they will receive the
old age annuity.

The competition over joining pension funds is intensifying in light of the provisions regarding transferring while
joining, according to which, when a member joins a new pension fund, and so long as the member has not requested
otherwise, the savings funds which are available to them in inactive accounts in other new pension funds will be
transferred to the new pension fund which they have requested to join, while maintaining continuity of insurance
(hereinafter: “Transferring While Joining”).
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The combination of the provisions regarding transferring while joining pension funds, with respect to members who
joined in the past, and who will join pension funds in the future, together with the default funds, resulted in the past
in a significant increase in the scope of assets of the default funds, at the expense of the other entities which are
engaged in the market, and adversely affected market shares, accruals and the rate of management fees which are
collected in the pension funds that are managed by Clal Pension and Provident Funds (inter alia, because the rate of
management fees in inactive accounts which are transferred to other pension funds is significantly higher than the
rate of management fees which is collected from inactive monies which are transferred to the pension fund which is
managed by Clal Pension and Provident Funds).

Since August 2020, monetary transfers between provident funds for investment have also been allowed.

As stated above, the continued growth of members’ requests to transfer to pension funds proximate to their date of
retirement could also have a significant impact on the Company’s business results. This trend is affected, inter alia,
by the provisions of the Crediting of Returns Regulations and the guaranteed returns mechanism in pension funds.

The information presented on all matters associated with the consequences described above constitutes forward
looking information, which is based on assumptions and estimates made by the Group as of the publication date
of the report. Actual implementation may differ significantly from the forecast, which depends on the competitive
conditions; the conduct of the competing institutional entities; the preferences of members and policyholders and
their conduct with respect to their products; the implications of other legal provisions in the segment; and their
combined impact, together with the aforementioned provisions.

Presented below are details regarding the competitive conditions which affect addition to pension products, and the
mobility of the pension products which are managed by the Group’s institutional entities. For details regarding the
transfer of funds from and to the Group’s institutional entities in long term savings branches during the years 2020
to 2022, see section 6.4.5 below.

Life insurance, pension and provident products are partially alternative products with specific emphases in each of
them. In light of a series of reforms in the segment, which reduced the variability between the products, and gave
preference to annuity products, the cancellation of the guaranteed factors in the insurance funds, the relatively low
cost of the insurance coverages in the pension fund, the management fees which are collected, the guaranteed
returns on some of the assets in the pension funds, and the creation of default funds, pension funds are the main
product which is being marketed to the general public. For details regarding trends in supply and demand during the
reporting year, see section 6.1.4 above.

Insurance products which do not receive tax benefits, such as individual policies or pension savings funds which
became liquid, as well as provident funds for investment, are products which also compete amongst themselves and
against other investment products which are also marketed by financial entities that are not entities overseen by the
Commissioner, mostly including banks, portfolio managers and mutual funds.

The competition in the segment is focused on returns, on existence or absence of annuity or guaranteed return
factors, the amount of the management fees (and the given discounts), the insurance coverages and the costs thereof,
the service level, and supplementary insurance solutions.

In accordance with the Commissioner’s publications, as of December 31, 2022, the Group is the fourth largest in the
life insurance branch, the third largest in the pension fund branch, and the fifth largest in the provident fund branch,
and in total, the Group is the third largest in the pension market, in accordance with the scope of managed assets, as
defined by the Commissioner.
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The competition in risk and loss of working capacity products takes place between the various insurance companies,
and is focused on the given tariffs and discounts, due, inter alia, to the significant similarity between the terms of the
products (on this matter see, inter alia, the provisions regarding the determination of tariffs in risk insurance, as
specified in section 6.1.2.1 above). Additionally, pension funds which include survivors insurance (in case of the
member’s death) and disability insurance also constitute competition to the risk and loss of working capacity
products, as a supplementary product to managers insurance.

The competition between the products in the segment intensified due to the combined impact of regulatory changes
which were made in recent years, including the creation of default pension funds (for details, see section 6.2.1(a)
above), the trend of unification between the different products, the removal of operational barriers which delay
money transfer processes between the institutional entities, such as the creation of the pension clearing house and
the increased use thereof (see section 6.2.1(b) above), the addition to insurance circular3, and the removal of barriers
to mobility. Additional factors which affected competition include the entry of new players into the market, and their
stronger position, as well as the continued trend of preference for the pension product, and the discontinuation of
sales of risk insurance products under managers insurance.

The competition over the aforementioned products was reflected, inter alia, in the retention ability, in returns, in the
amount of collected management fees and in commissions paid to agents. For additional details, see Part B of the
Report - Board of Directors’ Report, section 2.2.1.1.

Additionally, during the reporting year there was a trend of acquisition of insurance agencies by institutional entities,
which may result in strengthening of their sales branches. For details regarding the acquisition of Newcom Agency by
Clal Agency Holdings, a subsidiary of the Company, see section 10.8 below.

The credit card companies also created, for the first time, insurance agencies owned by them, which use the data of
their customers, in accordance with the terms which were determined by the Commissioner. To the best of the
Company’s knowledge, at this stage these agencies do not market long-term savings products, although some market
financial savings products. The Company is unable to estimate the impact of the entry of the credit card companies’
insurance agencies open the market for long term savings products.

1) Life insurance branch

Approximately 95.1% of the life insurance market, in terms of gross premiums earned, is controlled by the five large
insurance companies (Clal Insurance, Migdal, Harel, Menorah and Phoenix). Clal Insurance primarily competes against
these insurers, against pension funds and against provident funds which provide alternative products and vis-a-vis
financial entities. Clal Insurance also competes in the individual insurance segment against the other insurance
companies and against financial entities.

3 The circular regarding addition to insurance, which regulates the conduct of insurance companies and insurance agents when
adding an insurance applicant to an insurance plan, included the determination, inter alia, of provisions regarding the process
of tailoring the insurance to the customer’s specific needs, by querying on the Insurance Mountain website in order to receive
information regarding the policyholder’s additional insurance policies through other companies; and provisions prohibiting the
addition of an insurance applicant to individual insurance which provides compensation, when the policyholder has another
policy which provides compensation for an insurance event, except in exceptional cases and/or with the policyholder’s consent.
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Distribution of premium rates between insurance groups and
companies in Israel in the life insurance branch as of September 30,

27.0%
4.9%
7.6%
H Clal Insurance Menorah
M Harel Migdal 18.1%
B Phoenix B Others

Distribution of premium rates between insurance groups and companies
in Israel in the life insurance branch as of September 30, 2021

30.6%
52%
M Clal Insurance Menorah
M Harel Migdal 7% 20.0%
M Phoenix M Others

*  The scope of premiums in the life insurance branch reflects the premiums which are paid with respect to all policies which are

in effect and which were sold over the years, and changes therein do not necessarily indicate a change in supply and demand
during the reporting year.

2) Pension funds branch

According to the Group’s estimate, Clal Pension and Provident Funds competes against the chosen default funds and
the managing companies of the large funds, Mivtachim (Menorah) and Makefet (Migdal), and Harel Pension and
Phoenix Pension. As stated above, the process of selecting the default funds included the selection of four competing
pension funds, including two new pension funds, which commenced activity in 2022.

During 2021, two transactions were closed which involved the acquisition of managing companies of chosen pension
funds, and the merger thereof with managing companies operating in the market. On the other hand, the process of
selecting default funds (see section 6.2.1(a) above) included the entry of two new competitors into the market. In
general, more competitors lead to increased market competition.
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Distribution of asset rates in new pension funds between insurance groups
and companies in Israel as of December 31, 2022

47% ?-2% 16.2%
42% _

H Clal Insurance Migdal
M Harel Altshuler Shaham 16.0%
M Phoenix Ayalon

Menorah B Mor 30.7%

10.2%

Distribution of asset rates in new pension funds between insurance groups
and companies in Israel as of December 31, 2021

4.4% 16.7%

M Clal Insurance Migdal
M Harel Altshuler Shaham 15.8%
B Phoenix Meitav DS

Menorah

3.4%

The growth in the Company’s market share was due to growth in new members joining the pension fund managed
by the Company, the growth in incoming transfers, and the decrease in outgoing transfers. The above was due to the
improvement in the Company’s position, in terms of returns and service.
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3) Provident funds branch

As of the reporting year, the competition in the branch takes place primarily against the other provident funds for
savings. According to the Group’s estimate, its main competitors are Altshuler Shaham, More, Meitav DS, Harel,
Phoenix, Menorah and Migdal.

Distribution of asset rates in provident funds between private
entities and insurance groups in Israel as of December 31, 2022

7.9% 16.7%

6.8% 8.5%
10.2%
10.0%
5.3%

8.7% 22.3%

3.6%

Distribution of asset rates in provident funds between private
entities and insurance groups in Israel as of December 31, 2021

43%  16.1%

5.9%

9.9%

519 8.6%

T.T%

3.3% 0%

6.3.2. Methods for dealing with competition and factors affecting the Company’s competitive position

Dealing with competition in this operating segment takes place on several levels:

. Synergy between the Group’s member companies - provision of integrative solutions to customers in all long
term savings channels.

e  The use of regulatory changes, in order to receive exposure to potential new customers, and to add them as
customers.

° Increased operational efficiency - through the improvement of work methods and the improvement of
automation systems. For details regarding the improvement of automation and digitization systems, see section
10.10.3.2 below.

o Retaining customers in the existing portfolio and improving customer service — by digitization, activating
designated units to handle an issue, creating designated service hotlines, including claims hotlines and
employers’ hotlines, while presenting a range of existing possibilities in the Group to the customer.

. Expansion of the customer base, both by expanding the distribution channels, including directly, and by
increasing the sales volume, product types, and the scope of insurance coverage to existing customers.
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Maintaining a significant scope of activity, and expanding it based on the operations network and the output
database.

A professional and highly skilled investments unit, which aims to achieve maximum returns for policyholders
and members, through informed risk management.

Expansion of the distribution and marketing units, both direct and through agents, by conducting sales
promotion campaigns, improving service to agents (including technological improvement in interfaces vis-a-vis
agents, and the provision of digital service), recruiting new agents and buying agencies.

Branding and positioning of the Group.

Innovation, development of products and adjustment of product to the needs of customers and to changing
market conditions, under the regulatory restrictions.

Competitive tariffs.

The main factors affecting the Company’s competitive position include:

Many years of experience in the life insurance and long term savings segment.

The Group’s reputation in the segment.

Business ties with distribution and consulting entities over years.

Direct distribution network.

The variety of pension products which are sold under one roof.

Financial stability.

Returns achieved on savings funds, as compared with the returns of competing entities.

The service given by the Company to customers and agents, and the claim settlement method.

Transparency and price - as part of the Commissioner’s policy in recent years, significant reforms have been
promoted which pertain to transparency, tariff reductions, and increasing competition. These reforms are
affecting, and will continue to affect in the coming years, the long term savings segment and the profitability
thereof.

Competitive barriers - for details regarding the lifting of barriers to entry to the market and to the entry
of competitors, see section 10.3.1.2 below.

Customers

The main types of customers in the long term savings segment include employers, members, individual policyholders,

self-employed workers and collectives.

In this segment, the Company is not dependent on any individual customer, or on a limited number of customers. The

Company does not have individual customer whose income constitutes 10% or more of the Company’s total income

in the consolidated reports.
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6.4.1. Distribution of Company customers in the life insurance branch by premiums in the years 2022 and 2021

2022 2021
e Gross premiums Proportion of total Gross premiums )
. ) Proportion of total sales
(NIS in thousands) sales (NIS in thousands)

Members and

i 5,049,512 74% 4,688,233 73%
salaried employees
Private and
independent 1,720,889 25% 1,637,458 26%
policyholders
Collectives 74,046 1% 61,375 1%
Total 6,844,447 100% 6,387,066 100%

Distribution of customers in the life insurance branch by gross premiums in 2022

25%

B Members and salaried employees
H Individual and self-employed policyholders
M Collectives

Distribution of customers in the life insurance branch by gross premiums in 2021

B Members and salaried employees
M Individual and self-employed policyholders
M Collectives

6.4.2. Redemptions in the life insurance branch

In the life insurance branch, the redemption rate from the average reserve during the reporting year was 1.7%, as
compared with 1.5 in 2021.

6.4.3. Distribution of the Company’s customers in the pension funds branch by contributions for the years 2022 and 2021

2022 2021
Customer type Contributions Proportion of total Contributions Proportion of
(NIS in thousands) sales (NIS in thousands) total sales
Salaried employee
8,048,339 96%
members 6,625,198 96%

Individual and
self-employed 372,088 4% 308,395 4%
policyholders

Total 8,420,427 100% 6,933,593 100%




Clal Insurance Enterprises Holdings Ltd.

Part A - Description of the Corporation’s Business

Distribution of customers in the pension fund branch by contributions in 2022

M Individual and self-employed policyholders
B Salaried employee members through employers

M Individual and self-employed policyholders
M Salaried employee members through employer

Distribution of customers in the pension fund branch by contributions in 2021

6.4.4.  Distribution of the Company’s customers in the provident funds branch according to contributions in 2022 and 2021
2022
Contributions Central Contributions Provident Proportion of
and provident severance pay / deposits to funds for Total total
funds contributions study funds investment  contributions contributions
(NIS in (NIS in (NIS in (NIS in (NIS in (NIS in
Customer type thousands) thousands) thousands) thousands) thousands) thousands)
Salaried
employee 367,219 1,023 2,434,731 - 2,802,973 68%
members
Individual and
self-employed 276,282 - 279,463 792,656 1,348,401 32%
policyholders
Total 643,501 1,023 2,714,194 792,656 4,151,374 100%
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2021
Contributions Contributions Provident Proportion of
and provident Central severance / deposits to funds for Total total
funds pay contributions study funds investment contributions contributions
Customer (NIS in (NIS in (NIS in (NIS in (NIS in
type thousands) (NIS in thousands) thousands) thousands) thousands) thousands)
Salaried 452 1,537,963 - 1,860,779 52%
employee 322,364
members
Individual
and self- 740,576 - 183,722 818,513 1,742,811 48%
employed
policyholders
Total 1,062,940 452 1,721,685 818,513 3,603,590 100%

Distribution of customers in the provident fund branch by contributions in 2020

B |ndividual and self-employed policyholders

B Salaried employee members through employers

32%

Distribution of customers in the provident fund branch by contributions in 2021

B |ndividual and self-employed policyholders

B Salaried employee members through employers




6.4.5.

Clal Insurance Enterprises Holdings Ltd.

Information regarding the transfer of funds from and to the Group’s institutional entities in the long term savings

Part A - Description of the Corporation’s Business

branch during the years 2020 to 2022:3°

2022
NIS in thousands The Group'’s activity Total
Life insurance Provident funds Pension

Transfers to the Group from other entities
Transfers from other insurance

. 623,679 568,323 931,435 2,123,437
companies
Transfers from pension funds 196,693 197,986 6,459,007 6,853,686
Transfers from provident funds 522,942 8,599,996 116,013 9,238,951
Total transfers to the Group 1,343,314 9,366,305 7,506,455 18,216,074
Transfers from the Group to other entities
Transfers to other insurance

. 220,330 81,148 90,448 391,926
companies
Transfers to pension funds 1,064,923 76,941 3,728,497 4,870,361
Transfers to provident funds 801,679 1,613,659 272,952 2,688,290
Total transfers from the Group 2,086,932 1,771,748 4,091,897 7,950,577
Net transfers | (743,618) | 7,594,557 3,414,558 10,265,497

2021
NIS in thousands The Group’s activity Total
Life insurance Provident Pension
funds

Transfers to the Group from other entities
Transfers from other insurance 410,033 421,558 481,925
companies 1,313,516
Transfers from pension funds 220,647 276,502 4,443,228 4,940,377
Transfers from provident funds 326,748 5,999,456 43,481 6,369,685
Total transfers to the Group 957,428 6,697,516 4,968,634 12,623,578
Transfers from the Group to other entities
Transfers to other insurance 314,826 62,445 111,523

. 488,794
companies
Transfers to pension funds 804,076 34,749 3,297,783 4,136,608
Transfers to provident funds 856,484 1,506,735 275,410 2,638,629
Total transfers from the Group 1,975,386 1,603,929 3,684,716 7,264,031
Net transfers | (1,017,958) | 5,093,587 1,283,918 5,359,547

39

It is clarified that the information presented below does not include monetary transfers between the Group's institutional

entities.
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2020
NIS in thousands The Group'’s activity Total
Life insurance Provident funds Pension

Transfers to the Group from other entities
Transfers from other insurance

. 111,701 129,294 150,869 391,864
companies
Transfers from pension funds 66,408 81,039 1,982,382 2,129,829
Transfers from provident funds 62,339 1,089,713 34,134 1,186,195
Total transfers to the Group 240,448 1,300,046 2,167,385 3,707,879
Transfers from the Group to other entities
Transfers to other insurance

. 213,467 61,517 91,713 366,697
companies
Transfers to pension funds 478,118 40,145 2,811,681 3,329,944
Transfers to provident funds 710,211 2,393,677 245,006 3,348,894
Total transfers from the Group 1,401,796 2,495,339 3,148,400 7,045,535
Net transfers (1,161,348) | (1,195,293) | (981,015) (3,337,656)
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Non-life insurance segment

Products and services

Description of the insurance branches and the insurance coverages included in the segment

This segment includes the Group’s operations in the non-life insurance branches. The non-life insurance segment is
traditionally divided into 2 main categories: (a) property insurance and (b) liability insurance.

Operations in property insurance are considered characterized by “short tail claims”, due to the fact that the
obsolescence period is only three years after the occurrence of the insurance event, and due to the fact that these
claims are submitted, in most cases, during the insurance period. On the other hand, compulsory insurance and
liability insurance are considered characterized as “long tail claims”, due to the fact that the obsolescence period is
seven years after the occurrence of the insurance event, and due to the fact that the insurance claim does not become
obsolete so long as the third party claim against the policyholder has not become obsolete, and due to the extended
period of time which passes between the date of materialization of the cause of action against the policyholder, and
the date of the discovery and/or the filing date of the claim, inter alia, in light of the aforementioned obsolescence
period, and/or due to the time period which is required to investigate the claim. The obsolescence period of claims
for insurance benefits, in case of disability which was caused to the policyholder due to an illness or accident, will
begin on the date when the policyholder earns the right to claim insurance benefits in accordance with the terms of
the insurance contract.

Presented below is a review of the main branches which are included in the non-life insurance segment:
Compulsory motor insurance branch
A. General

Compulsory motor insurance is insurance which is compulsory for all vehicle owners or drivers to purchase pursuant
to the Motor Vehicle Insurance Ordinance (New Version), 1970 (hereinafter, respectively: “Compulsory Motor” and
the “Motor Vehicle Insurance Ordinance”), to cover physical injuries of the vehicle owner, any vehicle passengers,
and any pedestrians injured by the vehicle, due to the use of a motor vehicle, pursuant to the Road Accident Victims
Compensation Law, 1975 (the “RAVC Law”). The purchasing of this insurance is compulsory, and failure to do so
constitutes a criminal offense. The terms of insurance coverage are in accordance with the wording of the standard
policy which was established in the Control of Financial Services Regulations (Insurance) (Contract Terms in
Compulsory Motor insurance), 2010 (hereinafter: the “Standard Compulsory Motor Policy”).

In March 2021, the Authority published amendments to the Standard Policy - Compulsory Motor, within the
framework of the Control of Financial Services Regulations (Insurance) (Contract Terms in Compulsory Motor
insurance (Amendment)), 2021. The foregoing amendment entered into effect in September 2021. It was
determined, inter alia, that a copy of the insurance certificate can be sent as an electronic message; The collection of
expenses with respect to the issuance of new certificates of insurance, and with respect to changes to certificates,
was canceled; The obligation to return the original certificate when canceling the policy was canceled; Provisions
were established regarding the policy cancellation method; And an option was added to insure the vehicle for reduced
premiums in case of non-use for periods of 30 days or more. A standard policy of the “trader badge” type was also
added, providing specific dedicated coverage for the use of vehicles bearing the identification symbol “in testing”.

As of the reporting date, the amendment to the Standard Policy — Compulsory Motor had no significant effects on
the Company’s financial results.

This operating branch has several unique characteristics, including, inter alia:

Product uniformity: The scope of liability and the scope of coverage for physical harm corresponds to the provisions
of the standard compulsory motor policy, which determined binding standard phrasings.
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No fault principle: In accordance with the provisions of the RAVC law, the liability of the vehicle driver or of the
individual holding possession of the vehicle is absolute and total liability, with no need for proof of guilt.

Designation of cause of action: Any person who was injured in a road accident, and upon whom the RAVC law confers
cause of action, must claim their right in accordance with the RAVC law only, and is not entitled to claim their damages
in accordance with any other law. Any person who does not have does not have in accordance with this law may sue
the party that caused the damage through a tort claim. In general, the insurer of the involved vehicle is required to
cover the injured persons in the insured vehicle, and is not entitled to claim subrogation from the party which caused
or contributed to or exacerbated the damage, of the compensation which the insurer paid to the injured party.

Special methods of compensation: The RAVC law, and accordingly, the compulsory insurance policy, do not specify
the insurance amount, and the compensation due to physical injury is calculated in accordance with the RAVC law
and the regulations which were enacted in accordance therewith. These determine, inter alia, in contrast to the Civil
Wrongs Ordinance, the maximum compensation limit for the damage components which are not monetary damages,
and limit the wage losses which can be claimed to three times the average salary on the market. Except for the
aforementioned two heads of damage, the coverage is not restricted as to amount.

B. Special arrangements in the compulsory motor insurance segment

Several arrangements are in effect in the compulsory motor insurance segment which affect insurance tariffs, as
specified below:

(1) Residual insurance arrangement (arrangement through the “Pool”):

In light of the fact that, on the one hand, compulsory motor insurance is a legal obligation, while on the other hand,
there is no obligation to insure all parties who request to acquire such insurance, by virtue of the Motor Vehicle
Insurance Regulations (Residual Insurance Arrangement and Tariff Establishment Mechanism), 2001, the residual
insurance arrangement was established, which covers individuals using motor vehicles who did not obtain insurance
coverage directly from the commercial insurance companies (such as drivers with an insurance past indicating high
risk, drivers with a history of license revocations, high risk vehicles such as motorcycles, all-terrain vehicles and/or
additional vehicles which were rejected by the insurance companies). The residual insurance arrangement is based
on co-insurance of all of the insurance companies operating in the compulsory motor insurance branch, according to
which the aforementioned companies are required to participate in the residual insurance arrangement, and jointly
bear its losses or profits, in accordance with their share in the total premiums in compulsory motor insurance (the
“Compulsory Market Share”). The Group’s share in the residual insurance arrangement as of the 2022 underwriting
year amounted to a total of approximately 10.68%’, as compared with a rate of approximately 10.71% in the 2021
underwriting year.

The insurance companies finance their share in the residual insurance arrangement (within the framework of the

III

“pool”) by loading the residual insurance cost onto the other policyholders in compulsory motor insurance in the
insurance company through avenues other than residual insurance. Insofar as the loading component is insufficient
for the purpose of financing the insurance companies’ share in the residual insurance arrangement, they are required

to finance the loss in accordance with their share in the market.

40 The specified rate is a temporary rate which is based on the data for September 2022, as published by the Pool.
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The loading component which the insurance companies are entitled to collect since July 2020 is 5.5% to 8% of the
cost of pure risk* of the insurer’s compulsory insurance outside of residual insurance.

In November 2022, an amendment was published to the provisions of the consolidated circular in the compulsory
motor insurance branch, which reduced the net premiums in the Pool tariff, in light of the fact that the component
which is transferred to the National Insurance Institute will be collected by the Pool and the insurance companies as
a separate component, that in order to maintain the current tariff for the Pool’s insurants (hereinafter: the
“Amendment to the Consolidated Circular Regarding the Pool Tariff Due to the Reform in Subrogation
Arrangements with National Insurance”). The new tariffs of the Pool apply to compulsory motor insurance policies
which enter into effect beginning on January 1, 2023.

For details regarding the subrogation arrangement reform with the National Insurance Institute regarding compulsory
insurance claims, see section 7.1.1.1(d) below.

The Company believes that the amendment to the consolidated circular regarding the Pool tariffs following the
subrogation arrangement reform with the National Insurance Institute is not expected to significantly affect the
Company’s results.

On March 21, 2023, a draft circular was published regarding an additional amendment to the provisions of the
consolidated circular in the compulsory motor branch regarding the Pool tariff, in order to update the net premiums
in the Pool, so that it does not exceed the subsidization limit specified in the Motor Vehicle Insurance Regulations
(Residual Insurance Arrangement), 2001, and the Motor Vehicle Insurance Ordinance (New Version), 1970, and adjust
the premiums to the insured risk based on the recommendations of the statistical database operator in the
compulsory motor insurance branch, which were published as part of the final report assessing the cost of pure risk
in the compulsory motor insurance branch for 2020 (hereinafter: the “Draft Amendment To The Consolidated
Circular Regarding The Pool Tariff Following The Recommendations Of The Statistical Database Operator”). In
accordance with the draft, the circular is expected to apply to compulsory motor insurance policies which apply from
July 1, 2023 onwards.

Insofar as the draft amendment to the consolidated circular regarding the Pool tariff following the recommendations
of the statistical database operator are published as a binding directive, this could lead to an increase in the Pool
prices, and could consequently also affect tariffs in the market.

The Company’s estimates in connection with the amendment to the consolidated circular regarding the Pool tariff
following the subrogation arrangement reform with the National Insurance Institute, and due to the draft
amendment to the consolidated circular regarding the Pool tariff following the recommendations of the statistical
database operator, constitute forward looking information, which is based on estimates and assumptions as of the
publication date of the report, and actual results may differ significantly from the forecast, and depend, inter alia,
on the final wording of the draft amendment to the consolidated circular regarding the Pool tariff following the
recommendations of the statistical database operator, insofar as it is be published as a binding directive, and its
impact of market conditions.

41 “Cost of pure risk “ - The part of an insurance tariff which does not include profit, expenses and service provision costs,
excluding claim settlement costs. The cost of pure risk is based on the past claims experience in the insurance branch for
motor vehicles subject to compulsory insurance, plus an estimate of future payments with respect to those claims, and in
consideration of the trends which affect the prevalence and cost of claims, in accordance with section 7a of the Motor Vehicle
Insurance Ordinance (New Version), 1970.
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(2) Karnit Road Accident Victims Compensation Fund

Karnit Road Accident Victims Compensation Fund (“Karnit”) is a corporation which was established in accordance
with the RAVC law, for the purpose of paying compensation to eligible individuals in accordance with the RAVC law,
who are unable to claim compensation from an insurance company, due to one of the following cases: (1) Injury
caused by an uninsured vehicle; (2) Unknown insurer (such as “hit and run” accidents); (3) Insurer in liquidation
proceedings, or for which an authorized manager has been appointed.

The fund was financed by loading a rate of 1% of the net premiums® and of the fee component which is transferred
to National Insurance with respect to subrogation claims. This amount is transferred by the insurance companies to
Karnit.

(3) Liability regarding the provision of medical services -

In accordance with a legislative amendment from 2009, in which the insurance liability for the provision of medical
services which are included in the basket of services set forth in the Second Addendum to the National Health
Insurance Law, 1994 (hereinafter: the “National Health Insurance Law”) and in the Drugs Ordinance, in accordance
with section 8(g) of the National Health Insurance Law, due to physical injuries caused to road accident victims, was
transferred from the insurers to the health funds, the insurance companies collect a fixed rate of the premiums in
order to finance the cost of financing the cost of providing services to road accident victims (hereinafter: the
“Participation Amount”).

In August 2021, the Minister of Finance published the Damages for Road Accident Victims Ordinance (Financing Cost
of Service Provision), 2021, which included an update to the deductible amount which insurance companies collect
from policyholders to a rate of 12.66% of the premiums, beginning in January 1, 2022, instead of the previously
collected rate of 9.4%.

The insurers will continue being liable for the remaining medical services that are not included in the Second
Addendum to the National Health Insurance Law and in the Medicines Ordinance. The foregoing does not apply to
certain population groups, including, inter alia, soldiers and work accident victims, where the insurance liability to
cover their medical treatment expenses in case of a road accident remains with the insurers. The participation amount
is transferred to the health funds by the insurers, through Karnit and the National Insurance Institute.

C. Tariffs and oversight thereof, the statistical information database and the database to identify insurance fraud

in the compulsory motor branch

(1) Variables in the determination of tariffs in the compulsory motor branch and maximum fees

The insurance companies determine the premiums using variables which were approved by the Commissioner as
variables which an insurer will be entitled to use for the purpose of determining the tariff (hereinafter: the
“Variables”). The variables are intended to adjust the risk premium to the insured risk.

Maximum fees

42 Net (insurance) premiums - premiums which reflect the cost of risk, without external loading, such as expenses and
commissions.
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The consolidated circular establishes arrangements regarding the determination of premiums in the compulsory
motor branch, which an insurer is entitled to collect, and the manner by which they are to be submitted to the
Commissioner for approval. In accordance with the non-life insurance chapter in the consolidated circular, the risk
premium component in the compulsory motor insurance tariff (net insurance premiums) is standard for all
policyholders with the same characteristics at the insurer. The insurer is also entitled to collect premiums at a rate of
up to 18%* of the risk premium, which are intended to cover the insurer’s administrative expenses, agent fees and
profit. The insurer is entitled to provide discounts with respect to the fee component only, except for vehicle fleets,
regarding which the insurer is entitled to provide a discount also on the net insurance premiums (insurance premiums
less fees). On this matter — a vehicle fleet includes at least 40 vehicles under the same ownership and insured by the
same insurer.

(2) Databases
Statistical database -

In the compulsory motor insurance branch, a statistical database operates which is used to estimate the cost of risks
in the compulsory motor insurance branch, and which was created by virtue of the Motor Vehicle Insurance
Regulations (Residual Insurance Arrangement and Tariff Determination Mechanism), 2001.

The statistical database and the insurance fraud handling database, as specified in this section below, are managed
by third parties which are unrelated to the Company and the insurance companies (the “Database Operator”).

The database operator is authorized by law to collect information from insurers in the insurance branch, and to use
it to determine the cost of pure risk (the “Risk Tariff”). The risk tariff does not directly obligate the insurance
companies; however, the “Pool” tariff is determined by the Commissioner in reference thereto, and additionally,
constitutes a relevant indicator, from the perspective of the Commissioner, for the approval of the insurance
companies’ tariff. For details regarding the residual insurance arrangement, see section 7.1.1.1(b)(1) above.

Insurance fraud handling database -

In the compulsory motor insurance branch, an insurance fraud handling database is operated in accordance with the
Motor Vehicle Insurance Regulations (Creation and Management of Databases), 2004. The database, which
concentrates information from all insurance companies, is used to identify suspected cases of fraud in compulsory
motor insurance claims, and to prevent insurance fraud in the underwriting process in compulsory motor insurance
policies. The cost of financing the operation of the database applies to all insurance companies, in accordance with
the rules which were determined by the Commissioner. In accordance with the provisions of the consolidated circular,
in general, a certificate of compulsory motor insurance will not be issued for a private or commercial vehicle up to
3.5 tons, or for motorcycles, if the data were not verified through an online database query during the underwriting
process.

D. Subrogation rights of the National Insurance Institute

43 In November 2022 the Capital Market Authority published an amendment to the provisions of the consolidated circular
regarding the compulsory motor insurance branch, which increased the rate of fees in the compulsory motor insurance
branch, in a manner whereby, along with the reduction in net premiums (premiums without the medical expenses
component, Karnit, and beginning in January 2023, National Insurance subrogation claims), the status quo of the fee amount
will be maintained as it was prior to the change in the mechanism for settling accounts (hereinafter: the "Amendment to the
Consolidated Circular Regarding the Fee Rate”). For details regarding the subrogation arrangement reform with the National
Insurance Institute regarding compulsory insurance claims, see section 7.1.1.1(d).
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Pursuant to the National Insurance Law (Consolidated Version), 1995 (hereinafter: the “National Insurance Law”),
in the event that the National Insurance Institute has paid to an individual who is entitled to a stipend, based on
grounds which also constitute grounds for requiring a third party to pay compensation to that entitled individual, in
accordance with the Civil Wrongs Ordinance, or in accordance with the RAVC law, the National Insurance Institute
will be entitled to claim from that third party compensation for the stipend which it paid, or which it will pay
(hereinafter: the “Third Party”). The third party will be entitled to deduct from the compensation the stipends which
are being paid and/or which will be paid by National Insurance.

The third party which deducted, or which was entitled to deduct, any amount from the compensation which they are
required to pay with respect to payments which the National Insurance Institute is entitled to claim from them, must
report such amounts to National Insurance, and sanctions for non-reporting were established.

In March 2018, the Economic Efficiency Law (Legislative Amendments to Achieve Budgetary Goals for 2019), 2018
(hereinafter: the “2019 Economic Efficiency Law”) was published, in which changes were made to the mechanism for
the settling of accounts between the National Insurance Institute and the insurance companies, with respect to the
subrogation right of the National Insurance Institute from the insurance companies in claims by virtue compulsory
motor policies. In accordance with the legislative amendment, the specific subrogation arrangement mechanism was
canceled, according to which the settling of accounts is performed separately with respect to each claim, and instead
it was determined that the insurer will submit to the National Insurance Institute, each year, a fixed annual amount
to cover its liability with respect to all of the subrogation claims by virtue of compulsory motor policies both with
respect to the past period, from 2014, and from this point forward (hereinafter: the “New Subrogation Arrangement”
and the “Fixed Amount”). In June 2019, the Draft National Insurance Regulations (Transfer of Annual Amount from
Insurers to the Institution for Road Accidents), 2019 (hereinafter: the “New Draft Subrogation Arrangement
Regulations”) were published, which were intended to regulate the mechanism for determining the effective amount,
and to allow the entry into effect of the 2019 Economic Efficiency Law. Following a hearing which was conducted for
the insurance companies, regarding the draft new subrogation arrangement regulations, and the statements made
by the insurance companies in the hearing regarding difficulties in realizing the proposed arrangement with respect
to the past, the insurance companies and the National Insurance Institute, in collaboration with the Ministry of
Finance, reached an agreement according to which an agreement will be sighed between the National Insurance
Institute and the insurance companies, which determined that the insurance companies will transfer an advance
payment to the National Insurance Institute with respect to the settling of accounts for claims from the years 2014 to
2018 (hereinafter: the “Advance Payment Agreement with National Insurance”), while the arrangement which was
planned in the Economic Efficiency Law for 2019 will be amended by the Ministry of Finance such that the obligation
to pay a global amount for cases which occurred during the years 2014 to 2018 will be canceled, and instead, it will
be determined that beginning in January 2023 and thereafter, all insurers will be required to transfer to the National
Insurance Institute, with respect to road accidents, the following percentages of insurance premiums which will be
collected each year: with respect to road accidents during the years 2023-2024 - 10; and with respect to road
accidents during the years 2025 and thereafter - 10.95% (hereinafter: the “Amended Subrogation Arrangement”);
The amended subrogation arrangement will therefore only apply to future events beginning in 2023, while with
respect to the past, the parties will continue acting similarly to the situation which existed before the enactment of
the Economic Efficiency Law for 2019, and to settle each subrogation claim separately, unless the parties have reached
a different specific understanding on the subject (hereinafter, jointly: the “Understandings”).

Further to the foregoing, in November 2021, a legislative amendment was passed, pursuant to the Economic
Arrangements Law, which reflected the understandings described above between the insurance companies, the
National Insurance Institute and the Ministry of Finance, and in January 2022, Clal Insurance transferred an advance
payment to National Insurance, in accordance with the provisions of the Advance Payment Agreement with National
Insurance.
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The Company believes that the Understandings and the amendment described above, regarding the regulation of the
mechanism for account settlement with respect to road accidents between the National Insurance Institute and the
insurance companies, are not expected to have significant implications on claim settlement costs.

The information presented on all matters associated with the definition of the account settlement mechanism with
respect to road accidents between the National Insurance Institute and the insurance companies constitutes
forward looking information, which is based on the information that is available to the Company as of the reporting
date. Actual results may differ from the estimated results, and depend, inter alia, on the Capital Market Authority’s
approval of insurance tariffs in the future, and on the premiums which will be collected in the future.

(1) Interest rate for discounting National Insurance annuities

In June 2019, the conclusions of the inter-ministerial committee (which was formed by the Ministry of Justice and the
Ministry of Finance) on evaluating the subject of the discount rate for tort damages (hereinafter: the “Kaminetz
Committee Report”), were submitted. The Kaminetz Committee recommended, inter alia, that the discount rate for
tort damages which is used, among other purposes, to discount insurance benefits for policyholders, be kept at the
fixed rate of 3% for all injured parties (hereinafter: the “Determined Discount Rate”). The committee also
recommended to allow changes to the determined discount rate, according to an evaluation mechanism which will
be implemented once every two years, based on an evaluation of the returns which are received from investment in
AA rated corporate bonds, over a period of 25 years, during the half year preceding the aforementioned date. Insofar
as a deviation of over one percent in either direction has been identified, the interest rate will be updated by the
Accountant General (hereinafter: the “Update Mechanism”), except in extraordinary circumstances, as specified in
the committee’s recommendations. In August 2019, the Supreme Court gave a ruling regarding a specific case, which
accepted the main conclusions of the report and the Kaminetz Committee, kept the discount rate at 3%, and
determined that, until a legislative amendment has been enacted on the matter, the update mechanism will be
implemented for the purpose of evaluating a significant economic change requiring changes to the discount rate. It
was further determined in the ruling, with respect to the discount rates which will be used by insurers for the purpose
of discounting National Insurance Institute compensation from the policyholders, and for the purpose of paying
subrogation claims to the National Insurance Institute, that until the amendment to the Regulations, according to the
committee’s recommendations, the insurers’ consent to discount National Insurance Institute compensation from
insurance benefits for policyholders, according to a discount rate of 3%, will remain in effect. However, it was
determined that in light of the damage caused to the injuring parties (including the insurance companies), it is
presumed that, until the amendment to the Discounting Regulations, National Insurance will also have recourse to
the injuring party, through a demand according to a discount rate of 3% (hereinafter: “Subrogation Claims of the
National Insurance Institute”).

Insofar as a legislative amendment is passed which is consistent with the Kaminetz Committee’s report and the ruling
regarding the National Insurance Institute, as described above, the Company estimates that the foregoing will not
have a significant impact on its financial results.

The information presented on all matters associated with the interest rate for discounting National Insurance
annuities in accordance with the future legislative amendment due to the Kaminetz Committee’s
recommendations and the ruling regarding the National Insurance Institute, constitutes forward looking
information, based on the information which was available to the Company as of the reporting date. Actual results
may differ from the estimated results, and depend, inter alia, on the wording of the law which will be approved,
and on the future interest rate.

E. Outline regarding light-heavy clearing

In accordance with the RAVC law, each insurer is required to compensate the passengers who were riding in a vehicle
which was insured by it. The RAVC law further provides that, with respect to any person who was injured in an
accident outside of the insured vehicles, in an accident in which several vehicles were involved, the various insurers
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will be liable (without proof of guilt), jointly and severally, and amongst themselves the insurers will bear the burden,
in equal parts. In accordance with the RAVC law and the Compensation for Road Accident victims Ordinance
(Arrangements for Distribution of Burden of Compensation Between Insurers), 2001, exceptions were made to the
foregoing rule, which pertain to accidents between vehicles which are significantly different from one another, i.e., a
motorcycle and another vehicle, or a light vehicle and a heavy vehicle. In these cases, the division orders determine
the insurers’ “balance payments”, i.e., the indemnification which the insurers are entitled to receive from one another
with respect to these accidents, for the purpose of balancing out the burden of payment between the insurers, in
cases where the risk of the involved vehicles causing damage in a road accident is not clearly balanced. The Israel
Insurance Association operates a clearing system which is intended, inter alia, to transfer payments automatically
between vehicle insurers in compulsory motor insurance, with respect to the foregoing balancing payments. The
outline manager has the authority to serve as an arbitrator in cases where disputes have arisen between the insurers,
regarding the involvement of an insured vehicle in an accident. The arrangement was given a conditional exemption
from the approval of a restrictive arrangement by the Antitrust Commissioner until August 2020, which was extended
to August 2025, through a self-assessment mechanism, in accordance with the Antitrust Rules (Block Exemption for
Joint Ventures) (Transitional Provision), 2006. The conditions include, inter alia, the restriction of the system’s
operations to the aforementioned purpose only, the operation of the system by an independent entity which is not
related to the insurers, a prohibition against the transfer of information between the parties to the agreement, and
giving the possibility for each insurer to join the system.

Motor property insurance branch
A. General

The motor property insurance branch includes the Group’s activity in insurance to cover loss or damage of insured
vehicles and damages caused to third party property by the insured vehicles.

Motor property insurance provides a basket of insurance coverages, including: theft, fire, accidental collision,
overturn and accidents of any kind whatsoever, damages caused with malicious intent, and the policyholder’s liability
due to damage which may be caused to third party property as a result of the use of the vehicle during the insurance
period (“Third Party Insurance”). During the insurance proposal stage, the policyholder is entitled to choose coverage
through one of the following alternatives: (1) Comprehensive insurance; (2) Comprehensive insurance without theft
coverage; (3) Comprehensive insurance without accident coverage; and (4) Third party insurance only.

The premium tariff with respect to motor property insurance is generally differential, and was determined, inter alia,
in consideration of the vehicle’s characteristics (primarily the model of the insured vehicle, and its production year),
and the characteristics of its drivers (primarily the age of the main driver, drivers who are authorized to drive the
vehicle, the license period and the claims experience of the policyholder).

The motor property insurance branch is divided into two main categories:

A) Insurance for private vehicles and commercial vehicles weighing up to 3.5 tons, whose insurance policy is subject
to the terms of the standard policy, as determined in the regulations which were enacted on the matter (hereinafter:
the “Standard Motor Property Policy” and the “Motor Property Regulations”, respectively)

B) Insurance for vehicles which is not included in the first category (such as trucks, motorcycles, buses, forklifts and
all-terrain vehicles), he insurance policy for which is not subject to the terms of the standard motor property policy.

The standard motor property policy sets forth minimum terms and conditions for motor property insurance, which
the insurer is entitled to amend only if the amendment is in favor of the policyholder, or at the request of a vehicle
fleet owner. Expansions can be added to the scope of coverage given under the standard policy, with the
Commissioner’s approval.
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In June 2021, the Commissioner published an amendment to the Standard Policy — Motor Property - Provisions
Regarding the Oversight of Insurance Business (Contract Terms of Private Motor Insurance) (Amendment), 2020
(hereinafter: the “Amendment to the Standard Policy — Motor Property”). The Amendment to the Standard Policy —
Motor Property included the determination, inter alia, of provisions regarding compensation for advanced safety
systems which have been installed in vehicles; Updating the provisions which pertain to the reimbursement of
proportional premiums in case of cancellation of the policy by the policyholder, independent of the remaining
insurance period, and without a penalty; And an amendment to the insurance history report (a report which is used
for the purpose of purchasing insurance in the future) by raising the limit of claim income in the report, from 35% of
premiums to a total of NIS 5,000 above the deductible. It was further determined that claims which will be received
with respect to a subrogation rate over 75% will be excluded from the report. The amendment to the Standard Policy
— Motor Property entered into effect in December 2021.

At this stage, Clal Insurance is still unable to estimate the implications of the amendment to the Standard Policy —
Motor Property. This could lead to an increase in the prevalence of claims filed in motor property insurance in low
amounts, due to the non-receipt of information regarding accidents in low amounts which will not be included in the
insurance history report, and accordingly, it could increase claim settlement costs.

The Company’s estimate regarding the impact of the amendment to the Standard Policy — Motor Property
constitutes forward looking information, which is based on the information which is available to the Company as
of the reporting date. Actual results may differ from the estimated results, and depend, inter alia, on the conduct
of customers, competitors and agents, on the Commissioner’s approval of tariff updates, on claim settlement costs
and on the insurance tariffs which will be determined over time.

B. Special arrangements regarding the settlement of motor property claims

B1. Arrangement regarding loss adjusters

In order to increase efficiency and shorten claim settlement processes in motor property, and in accordance with the
provisions which were determined in the consolidated circular which is published by the insurance companies out of
the list of loss adjusters® (the “List of External Loss Adjusters”), at the policyholder’s request. In accordance with the
provisions of the consolidated circular, a proposed repair or an assessment by an external loss adjuster who has been
chosen by the policyholder out of the list of external loss adjusters (hereinafter: “External Loss Adjusters”),
constitutes a proposed repair, or an effective assessment, and will be binding towards the party, subject to the right
of the insurer and the policyholder to bring remarks towards external loss adjusters regarding technical matters.
Additionally, the insurer and the policyholder have the option to appeal the assessment, in accordance with the
arrangement set forth in the loss adjusters arrangement.

B2. Arrangement garages

In order to increase efficiency, reduce processing times and reduce prices involved in loss adjustment with respect to
motor property claims, the Company engaged with “arrangement garages” with respect to the repair of partially
damaged vehicles of policyholders (non-total loss). An arrangement garage is a garage which has engaged with the
Company in a service provision agreement as an arrangement garage, in consideration of discounts which are given
to the insurer (in replacement part prices and/or in work hour prices) and/or including an undertaking to make use

4 External loss adjusters include anyone who is not a home loss adjuster. Home loss adjusters are those who may have a conflict
of interests due to a special connection with the insurer, such as in case of a loss adjuster who is an employee of the insurance
group; a loss adjuster whose income is 30% or more comprised of loss adjustment and other businesses with insurers from the
insurance group; and a loss adjustment company in which the insurance group holds over 5% of the means of control.
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of replacement parts which are provided by it to the insurer, and which can be obtained at a reduced cost relative to
the “book price” on the market (hereinafter: “Arrangement Garage”). Clal Insurance allows its policyholders to
choose the garage where the vehicle will be repaired; however, it offers to its policyholders various benefits, such as
discounts on deductibles, in order to incentivize the policyholders to have their vehicles repaired in one of the
arrangement garages with which the Company has engaged. The policyholder has the possibility to agree, when
signing the agreement, that in case of an insurance event, the vehicle will be repaired at an arrangement garage, and
in exchange, the policyholder will also receive a discount on premiums, and other benefits upon the occurrence of
the insurance event (hereinafter: the “Select Garages Policy”).

B3. Proposed amendments as part of the process of settling motor claims

o Amendment to provisions regarding settlement of motor property claims

In August 2022, the Commissioner published a third draft of the circular regarding an “amendment to the provisions
of the consolidated circular - provisions in the motor property branch” (hereinafter: the “Draft Circular Regarding
Garages and Loss Adjusters”), which regulates the loss adjustment method for insurance claims in the motor property
branch, with respect to the engagement with loss adjusters and with garages, as well as various provisions regarding
the processes of policy marketing and loss adjustment.

With respect to garages, the draft includes, inter alia, provisions providing the possibility for any garage which
undertakes to fulfill the principles which will be determined the insurance company, and to sign a contractual
agreement with it, to serve as an agreed-upon garage, and to provide service to its policyholders, or to third parties
(hereinafter: “Agreed-Upon Garage”); The insurance company is required to conduct egalitarian negotiations
between garages with similar characteristics, and once it has signed an agreement with an agreed-upon garage, any
other garage, with similar characteristics, will be allowed to sign an agreement, in the same wording, the hourly rate
will according to the agreement between the agreed-upon garage and the insurance company; The cost of
replacement parts will be in accordance with a discount which the agreed-upon garage will undertake to give to the
insurance company, or the agreed-upon garage will undertake that the price of the replacement parts it supplies will
not exceed the price of the replacement parts which were purchased by the insurance company, or which may be
supplied by it, or will undertake to use the replacement parts which will be supplied by the insurance company, in
accordance with an agreement between the insurance company and the garage; an agreed-upon garage will not begin
repairing the vehicle without approval from the insurance company and the vehicle owner; It is prohibited for the
insurance company to engage with the agreed-upon garage in an agreement which limits the vehicle repair amount,
or the average vehicle repair cost; The insurance company may terminate the engagement with the agreed-upon
garage only after giving the garage an opportunity to stop the breach.

It is further proposed to determine that an insurance agent, garage or loss adjuster will not provide or receive any
commission or benefit, within the framework of and as part of the process of selecting a garage and repairing the
vehicle, and with respect to insurance agents, including through a claim management company or any other entity
involved in the process, including with respect to various consulting services.

It was further clarified in the draft’s explanatory remarks that in order to implement the proposed change to the
arrangement garages mechanism, and to allow competitive prices in the field of replacement parts, a supplementary
arrangement is required, which falls under the Ministry of Transport’s authority, and which will bring the prices of
the replacement parts specified in vehicle loss adjustment reports to the level of market prices (hereinafter: the
“Ministry of Transport’s Supplementary Arrangement”). For details regarding the expected arrangement in the car
replacement parts segment, see this section below.

With respect to loss adjusters, it is proposed to determine, inter alia, that when selecting a loss adjuster from the
database of loss adjusters offered by the insurance company (a loss adjuster whose decision will be binding towards
the insurance company, subject to a limited appeal process, as determined before a deciding loss adjuster), the
insurance company will be required to use the database of loss adjusters, which will be open to all loss adjusters who
meet the criteria specified in the draft (hereinafter: the “Loss Adjusters Database”); The insurance company will
engage with loss adjusters who are interested in being included in the loss adjusters database, through a contractual
agreement which will be the same as its contractual agreements with other loss adjusters who are included in the
database of loss adjusters with similar characteristics as the interested loss adjuster, including as regards the formula
which will be used to calculate the loss adjuster’s fees. The draft circular regarding garages and loss adjusters also
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includes provisions with respect to the number of loss adjusters who will be included in the loss adjusters database,
and the distribution thereof; and regarding the procedure which the insurance company will be required to
implement in order to remove a loss adjuster from the loss adjusters database, according to objective parameters
which were included in the contractual agreement.

It is further proposed to determine that the fees of loss adjusters in the database will be comprised of variable
component and a variable component, whereby the variable component will be at a non-negligible rate, and will
include taking into account service-related parameters, and parameters which are unique to loss adjusters, such as
years of experience and specialization in particular vehicle types.

It is further proposed to determine that a remark towards a loss adjuster, stating the that repair of the vehicle in
accordance with the repair proposal could adversely affect the car’s safety, or a remark stating that an identical and
obtainable replacement part is available, will not constitute a prohibited influence on the loss adjuster’s judgment.
In accordance with the draft circular regarding garages and loss adjusters, the process of selecting a loss adjuster from
the database will be performed by the policyholder out of a list of two loss adjusters, who will be chosen at random.
The repair proposal and loss adjustment report of a loss adjuster who has been selected from the loss adjusters
database, as stated above, will be the effective repair proposal and loss adjustment report, unless the insurance
company has appealed before a deciding loss adjuster, in accordance with the limited mechanism specified in the
circular.

It is proposed to determine that a loss adjustment report of a private loss adjuster which was selected by
an injured party in a third party claim may be an “effective loss adjustment report” if the third party acted
in accordance with the rules specified in the draft circular regarding garages and loss adjusters, while
providing the possibility for the insurance company to appeal the loss adjustment report in accordance
with the deciding loss adjuster mechanism.

It is further proposed to determine that the insurance company will be required to offer policyholders a plan, under
which it will be possible to choose any garage (as opposed to an agreed-upon garage), with no effect on the deductible
amount paid by the policyholder. The draft establishes various provisions regarding disclosure, transparency and
service level, including the publication of indicators of policyholder satisfaction with respect to agreed-upon garages
and with respect to loss adjusters from the database, and extensive provisions regarding disclosure, both before the
policy purchase date, and on the date of the claim. The draft also includes transitional provisions for the purpose of
creating the mechanisms which are required under the circular.

At this preliminary stage, Clal Insurance is unable to predict the full effect of the draft circular regarding garages and
loss adjusters, insofar as it will be published as a binding version, which could affect claim settlement costs in motor
property insurance in opposite directions, in light of the multiplicity of the proposed amendments, and their
cumulative consequences, including, inter alia, with respect to the possibility which is available to the insurance
companies, to provide the replacement parts to the agreed-upon garages, which could reduce the prices of
replacement parts; Providing the possibility for any garage to serve as an agreed-upon garage could reduce the
insurance companies’ ability to supervise, including with respect to fraud, and could derogate from the advantages
of size; The establishment of the loss adjusters database mechanism depends on the willingness of loss adjusters to
be included in the database, and on the availability of loss adjusters, and the entry into effect of the amendment
regarding car replacement parts, as specified below.

The information presented on all matters associated with the draft circular regarding garages and loss adjusters
constitutes forward looking information, which is based on the information that is available to the Company as of
the reporting date. Actual results may differ from the estimated results, and depend, inter alia, on the final wording
of the circular which will be published, on the conduct of suppliers, garages, loss adjusters, agents, customers, and
competing entities.

® Pricing of car replacement parts:

In light of the 2023 Economic Arrangements Bill, changes to the car replacement parts segment were approved in a
government decision from February 2023, in order to reduce the cost of living with respect to transportation products
(hereinafter: the “Amendment Regarding Car Replacement Parts”). Inter alia, it was determined to impose a
requirement on the Minister of Transportation, by virtue of her authority pursuant to section 153 of the Licensing of
Services and Professions in the Vehicle Branch Law, 2016, to present for discussion, to the advisory board regarding
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vehicle loss adjusters, within 30 days after the date when the 2023 Economic Arrangements Bill is passed, draft
professional directives which will replace the current list of professional directives for vehicle loss adjusters
(hereinafter: the “Directive”), whereby the directives will be amended such that the vehicle loss adjustment report
will include the market price of car replacement parts which are required for replacement or repair. In accordance
with the proposal, the “market price” will reflect the price which is expected on the preparation date of the loss
adjustment report regarding the sale of car replacement parts in a comprehensive and permanent framework
arrangement which will be implemented between a license holder garage or a replacement parts supplier, and a
licensed insurer, while taking into account the availability of the replacement parts, and whether they are obtainable
(hereinafter: “Framework Arrangement”), and provided that the insurer has submitted the information regarding
the framework arrangement to the preparer the of loss adjustment report.

Insofar as the amendment regarding car replacement parts is implemented, and the directive to vehicle loss adjusters
is amended accordingly, it is expected to lead to a decrease in claim settlements costs with respect to vehicle claims.

The information presented on all matters associated with the proposed amendment regarding replacement vehicle
parts and the amendment to the directive constitutes forward looking information, which is based on the
information that is available to the Company as of the reporting date. Actual results may differ from the estimated
results, and depend, inter alia, on the wording of the directive, on the cumulative results of the combination
between the amendment regarding replacement parts and the draft circular regarding garages and loss adjusters,
and on the conduct of replacement part providers, garages, loss adjusters, customers and competing entities.

e Arbitration mechanism regarding the settlement of subrogation claims:

In light of the 2023 Economic Arrangements Bill, approval was given, in a government decision from February 2023,
to establish provisions regarding increasing the efficiency of subrogation claim processes in motor property claims. In
accordance with the government decision, the Minister of Justice will be required to evaluate the possibility of
implementing legislative amendments such that it will be obligatory to conduct arbitration in order to resolve disputes
in connection with property damages in the vehicle branch, with the parties being the insurance companies and the
leasing companies (hereinafter: the “Compulsory Arbitration Mechanism In The Motor Property Branch”). It was
further determined that the arbitration mechanism will be based documents submitted online, and that the decision
will be made without a discussion, unless the arbitrator believes online or physical precision is required.

At this preliminary stage, in light of the preliminary nature of the arrangement, and before the determination of the
supplementary arrangements, Clal Insurance is unable to predict the impact of the compulsory arbitration mechanism
in the motor property branch, which depend, inter alia, on the structure of the mechanism which will be determined,
its composition, efficiency, procedural and evidence arrangements which can be given therein, the possibility to
appeal or object to its decisions, etc.

C. Entitlement to information and disclosure in the motor branch

C.1. Motor property database

Beginning in December 2013, the database created by the Israel Insurance Association and the Clearing Center of the
Insurance Companies Ltd. (the “Clearing Company”) is in operation, which primarily involves the registration of
historical vehicle accidents (hereinafter: the “Motor Property Database”). The information is available both to the
public of used vehicle buyers and to insurers who chose to join the database, and is intended for location of
information and transparency regarding accidents which occurred to used vehicles during the period prior to their
acquisition.

The Israel Insurance Association and the clearing company received an exemption from approval of a restrictive
arrangement from the Antitrust Commissioner, until February 2021, which was extended until August 2025 through
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a self-assessment mechanism, in accordance with the Antitrust Rules (Block Exemption for Joint Ventures)
(Transitional Provision), 2006.

As of the publication date of the report, the motor property database includes information from most of the insurance
companies which provide motor property policies in Israel, including Clal Insurance. Any insurer may join an
arrangement (i.e., submit data to the database, and submit queries), or leave the arrangement, once per year, by
giving advance notice of 90 days.

As of the publication date of the report, Clal Insurance makes use of the information stored in the motor property
database for the purpose of claim settlement and underwriting, in accordance with its requirements. The possibility
to make use of the information in the database reduces the information gaps in the market.

Liabilities insurance branch
In liabilities insurance policies, insurance is conventionally applied according to one of two coverage bases:

o Coverage on an occurrence basis - In these policies, the coverage is given for events which occurred during the
insurance period, when the claim can also be filed after the end of the insurance period, subject to a statute of
limitations.

o Coverage on a claims made basis - In these policies, the coverage is given based on the filing date of the claim, in
other words, for claims which were initially filed against the policyholder during the insurance period, even if the
cause of action against the policyholder materialized before the insurance period start date, provided that it was
created after a certain date which was specified in the policy.

The main insurance sub-branches in the liabilities insurance branch include:

o Third party liability insurance: This insurance is intended to cover the policyholder’s liability - generally liability in
accordance with the Civil Wrongs Ordinance - towards third parties (in case of a policyholder which employs
employees, the insurance does not cover liability towards the policyholder’s employees), due to accidental events
which caused physical injury and/or property damage, including resultant damage due to the accident, and which
took place during the insurance period (occurrence basis policy).

Third party liability insurance is sold as an independent product or as additional coverage within the framework
of other insurance policies, such as business and office insurance policies, home and condominium insurance
policies, and contract works insurance.

The premiums in policies of this kind are determined as a function of several variables, including the policyholder’s
activity type, the construction type of the business building, the scope of activities, the number of employees, the
presence of dangerous materials used in the business, the number of sites in which the policyholder conducts its
activities, adjacent businesses, the overall maintenance condition of the business, the liability limits requested by
the policyholder, the deductible and the policyholder’s claims history.

o Product liability insurance: This insurance is intended to cover the employer’s liability with respect to physical
injury and/or property damage to a third party, including resultant damage caused by a defect product which was
manufactured, imported or provided by the policyholder, after the product has left the possession of the
policyholder, and where a claim with respect thereto was filed for the first time during the insurance period, and
the insurance event itself occurred after the retroactive date which was determined in the policy (claims made
basis policy).

The policy is based on the Defective Products (Liability) Law, 1980, which imposes on the manufacturer (as
defined in the Law, which includes, for example, also an importer and/or supplier), liability for physical injury; and
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the Civil Wrongs Ordinance, which imposes tort liability on the manufacturer with respect to physical injury and
property damage.

The product liability policy can be purchased as an independent product or can be included, as additional
coverage, in a business insurance policy.

The premiums in policies of this kind are determined as a function of several variables, such as the policyholder’s
activity type, and the types of products which are manufactured, imported or provided by it, the scope of activities
(in accordance with the sales turnover of the business), the requested liability limits, the deductible amount, the
coverage period for claims which were first reported during the insurance period, but which refer to a specific
preceding date, the claims history, and the scope of territorial coverage (in Israel or including also exporting to
foreign countries), and the terms of reinsurance treaties.

o Professional liability insurance: This insurance is intended to cover the policyholder’s debt with respect to
physical injury and/or property damage caused to a third party and/or monetary damage caused to a third party,
as a result of a breach in good faith of professional duty, which is due to an action or omission which constitute
negligence, error or omission of the policyholder within the framework of the policyholder’s profession, for which
coverage was given in the policy, and for which a claim was first filed during the insurance period, and where the
insurance event itself occurred after the retroactive date which was determined in the policy (claims made basis
policy). The coverage in the policy is not limited to accidental events.

The premiums in policies of this kind are determined as a function of several variables, including: the area of
engagement, the scope of activities, the coverage period for claims which were reported for the first time during
the insurance period, but which refer to a specific date beforehand, the requested liability limits, the deductible
amount, the revenue cycle, the number of employees, seniority in the profession, claims history, during the
insurance territorial area and jurisdiction, and the terms of the reinsurance treaties.

o Employers’ liability insurance - This insurance is intended to cover the policyholder’s liability towards its
employees due to physical injury, which was caused to an employee during and due to the work at the
policyholder, due to negligence by the policyholder during the insurance period, as a result of an accident and/or
iliness (occurrence basis policy). The liability covered under this policy applies pursuant to the Civil Wrongs
Ordinance. Broader policies also cover the liability of the insured employer towards its employees, also pursuant
to the Liability for Defective Products Law.

Employer’s liability insurance is a supplementary product to the compensation paid by the National Insurance
Institute to a person who was injured due to a work accident or work-related illness, which, in the law, are
restricted by type and limited in amount. This policy covers the surplus exposure, beyond the National Insurance
coverage, and no more than the liability limit specified in the policy.

Employers’ liability policies may be acquired as an independent product or integrated as additional coverage in
the framework of other insurance policies, such as: policies insuring businesses, policies insuring apartments, and
contract works insurance policies.

Insurance fees in these types of policy are determined as a function of a number of variables such as: the number
of workers employed, the annual wages the employer pays, the business risk level according to its business, and
its claims experience. Additionally, the premiums are affected by the adherence to the safety policies applied by
the employer in the business, the general maintenance condition of the business, and the extent of its exposure
to dangerous materials, and the terms of reinsurance treaties.

o Directors and officers (D&O) liability: This insurance is intended to cover the legal liability of directors and
corporate officers with respect to monetary damages which were incurred due to an action or omission which
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they performed, or did not perform, in good faith, or due to negligence, subject to the exceptions specified in the
policy, by virtue of their status as corporate officers in the Company, and for which claims were first field during
the insurance period, while the insurance event itself occurred after the retroactive date which was determined
in the policy (claims made basis policy). The liability which is covered under this policy is by virtue of the Companies
Law and additional provisions of the law, which impose personal liability on officers including breach of their duty
of care and breach of fiduciary duty in good faith, which can be insured by law.

The insurance company will pay insurance benefits to the policyholder (the corporate officer), or will indemnify
the policyholder (generally the Company buying the coverage for its corporate officers), with respect to payment
which is paid to the corporate officer, and was entitled to do so by law.

The premiums in policies of this kind are determined as a function of several variables, including: The area of
activity, composition of shareholders, territorial exposure, financial stability, exposure to trading on stock
exchanges, liability limits, deductible amounts, coverage period for claims which were reported for the first time
during the insurance period but which refer to a specific time beforehand, the claims history and the terms of the
reinsurance treaties.

The professional liability insurance branch is almost entirely backed by reinsurance. after several years of
significant tariff increases and a decrease in the availably of insurance and in the liability limits which are sold, in
light of the policy of reinsurers, during the reporting year the final tariffs for policyholders stabilized, which still
remain high relative to the period preceding the reporting year.

e Amendment to the National Insurance Law (Consolidated Version), 1995
For details regarding amendments to the National Insurance Law, see section 7.1.1.1(d) above.
Property and others insurance branch

This branch includes several sub-branches, as specified below:

A. Apartment insurance sub-branch

This sub-branch includes apartment, contents and structure insurance, in various plans, of which the primary one
is a comprehensive apartment insurance plan. This sub-branch includes coverage for the policyholder’s apartment
against loss or physical damage which have been caused to the structure of the apartment or to its contents, due
to risks which are specified in the policy. This policy is subject to the minimum terms which were determined
within the framework of the Addendum to the Control of Insurance Business Regulations (Contract Terms
Regarding the Insurance of Apartments and the Contents Thereof), 1986 (hereinafter: the “Standard Apartment
Insurance Policy”). The terms of the standard apartment insurance policy can only be amended in favor of the
policyholder, and expansions can only be added to it with respect to the insured property and risks, the scope of
coverage and the types of liability insurance which are associated with the residential apartment (such as
employers’ liability insurance). The insurance is intended for residential apartments in the private sector and
includes, inter alia, apartment insurance policies for policyholders who took out mortgage-backed loans, some of
which were sold through agencies of mortgage banks, and in such cases, their premiums are restricted by the
Commissioner.

Clal Insurance offers several apartment insurance plans, which are differentiated from one another by the scope
of coverage and the premium amount. The premiums are for the most part differential, and are primarily derived
from the requested scope of coverage, the insurance amounts and the risk level.

In May 2022, a draft was published of the Control of Insurance Business Regulations (Contract Terms of Home
and Home Contents Insurance) (Amendment), 2022, in which it is proposed to amend the standard policy. The
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proposed amendment is due to uncertainty regarding the insurance coverage in case of collapse of buildings due
to causes other than earthquakes. In accordance with the draft, it is proposed to clarify that those cases will not
be included as part of the policy’s basic coverage, and it is further proposed to add the possibility of buying
extension for coverage with respect to significant accidental damage caused to the home, for any reason (save for
a limited number of specified exceptions), which is no less than 70% of the insurance amount.

At this preliminary stage, the Company is unable to estimate the draft’s impact. Actual results may be affected,
inter alia, by the final wording of the regulations, the willingness of reinsurers to insure the aforementioned
coverage, the pricing method, the scope of coverage, and the conduct of customers, competitors, distributing
entities and creditors financing mortgage loans in the market.

In May 2022, a draft was published in amendment of the circular regarding life insurance and building insurance
through housing loans (hereinafter: the “Draft Amendment to the Housing Loan Insurance Circular”), in which it
is proposed to allow insurance agencies which are owned by mortgage banks (hereinafter: the “Bank Agencies”),
which are currently allowed to market home insurance policies which include coverage for the building, plus
coverage for water damages only (without additional covers or extensions), to market coverage for third party
damage, and an extension for building insurance - “any reason coverage for significant damage”, according to the
wording proposed in the draft amendment to the standard home insurance policy, as specified above.

Insofar as the draft amendment to the housing loan insurance circular becomes binding, it is expected to increase
the ability of bank agencies to compete, although there is uncertainty regarding the willingness of reinsurers to
provide insurance coverage for third party damages and/or any reason coverage for significant damage, as part
of building policies through mortgages.

The Company’s assessments in connection with the draft amendment to the housing loan insurance circular
constitutes forward looking information, which is based on the estimates and assumptions of Clal Insurance as
of the publication date of the report, and actual results may differ significantly from the forecast, depending,
inter alia, on the final wording of the amendment, and on the conduct of bank agencies, other agents, customers
and competitors.

B. Other property insurance sub-branch

This sub-branch includes policies which are primarily intended for the business segment, and cover loss or direct
physical damage to the policyholder’s property, or to property with which the policyholder is associated, due to
risks which may be caused to the insured property, such as fire, lightning, and various other risks. In this sub-
branch, insurance policies for electronic equipment, mechanical-engineering equipment, mechanical breakdowns
and construction works (contract and construction works) are also sold, as well as cargo insurance in international
land transport (sea and air), marine insurance, terrorism damage insurance and various other types of insurance
(such as funds and trust).

The most common policy is business insurance - “extended fire” insurance, which is a policy for specific risks
included therein - covering damages which may be caused to the policyholder’s property, including fire and
lightning, explosion, collision, strikes, malicious damages, break-in and robbery. The policy also allows coverage
for natural disasters, including earthquakes. “Extended fire” insurance is provides coverage for the restoration of
the business, while providing reimbursement for the physical damage. Fire damages, including natural disasters
and earthquakes, are characterized by low prevalence but high severity, as compared with break-in damages,
which are characterized by high prevalence but low severity.

“Resultant loss” insurance coverage can be acquired as an addition to an “extended fire” insurance policy (loss of
profits) which is due to the physical damage that was caused to the policyholder’s property. Premiums in
“resultant loss” coverage are generally determined as a proportion of the insurance amount which was
determined in the policy, according to the activity type of the insured business, the scope of coverage provided
to it, and the requested indemnification period.
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The “extended fire” coverage can be expanded to “all risks supplementary” coverage (which covers all risks,
except for the risks which are excluded in the policy). For the most part, the expansion involves the payment of
an addition premium, and is in a limited amount. An “all risks industrial” policy is also available, which is sold in
special cases for specific risks, in which accidental damage to the policyholder’s property is covered, except for
the damages which are excluded under the policy.

In most cases, other property insurance policies are issued for a period of one year.

Guarantees sub-branch

This sub-branch mostly includes guarantee policies in accordance with the Sales (Apartments) (Securing
Investments of Apartment Buyers) Law, 1974 (the “Sales Law”), which are issued by Clal Insurance, which involve
an undertaking to indemnify the beneficiary with respect to the breach of the undertaking of the debtor and/or
the policyholder, towards it. Policies in accordance with the Sales Law are intended to secure the investments of
buyers of residential units whose construction has not yet been completed, in case the apartment seller is unable
to transfer to the buyer ownership or other rights to the apartment, as agreed in the sale agreement, due to the
fulfillment of one of the causes of action specified in the Sales Law. The wording of the policies in accordance with
the Sales Law which are marketed by Clal Insurance is adjusted, mutatis mutandis, to the provisions which were
published on the matter within the framework of the amendments enacted by virtue of the Sales Law. These
policies are issued these policies against collateral, and the insurance period in these policies is usually long
(several years may pass until the expiration of the policy, according to one of the alternatives under the Sales Law,
and until the cancellation of the coverage provided therein). The risk in the policies decreases as construction
progresses, until the transfer of possession of the property. The recognition of income with respect to these
policies is deferred over 3 years. In some of the cases where the Company sells policies pursuant to the Sales Law,
it also provides, in parallel, financing to the entrepreneur for the purpose of building the project.

The Company mostly provides loans to accompany residential construction, along with sale guarantees, in
collaboration with banks, with extra-banking entities, or independently. The Company also issues guarantees of
other types (performance guarantees and other autonomous guarantees) which are issued by the Company within
the framework of projects which it finances as part of construction financing, in a closed accompaniment format.*

In recent years Clal Insurance increased its activity in this sub-branch, inter alia, by engaging with Michlol Urban
Real Estate Renewal Solutions Ltd. (“Michlol”) in an agreement according to which Clal Insurance provided a credit
facility and Sale Law guarantees to Michlol for the purpose of its activity. For additional details, see section 9.2
below.

Clal Credit Insurance also issues guarantees, including, inter alia, guarantees of the tender, advance and
performance types, which are generally for periods of up to three years, to beneficiaries including government
authorities, government entities, municipalities or companies owned by them. At this stage, this activity is
immaterial.

D. Accident, illness and disability insurance sub-branch
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This sub-branch includes personal accidents insurance policies which are policies for set insurance periods of up
to 12 months, which provide compensation in case of death and/or disability (full or partial) due to an accident
and/or temporary loss of working capacity due to an accident, according to the chosen scope of coverage.

In 2021, due to the entire set of regulatory changes which apply to personal accidents insurance, and
particularly the personal accidents circular (which includes provisions intended to regulate the process
of sale and insurance coverage), Clal Insurance concentrated the sale of short-term personal accidents
insurance policies on cases in which the policy is excluded from the provisions of the personal accidents
circular, as part of the Health Division.

For additional details regarding the personal accidents circular and its implications, see section
8.1.2.1(c) below.

In the past, Clal Insurance insured students through personal accidents policies. In general, Clal Insurance is no
longer marketing these insurance policies since September 2016. The liabilities in personal accidents for students
policies are characterized as very long tail claim, due to the fact that the obsolescence period for minors begins,
at the earliest, when they reach age 18. Therefore, despite the departure from the operating segment of
marketing students personal accident insurance, Clal Insurance still has exposure to these policies.

Credit and foreign trade risks insurance branch

This branch includes insurance policies to cover credit risk in the local market and foreign trade risks abroad, which
are marketed by Clal Credit Insurance, and provide to its policyholders - companies which sell on credit in Israel
and abroad - coverage for commercial risks (insolvency and ongoing default) of the buyer from the insured
company (in Israel and abroad), as well as coverage for political risks (abroad only). Political risks include a general
moratorium declared by the state from which the payment of consideration to the policyholder was intended to take
place (the “Importing Country”); a prohibition against importing by the country of import, or cancellation of an import
license, which prevent the implementation of the agreement between the insured company and its customer; a
political event, or economic difficulty in the importing country, which prevent the transfer of the consideration and
non-payment of the consideration by a public customer in the country of import (i.e., the government or any local
authority or entity overseen by any of them).

The engagement with the policyholder is made through a basic insurance policy which constitutes the framework for
the engagement between the parties, and defined the terms of the insurance coverage. Under the basic policy, the
Company approved credit ceilings for the policyholder in varying amounts and conditions, in a specific underwriting
process for each individual customer of the policyholder which it approves. The policies in this branch are usually
short-term - one year, and are generally renewed automatically.

The policy grants stability to the policyholder by reducing lost debts and stability in cash flows, while managing the
credit risks of the policyholder’s customers and handling difficult to collect debts.

Additionally, based on the policyholder’s insurance policy, the policyholder can choose to receive factoring services
from banks or from other financial companies, and can also contact the financing entity of the policyholder (bank,
factoring company or any other entity), in order to increase the policyholder’s credit facility, by establishing the
financing entity as a beneficiary to receive insurance benefits under the policy.

The activity in the credit and foreign trade risks insurance branch is performed through Clal Credit Insurance, a
company controlled by Clal Insurance, which holds 80% of its shares, where 20% of the additional shares are held by
Atradius Participation Holdings SL (“Atradius Group”). An agreement is in place between the shareholders of Clal
Credit Insurance, which formalizes the Group’s business collaboration with Atradius Group as a strategic partner, and
allows Clal Credit Insurance to insure credit transaction in many countries (the agreement between the shareholders,
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including the amendments thereto, shall hereinafter be referred to as: the “Shareholders Agreement”). For details
regarding the shareholders agreement, which is renewable periodically, see section 10.17.3 below.

Main markets, trends and changes in supply and demand

The non-life insurance market was stable in terms of the scope of premiums during the reporting year, while
maintaining a mix of products which was similar to the corresponding period last year.

In accordance with the Commissioner’s publications, as of September 30, 2022, gross premiums in the non-life
insurance segment in Israel amounted, in the first nine months of 2022, to approximately NIS 20.9 billion, an increase
of 9% relative to the corresponding period last year.

Development of gross premiums in the non-life
insurance branch from 2020 to September 2022
NIS in billions
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2019 2020 2021 152021 1-92022

Presented below the distribution of gross premiums in the non-life insurance market in Israel, by non-life insurance
branches, as described in this segment, excluding the short term illness and hospitalization branch, as described in
the section regarding health insurance (section 8.1.1.1 below), with variability between the companies regarding its
inclusion in the health segment or in the non-life insurance segment, in January to September of 2022 and 2021:
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Distribution of gross premiums in the Israeli insurance market
by non-life insurance branches
January-September 2022

240%

17.3%

21.8%
B Compulsory motor Liabilities

B Motor property H Property and others
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Distribution of gross premiums in the Israeli insurance market
by non-life insurance branches
January-September 2021

23.68%
17.3%
23.1%
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B Motor property B Property and others

36.0%

In accordance with the Commissioner’s publications, as of September 30, 2022, loss in the non-life insurance segment
in Israel in the first nine months of 2022 amounted to approximately NIS 1.21 billion, as compared with income of
approximately NIS 1.24 billion in the corresponding period last year.

For additional details regarding the development of results in the non-life insurance segment in Clal Insurance, see
Part B of the Report - Board of Directors’ Report, section 2.2.2.
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Development of comprehensive income before tax in the non-life insurance segment in Israel
to September 2022 2020
NIS in millions

3,074

-1,206

2019 2020 2021 1-9 2021 1-8 2022

A. Compulsory motor insurance branch

Most of the insurance companies in Israel operate in this branch, which is generally characterized by a uniform
product, and by significant price competition. The demand in this segment is a result of the number of vehicles, which
gradually increases each year, in light of the fact that it constitutes compulsory insurance, and due to the competitive
conditions in the segment. The competitive conditions are affected, inter alia, by the entry of new players into the
market, and by regulatory intervention. The possibility of conducting a comparison of tariffs through the website of
the Capital Market, Insurance and Savings Authority, and through various digital means, which allow the use of price
comparison search engines in the market, is also contributing to the competitive environment.

Beyond pricing, which is affected by considerations of competition, the profitability in this branch may be affected,
inter alia, by changes in the number of road accidents, and the severity of injuries therein, by changes in the scope of
subrogation claims, and by changes in legislation and in case law which pertain to the branch.

The obtained profitability is affected by the underwriting results and by tariffs, and also by the results of the
investments, which are affected by changes in the capital market, changes in interest rates and inflation rates. The
aforementioned changes in interest and inflation rates particularly affect profitability in liabilities insurance and in
compulsory motor insurance, in light of the fact that these branches are characterized by a relatively high level of
reserves, due to the significant time difference between the premium receipt date and the completion of claims
handling. For additional details regarding the National Insurance subrogation arrangement, see section 7.1.1.1(d)(1)
above.

B. Motor property insurance branch

Most of the insurance companies in Israel operate in this branch, which is generally characterized by uniform products
with respect to private and commercial vehicles weighing up to 3.5 tons, and in significant price competition. The
increase in this segment is a result of the number of vehicles, which gradually increases each year.
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The profitability in this branch may be affected, inter alia, by various changes to the components, including the
underwriting policy, the number of vehicle thefts and road accidents, changes in the prices of replacement parts and
in repair costs, changes in standardization and in regulation, changes in the prices of new vehicles, prices of work
hours in garages, and damages due to natural disasters.

During the reporting year, the trend of changes for the worse in the profitability results in the branch continued. For
details regarding profitability results, see Part B of the Report - Board of Directors’ Report, section 2.2.2.

For details regarding regulatory changes in the motor property insurance branch which may affect the profitability in
this branch, see section 7.1.1.2(b) above.

C. Liabilities insurance branch

Most of the insurance companies in Israel operate in this branch, which features products with similar characteristics,
and significant price competition. The demand in this branch is a result, inter alia, of the legal situation, including case
law which was determined in connection with the interpretation of provisions of the law regarding physical injury and
property damage caused to third parties which are covered under the policies.

The profitability in the liabilities branches may be affected by the competition in the branch, regulatory changes, the
quality of underwriting and the degree of legal certainty. For additional details regarding the legislative amendments
which regulate the National Insurance Institute’s subrogation rights, see section 7.1.1.1(d) above.

For details regarding the impact of investment income on profitability in this branch, see subsection 7.1.2(a) above,
“compulsory motor insurance branch”, which has similar characteristics in this regard.

D. Property and others insurance branches-

The demand for the property branches, and the profitability thereof, may be affected, inter alia, by the rate of break-
ins, fires and water damages to apartments and businesses, and to damages due to natural disasters.

The demand in these branches may be affected by the competition in the segment.

Guarantee insurance policies are sold by insurance companies, and Sale Law guarantees are also issued through
banks. The demand for these insurance policies is affected, inter alia, by the development in the construction
segment, and by the alternatives which are evaluated by contractors, and may be affected, inter alia, by the economic,
political and security situation in Israel and abroad, by the status of the capital market and the quality of underwriting,
including assessment of the risks in the branch where the creditor operates, and determining the debtor’s repayment
ability. During the reporting year, the Company increased its activity in the Sale Law guarantees segment and in the
construction accompaniment loans segment. For additional details, see section 7.1.1.4(c) above.

E. Credit and foreign trade risks insurance branch -

The demand and profitability in the credit and foreign trade risks insurance branch may be affected, inter alia, by the
economical, political and security situation in Israel and abroad, by the state of the capital market, by the risk level in
the branch where the debtor operates, and by the state of competition in the Israeli credit insurance market.

Material expected changes in the Company’s share in the main markets, with respect to the main products and

services and the mix thereof, in consideration of, inter alia, the demand and seniority of current products.

In accordance with the data which are published on the Commissioner’s website, the Group is the fourth largest group
in the non-life insurance segment.
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According to the Company’s estimate, Clal Insurance’s share in the markets will be affected by the intense
competition in the segment, which will remain focused on the amount of premiums and on the provision of services
to policyholders, and also by the removal of regulatory barriers to entry, which resulted in the entry of new insurance
companies into this operating segment in recent years. For details on this matter, see section 7.2.1 below.
Additionally, changes to arrangements vis-a-vis providers (garages and loss adjusters) following the draft circular
regarding garages and loss adjusters may affect the market shares in the markets. For details on this matter, see
section 7.1.1.2(b3) above. For additional details regarding the effect of the competition, see section 7.2 below.

Clal Insurance is working on business growth, particularly in individual business operations, in a competitive and
aggressive business environment.

The Company’s estimates constitute forward looking information, which is based on the information which is
available to the Company as of the reporting date. Actual results may differ from the estimated results, depending,
inter alia, on the competitive conditions in the segment, on the manner of implementation of the regulatory
provisions, as well as the conduct of competing entities and license holders, and the impact on tariffs.

New products

During the reporting year, Clal Insurance did not market any significant new products.

Competition

Factors encouraging competition

The Company expects that the significant competition in non-life insurance, and particularly in the individual
branches, is expected to continue in the coming years as well. The losses which were recorded by insurance
companies in the motor property and compulsory motor branches during the reporting year and during the preceding
year required the companies to adjust the tariffs to the risk due to the ongoing increase in the prevalence and severity
of accidents, and due to the increase in the prevalence of thefts, due to the increase in the prices of replacement
parts. The aforementioned price increase, the removal of regulatory barriers to the entry of new companies in the
market, as specified in section 10.3.1.2 below, and reforms and regulatory directives which are specific to the branch,
as specified above and below, are also affecting the intensification of competition in the segment. Presented below
are factors which are affecting and encouraging competition in the segment:

e Transparency and price - In accordance with the Insurance Law, an insurer wishing to implement or change the
terms of an insurance plan, or the insurance premiums, is required to notify the Commissioner of such 30 working
days in advance, which the Commissioner has the authority to oppose. From time to time, the Company holds
discussions with the Commissioner in connection with the foregoing requests, including with respect to insurance
tariffs. In recent years, various directives have been published which are intended to increase transparency to
customers, both during the state of addition to insurance, and towards the end of the insurance period.

e Availability of data by digital means - In recent years, the Commissioner has promoted various provisions on the
subject of the transfer of information by digital means. As part of the above, an amendment to the addition to
insurance circular regarding “addition to insurance” entered into effect in 2018, which obligated the marketing
entity, when making inquiries regarding an insurance applicant’s needs, to check at the Insurance Mountain (a
platform concentrating information with respect to all of a policyholder’s insurance products at the insurance
companies) (except in excluded branches) whether the insurance applicant already has similar insurance products.
The availability of information facilitates comparison and increases competition in the market.

The Commissioner also promoted the reporting of claims experience in motor property claims to the Insurance
Mountain, with the aim of creating a central claims report, which will facilitate matters for policyholders who are
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required to submit a claims report for underwriting purposes, before joining insurance. The above has improved
the reliability of the data, removed operational barriers, and consequently increased competition.

e Sales - The Company operates a digital platform for the marketing of compulsory motor, motor property,
apartment insurance and individual cybersecurity products. The Company also operates a direct sale center for
these products.

e Calculators - Some of the competition in the segment is focused on competition over the amount of premiums.
On the website of the Capital Markets, Insurance and Savings Authority, a compulsory motor insurance calculator
is available which presents the insurance tariffs of all of the companies, which are determined according to the
relevant variables (of each company) to insure the vehicle for which a query is performed using the calculator (the
“Compulsory Motor Calculator”). The compulsory motor calculator allows interested parties to compare tariffs
for compulsory motor insurance between the companies. Additionally, on the aforementioned website, the
apartment insurance tariff calculator is published (“Apartment Insurance Calculator”). The apartment calculator
is intended to present comparative insurance tariffs of insurers, in accordance with the coverages given in the
standard insurance policy for apartments and their contents.

e Price comparison aggregators - in recent years, including during the reporting year, various aggregators have been
developed in the market, which are used by insurance agents and/or end customers as a comparative sales tool
for motor insurance. The aggregators allow the receipt of insurance price quotes from several insurance
companies in parallel, a feature which is increasing competition in the compulsory motor branch and in the motor
property sub-branch.

e Service and claim settlement - According to the Company’s estimate, in the coming years as well the competition
in the segment will continue to increase, and will also address additional components, beyond the pricing issue,
such as the issue of service and claim settlement. These data constitute an additional measurement tool available
to policyholders for choosing the insurance product. The Commissioner publishes, on the website of the Capital
Market, Insurance and Savings Authority, comparative figures regarding the claim settlement method of insurance
companies, as well as comparative figures regarding benchmarks for the evaluation of the service which is
provided by insurance companies to policyholders.

Clal Insurance has an application called “Clal Emergency Button”, which allows Clal policyholders to receive
emergency calls 24 hours a day in case of a vehicle accident, or in case of plumbing damages in an insured
apartment, at the push of a button. It is also possible to submit claims through the application, to check claim
status, to review the personal file, and to perform various actions with respect to the personal file. During the
reporting year, Clal Insurance began operating a service for policyholders to settle property damage claims in
apartment insurance in low amounts, and in the appropriate cases, through video calls, while shortening
processing times, and improving the efficiency of service.

The information presented on all matters associated with the possible implications of the development of
competition constitutes forward looking information, which is based on the Company’s estimates and
assumptions, and the actual results may differ significantly from the forecast, inter alia, due to the conduct of
competitors, distributors, providers, customers, and changes in regulatory conditions.

Removal of barriers to competition -
For details regarding the lifting of barriers to entry to the market, see section 10.3.1.2 below.

According to the Company’s estimate, the competitive conditions in the segment will continue in the near future as
well.
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Clal Insurance’s estimate in connection with the competitive conditions in the field, as specified above, partially
constitutes forward looking information, which is based on the information which is available to the Group as of
the reporting date. Actual results may differ materially from the estimated results, due to the reasons presented
above.

7.2.2. Competitive conditions in the operating segment

Most of the insurance companies in Israel are engaged in this segment.

Total gross premiums received in the non-life insurance segment of the Group amounted, as of September 30, 2022,
to approximately NIS 2,561 million, and constituted, according to the data in the financial statements of the insurance
companies as of September 30, 2022, which are published on the website of the Capital Markets, Insurance and
Savings Authority, approximately 12.2% of the activity in the market’s non-life insurance segment, as compared with
gross premiums at a scope of NIS 2,329 million, which also constituted approximately 12.2% of market activity in the
non-life insurance segment in the first nine months of 2021.

Distribution of premiums in the non-life insurance segment between insurance groups
and companies as of September 2022
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Distribution of premiums in the non-life insurance segment between insurance groups
and companies as of September 2021
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A. Individual branches

Most of the insurance companies sell most of the products in the segment in individual insurance branches
(compulsory motor insurance, motor property insurance and apartment insurance). Some only through agents, others
only through direct sale channels, and others through both channels. The market in the individual insurance branches
involves significant competition. The competition in the activity branches is increasing in branches where there is
uniformity between the products, and therefore, there is excess sensitivity to the tariffs in those products.

B. Business branches

Some of the insurance companies sell the business branch products. The competition in the liabilities and property
branches is affected by the general competition in the business insurance segment. The sale of these insurance types
requires specialization, and sometimes involvement of reinsurers in the specific risk.

The competition over large businesses is affected, inter alia, by the preparation of insurance tenders by customers,
and the involvement of consultants, and the capacity and pricing of reinsurance.

For an analysis of the Company’s business results in the individual segments and business insurance segments, see
Part B of the Report - Board of Directors’ Report, section 2.2.2.

Significant competitors in the segment

There is intense competition in vehicle and apartment insurance between all of the insurance companies which are
engaged in this segment. The entry into the market of insurance companies operating through a direct digital sales
platform, along with the trend of growth in the market share of direct platforms which are held by the traditional
insurance companies, as well as independent aggregators, have resulted in increased competition in the motor
insurance market, which had significantly worse results during the reporting year. However, during the reporting year
the competition in motor insurance decreased due to the need for insurance companies to increase premiums in
order to offset the losses in those insurance branches.

There is intense competition in the other products of non-life insurance (non-motor and apartment), mostly between
the traditional insurance companies. The Group believes that its main competitors in these products are the large
insurance groups: Harel, Phoenix, Menorah, Migdal and Ayalon.

In certain branches in the non-life insurance segment in Israel, there are significant competitors in the same branch.
In the credit and foreign trade risks insurance branch, the main competitor of Clal Insurance is ICIC - The Israel Credit
Insurance Company Ltd. Other competitors include Compagnie Francaise d’Assurance pour le Commerce Extérieur
(Coface), which began operating in Israel in 2015, and several foreign credit insurance companies which insure Israeli
companies in the credit insurance segment and which perform their sales activities through brokers.

During the reporting year there was a trend of acquisitions of insurance agencies by institutional entities, which could
result in the strengthening of their sales branches.

Methods for dealing with competition and factors affecting the Company’s competitive position

The Company deals with competition on several levels:

Improvement in pricing, underwriting and risk management methods - Data analysis using actuarial models, analysis
of current business data and basing operations on an extensive database, which provide a picture that allows
responding to market changes, including through differential tariffs and improvement of underwriting processes.
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Improved service to customers and agents - Inter alia, thanks to the operation of systems which enable the issuance
of policies at agents’ offices, technological improvements to interfaces vis-a-vis agents (such as a system which
enables the printing and direct mailing of policies, collaborations with motor insurance aggregators to streamline the
production process), and the provision of digital services.

Treaties with reinsurers - Clal Insurance has extensive, long term relationships with various leading and financially
strong reinsurers, the engagement with whom affects Clal Insurance’s management of insurance risks, risk appetite,
and ability to engage in insurance transactions.

Operational improvements - For the purpose of complying with the regulatory directives, Clal Insurance developed
IT tools in order to facilitate the agents’” work in the required actions. Clal Insurance also worked to improve work
methods, improve agreements with service providers, partial transition to digital mailing to policyholders, etc.

Products - Creation of designated products tailored to certain market segments and/or certain demographics, and
expansion of existing policies, and adjusting them to customers’ needs.

Marketing - Sales promotion through an extensive marketing campaign in various media, publications intended for
agents, publications in professional media, targeted campaigns, initiated visits of professional entities on behalf of
Clal Insurance at agent offices, professional conferences and professional training seminars. The Company operates
a digital platform for the marketing of compulsory motor, motor property, apartment insurance and individual
cybersecurity products. The Company also markets unique tracks in the comprehensive policy, including “Select
Garages” (for details, sees section 7.1.1.2(b2) above), “Clal Meterage” and “Clal Behave”.

According to the estimate of Clal Insurance, the factors which positively affect its status in the segment include: the
Group’s stability and financial soundness, which are particularly significant in long tail claim insurance branches,
professional specialization, the ability to offer a broad variety of solutions, and to tailor products to the customers’
requirements, including providing innovative and unique solutions in the segment, advanced policy production
systems in the individual branches, good relationships with reinsurers, including reinsurance treaties which allow the
Company flexibility in the receipt of various businesses, and high quality service to agents and customers.

Customers -
General

Customers in the non-life insurance segment include individual and business customers: the motor property and
compulsory motor insurance branches, and the apartment insurance sub-branch, primarily include individual
policyholders. The liabilities insurance branch, the property and others (excluding apartments) insurance branch, the
credit and foreign trade risks insurance branch, and the Sales Law guarantees and policies branch (in which the
apartment buyer is the beneficiary, and the contractor is the policyholder) primarily include business policyholders.

In some of the insurance branches in the segment, which are individual insurance branches, a significant component
of the sales aimed to collectives, including the compulsory motor insurance branch and the motor property insurance
branch.

Additionally, in the compulsory motor and motor property insurance branches, there are customers which are
companies that own vehicle fleets, including companies which are engaged in vehicle rentals / leasing companies.

The Group’s types of customers in the liabilities insurance branch are divided according to the insurance type: third
party liability insurance and employer’s liability insurance are intended both for the private sector (households and
condominiums) and for the business sector (businesses, corporations, local authorities and other institutional
entities). Directors and officers insurance, professional liability insurance and product liability insurance are intended
for the business segment only.
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insurance segment, in the years 2021 and 2022

A. Compulsory motor insurance branch

2022 2021
Customer type Premiums in thousands of Proportion Premiums in thousands of | Proportion of
of total
NIS NIS total sales
sales
Individual
policyholders (not 541,726 78% 449,461 75%
fleets or collectives)
Fleet - collective 152,945 22% 149,210 25%
Total 694,671 100% 598,671 100%

Distribution of customers in the compulsory motor insurance
branch by premiums in 2022

H Fleet - collective

M Individual customers and small business customers

22%

Distribution of customers in the compulsory motor insurance
branch by premiums in 2021

M Fleet — collective

H Individual customers and small business customers

B. Motor property insurance branch

25%

2022 2021
Customer type Premiums in thousands of Proportion Premiums in thousands of Proportion
of total of total
NIS NIS

sales sales
Individual
policyholders (not 680,335 72% 590,337 75%
fleets or collectives)
Fleet - collective 262,040 28% 199,918 25%
Total 942,375 100% 790,255 100%
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Distribution of customers in the motor property insurance
branch by premiums in 2022

28%

M Fleet - collective
M Individual customers and small business customers

Distribution of customers in the motor property insurance
branch by premiums in 2021

25%

H Fleet - collective
M Individual customers and small business customers

C. Liabilities insurance branch

2022 2021
Customer type Premiums, NIS in Proportion of Premiums, NIS in Proportion of total
thousands total sales thousands sales
Individual
policyholders and 173,174 36% 174,023 35%
small business
customers
Large business
customers and large 313,190 64% 324,267 65%
plants
Total 486,364 100% 498,290 100%

Distribution of customers in the liabilities insurance branch by
premiums in 2022

64%

M Fleet — Large business customers and large enterprises
B Individual customers and small business customers
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M Fleet - Large business customers and large enterprises
M Individual customers and small business customers

Distribution of customers in the liabilities insurance branch by
premiums in 2021

65%

D. Property and others insurance branch

2022 2021
Customer type Premiums, NIS in Proportion of Premiums, NIS in Proportion
of total
thousands total sales thousands
sales

Individual policyholders and 416,504 41% 417,063 45%
small business customers
Large business customers and 602,906 59% 514,441 559,
large plants
Total 1,019,410 100% 931,504 100%

M Fleet — Large business customers and large enterprises
M Individual customers and small business customers

M Fleet — Large business customers and large enterprises
B Individual customers and small business customers

Distribution of customers in the property and others
insurance branch by premiums in 2022

59%

Distribution of customers in the property and others
insurance branch by premiums in 2021
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Credit insurance branch
2022 2021
Customer type Premiums, NIS in Proportion of Premiums, NIS in AL
of total
thousands total sales thousands

sales
Business policyholders 132,210 100% 123,039 100%
Total 132,210 100% 123,039 100%

Dependence on customers in the segment, renewal rates and seniority

In the non-life insurance segment, the Group is not dependent on any individual customer or on a limited number
of customers.

The Group does not have any individual customer whose income in the segment constitutes 10% or more of the
Company’s total income in the consolidated reports.

The rate of individual policyholders who purchased compulsory motor insurance together with motor property
insurance in 2022, out of the total customers who purchased compulsory motor insurance in the Group, amounts
to approximately 82%. The rate of individual policyholders who purchased compulsory motor insurance together
with motor property insurance in 2022, out of the total customers who purchased motor property insurance in
the Group, amounts to approximately 92%.

Presented below are data regarding the renewal rate (customers who renewed policies in which the insurance
had terminated) in the mandatory motor insurance, motor property insurance branches and the housing
insurance sub-sector in 2022, 2021 and 2020 out of the total insurance fees in respect of policies that terminated
in 2022, 2021 and 2020, respectively:*®

Rate of renewals from Rate of renewals from total Rate of renewals from

Branch

total premiums with
respect to policies whose
conclusion date is in 2022

premiums with respect to
policies whose conclusion
date is in 2021

total premiums with
respect to policies whose
conclusion date is in 2020

Compulsory motor

insurance 78.4% 74.6% 70.7%
Motor property

insurance 77.6% 70.8% 69.4%
Apartment

insurance 91.5% 88.7% 85.4%

Presented below are data regarding premiums (NIS in thousands) which were paid by customers during the
reporting year, according to the number of years of seniority in Clal Insurance (according to the policy acquisition
and renewal date, in the compulsory motor insurance branch*’:

46
47

The rates are presented in terms of gross premiums.
For details regarding premiums which were collected by Clal Insurance in the non-life insurance segment during the reporting
year, see Note 5(d) to the financial statements.
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Premiums, NIS in thousands Proportion of total sales
Number of insurance
years (years of 2022 2021 2020 2022 2021 2020
seniority)
First insurance year (no
seniority) 242,598 215,432 227,789 34.92% 35.99% 42.82%
Second insurance year
(one year of seniority) 142,221 152,031 89,299 20.47% 25.39% 16.79%
Third insurance year
(two years of seniority) 115,578 60,765 59,069 16.64% 10.15% 11.10%
Over three years of
seniority 194,274 170,443 155,784 27.97% 28.47% 29.29%
Total 694,671 598,671 531,941 100.00% 100.00% 100.00%

e Presented below are data regarding premiums (NIS in thousands) which were paid by customers during the
reporting year, by number of years of seniority in Clal Insurance (according to the policy acquisition and renewal
date), in the motor property insurance branch:

Premiums, NIS in thousands Proportion of total sales
Number of insurance
years (years of 2022 2021 2020 2022 2021 2020
seniority)
First insurance year (no
seniority) 369,761 338,323 250,567 39.24% 42.81% 36.52%
Second insurance year
(one year of seniority) 227,685 154,067 135,701 24.16% 19.50% 19.78%
Third insurance year
(two years of seniority) 111,869 88,766 90,735 11.87% 11.23% 13.22%
Over three years of
seniority 233,060 209,099 209,128 24.73% 26.46% 30.48%
Total 942,375 790,255 686,131 100.00% 100.00% 100.00%

e Presented below are data regarding premiums (NIS in thousands) which were paid by customers during the
reporting year, by number of years of seniority in Clal Insurance (according to the policy acquisition and renewal
date), in the apartment insurance sub-branch:

Premiums, NIS in thousands Proportion of total sales
Number of insurance
years (years of 2022 2021 2020 2022 2021 2020
seniority)
First insurance year (no
seniority) 45,268 51,413 48,072 15.72% 18.43% 18.13%
Second insurance year
(one year of seniority) 40,666 36,292 29,230 14.12% 13.01% 11.02%
Third insurance year
(two years of seniority) 31,284 25,287 22,450 10.86% 9.06% 8.47%
Over three years of
seniority 170,737 165,979 165,379 59.3% 59.5% 62.38%
Total 287,955 278,971 265,131 100.00% 100.00% 100.00%

*  Details regarding customer renewals do not include data regarding policies which were sold through mortgage banks (old

portfolios) which entered run off beginning in 2005.
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Other

Arrangement regarding autonomous vehicles

In September 2020 the Authority published a consultation paper regarding required regulations for the era of
autonomous vehicles. Additionally, in February 2021 the Ministry of Justice published a request for public positions
regarding tort and insurance matters, in advance of the regulation of the use of autonomous vehicles. As part of these
publications, the public was requested to express its position regarding the desired arrangement outline, and
regarding the main questions in light of the expected transition to the use of autonomous vehicles.

In March 2022, the Amendment to the Traffic Ordinance (No. 130) Law, 2022, was published in the Official Gazette
(hereinafter: the “Amendment to the Traffic Ordinance Regarding Autonomous Vehicles”). The purpose of the
amendment to the traffic ordinance regarding autonomous vehicles is to create a normative infrastructure which will
allow transition from the trial stage of autonomous vehicles including a safety driver, to a stage of trial trips of
autonomous vehicles with no driver at all. The amendment to the traffic ordinance regarding autonomous vehicles is
intended to allow the trial use of vehicles for purposes of a public nature - transportation of passengers, including
paid, such as in shared transport, deliveries, and possible also for additional uses which may arise in the future, but
not for private use. It was determined, inter alia, that a condition for issuance of permit for the operation of an
autonomous vehicle will be that the petitioner must have a valid insurance policy pursuant to the Motor Vehicle
Insurance Ordinance, which has been purchased by the petitioner, which covers the operation of the autonomous
vehicle for which the permit is requested. The holder of a permit for operation of an autonomous vehicle will not be
entitled to purchase an insurance policy from the Pool (for details regarding the Pool, see section 7.1.1.1(b)(1) above).
However, during the three year period beginning from the date of the application for an operating permit pursuant
to the law, until the end of three years after that date, a permit holder who did not obtain insurance coverage directly
from an Israeli insurer will be entitled to purchase an insurance policy in accordance with the requirements of the
Insurance Ordinance, from the Pool. Additionally, the Minister of Finance, following consultation with the
Commissioner of Capital Markets, Insurance and Savings, who evaluated, inter alia, the availability of insurance
coverage through insurers, and the cost of pure risk of the autonomous vehicles, will be entitled, by issuing an
ordinance, to extend the possible period for the purchase of insurance from the Pool, for additional periods which
will not cumulatively exceed three years.

At this preliminary stage, it is not possible to predict the impact of the Amendment to the Traffic Ordinance Regarding
Autonomous Vehicles on the insurance market in Israel, due to the preliminary stage of the process, and the absence
of relevant information to price and hedge the risk, including due to the absence of an arrangement for the
autonomous vehicles market in Israel, the absence of a timetable for the commenced operation of autonomous
vehicles in Israel, and the absence of information regarding claims experience and the willingness of reinsurers to
insure them.

Health insurance segment

Products and services

Description of the insurance branches and the insurance coverages included in the segment

lliness and hospitalization branch

In Israel, there are several layers providing illness and hospitalization coverage: The basic health basket which is
provided to the country’s citizens by virtue of the National Health Insurance Law (the “Basic Basket”); Additional
services which are provided by the health funds in accordance with the provisions of the National Health Insurance
Law (hereinafter: the “Additional Services” or the “Additional Health Services”); and insurance policies sold by the
insurance companies.
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The Group offers to its policyholders a variety of insurance coverages in the illness and hospitalization branch, which
include compensation or indemnification to policyholders with respect to medical expenses in case of harm to health
due to an illness or accident. Some of these products are substitute, supplement and expand the coverages and
services which are given in the basic basket and/or the additional services.

The illness and hospitalization branch includes the following primary sub-branches which are proposed by
the Company:*

e lliness and hospitalization insurance.
e International travel insurance.

e Personal accidents insurance.
Long-term care branch

Long-term care insurance provides solutions for situations in which the policyholder is defined as requiring long-term
care, according to the definition of the insurance event in the policy, i.e., anyone who cannot independently perform
part of the activities of daily living, and therefore requires assistance or supervision. A policyholder with mental
incapacity is also considered as requiring long-term care.

A person requiring long-term care who resides at home, and who fulfills certain criteria (including, inter alia, health
and economic criteria), may be entitled to receive services from the National Insurance Institute, including treatment
hours at home, in accordance with the provisions of the National Insurance Law (Combined Version), 1995.

The Ministry of Health also participates in assisting the funding of residence in a long-term care institution among the
long-term care institutions which are recognized by it for this purpose, for any person requiring long-term care who
requires assistance in financing such residence.

The long-term care branch includes insurance coverages which are paid, in addition to the payments or services which
are given by the state, as specified above, as individual insurance and as collective insurance (currently mostly for
health fund members), in which, upon the occurrence of an insurance event, the insurance company undertakes to
insurance company in funding the long-term care hospitalization or to compensate the policyholder. The policies
provide insurance benefits for a defined period, or for the entire lifetime.

Beginning in October 2019, Clal Insurance stopped (along with the other market players, to the best of its knowledge)
marketing individual long-term care policies to new customers, inter alia, due to the announcement of reinsurers,
regarding the discontinuation of their activity in the long-term care insurance segment in Israel. For additional details,
see section 8.1.2.2 below. Additionally, as of the publication date of the report, Clal Insurance is not engaging in any
new agreements regarding collective long-term care insurance.

Details regarding the primary products and services included in the operating segment

Presented below is a description of the main coverages:

48 For details regarding the discontinuation of marketing of personal accidents insurance during the year preceding the reporting
year, see section 8.1.2.1(c) below.
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lliness and hospitalization branch
In the illness and hospitalization branch, Clal Insurance markets individual insurance and collective insurance.

e Individual insurance

Individual health insurance policies which were sold until the end of January 2016 are generally for an undefined
period, regarding which, except for the cases specified in the policies and in the policies, only the policyholder is
entitled to announce their termination.

In accordance with the Commissioner’s directives, individual insurance in the health segment (excluding loss of
working capacity, long-term care insurance, international travel, dental, and foreign employees and residents) which
are sold from February 2016, are automatically renewed for all policyholders once every two years, and subject to
the Commissioner’s approval, the insurance company may update the tariffs and conditions in all individual health
insurance policies, until the date of the next update of the tariff and/or conditions (hereinafter: the “Date of the
Change”). An insurance company is obligated to notify all policyholders of the change around two months before the
date, and to obtain their consent if the monthly premiums have increased, or if the scope of insurance coverage has
been reduced, as an alternative to raising the premiumes, as stated above, according to the cases and conditions which
were determined by the Commissioner (hereinafter: “Updated Health Policies”).

Periodic updates to the policy terms, insofar as they are made in a manner which does not benefit policyholders, may
affect the ability to retain policyholders, particularly among healthy policyholders.

As of the reporting date, the Company has not yet requested to update policies which require the consent of
policyholders, as stated above.

In September 2022, a circular was published to update tariffs in updated health policies (hereinafter: the “Tariffs
Circular”), which includes provisions which determine, with respect to updated health policies, the cases in which
insurers may increase premiums in health insurance policies of the medical expenses type (individual) without the
Commissioner’s approval, and provisions which allow the insurance company to offer policyholders to reduce the
rate of premium in case by increasing the deductible or reducing coverage, subject to the Commissioner’s advance
written approval. The circular enters into effect on its date of publication, and applies to individual medical expense
insurance plans which are marketed or renewed beginning from the application date.

The certainty regarding the possibility of increasing premiums, or alternatively, of pricing a part of the risk as part of
increasing the deductible or reducing the scope of coverage, is expected to result in a certain hedge of the insurance
company’s long term insurance risk in updated health policies, to create certainty in the mechanism for increasing
insurance premiums, and as a result, to reduce the conservatism factors in policy pricing.

The information presented on all matters associated with the possible implications of the provisions regarding health
policies and the tariff circular constitutes forward looking information, which is based on assumptions and estimates
made by the Group, as of the reporting date. Actual implementation may differ from the forecast, and depends on a
variety of factors, including the manner in which the policies are updated, according to the requirement and/or
possibility to update them, over the years, and the operating expenses associated therewith, and also depends on
the competitive conditions in the segment and on the conduct of competing companies, distributing entities and the
preferences of policyholders over time, as well as the combined impact of the policy pricing reform and the tariff
circular, together with the standard policy regulations, as defined below.

Additionally, in accordance with the Commissioner’s directives, beginning in February 2016, an insurance company
which markets individual policies in the iliness and hospitalization branch and in the personal accidents branch will
allow a potential policyholder to purchase a base plan, a plan which, in general, when canceled, also signifies the
cancellation of the associated additional plans, independently of their purchase of another, additional plan, or
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another base plan, unless the Commissioner has given advance written consent for the above. It was also determined
that an insurance company will allow potential policyholders to purchase any of the following coverages as base plans:
surgeries, transplants, drugs and critical illness. An insurance company may not make a discount in a certain plan
conditional upon the purchase or holding of any other plan, and must obtain the policyholder’s separate consent for
the acquisition or cancellation of each of the plans. For details regarding changes in the structure of health insurance
policies which will be marketed beginning on May 1, 2023, in accordance with the Commissioner’s reform, which
entered into effect in May 1, 2023, see section 8.1.2.1 below.

e Collective insurance

Collective health insurance policies are generally for periods of several years, where in some of the policies,
policyholders are entitled to acquire, at the end of the collective insurance period, individual policies without
underwriting.

The Control of Finance Services Directives (Insurance) (Collective Health Insurance), 2009 (hereinafter: the
“Collective Heath Regulations” or the “Directives”) establish provisions regarding collective insurance, including,
inter alia, that the continuous renewal of collective insurance will be done only on the condition that one or more of
the basic coverage chapters, as defined in the directives, which existed in the policy prior to its renewal, have not
been canceled. It was further determined that the premiums cannot be raised, during the insurance period, or on the
date of renewal of the collective insurance policy, at a rate or amount higher than that specified in the directives,
unless the policyholder’s express consent has been received.

Reform in individual and collective health insurance

In September 2022, the Control of Financial Services Directives (Insurance) (Terms of Insurance Contract for Surgeries
and Alternative Treatments to Surgery in Israel) (Amendment), 2022 were published; Amendment to the provisions
of the consolidated circular - volume 6, part 3, chapters 1, 2, 3, 4 and 6 - preparation of health insurance plans; The
Control of Financial Services Directives (Insurance) (Terms of Insurance Contract for Basic Health Insurance Policy),
2022 (hereinafter, jointly: the “Reform”). The provisions of the reform include a new structure for the health
insurance market, which will include five layers:

(A) First layer - A basic health insurance policy, which is comprised of three standard insurance plans —implants and
special treatments abroad, drugs not including in the health basket, and alternative treatments to surgery
abroad. The policies cover cases which are generally not covered by the health funds’ basic basket. In the draft
reform provisions, the Commissioner defined the foregoing covers uniformly in order to allow a comparison
between the products, increase competition and focus it on the price of insurance, and on the service which is
given by the insurance company.

(B) Second layer - Plan for surgeries and alternative treatments to surgery in Israel - supplementary coverage to the
insurance coverage which is sold as part of the Additional Health Services with / without a deductible, and
coverage from the first shekel onwards, without a deductible.

(C) Third layer - Insurers will be entitled to market extension policies for the coverages which are included in one or
more of the insurance plans that were purchased under the first, second or fifth layer.

(D) Fourth layer - 6 specific ambulatory insurance plans which were specified in the reform provisions which include,
inter alia, coverage for medical advice, testing and diagnosis, for the purpose of increasing the variety of
available insurance products, while preventing a situation of double coverage between the products, as well as
any additional plan which may be approved by the Commissioner, in advance and in writing, and which he will
declare permissible for marketing by all of the companies. Products in the fourth layer may be sold provided
that the policyholder holds a basic health policy from any insurer.
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(E) Fifth layer - A critical iliness policy, the purchase of which does not depend on the purchase of another insurance
plan.

The provisions of the reform also include a prohibition against the sale of individual health insurance policies to
insurance applicants who have an individual health insurance policy of the reimbursement type, which provides them
with similar insurance coverage, without canceling the existing policy (except for certain cases which were specified
in the provisions of the reform), and a provision stipulating that discounts will be given, in a fixed rate, for a minimum
period of ten years.

The reform also includes a provision stipulating that, in case of cancellation of a basic health policy according to the
first layer, for policyholders who purchased it after the commencement date, within six months after the purchase
date, the insurance company will cancel all of the health policies on the second and fourth layers which that
policyholder purchased from it after the commencement date, except if the policyholder has a basic health policy at
another company.

In February 2023, an amendment to the reform’s provisions was published, which includes changes and clarifications
by the Commissioner, in light of comments which were received from the market during the period after the
publication of the reform, including that the provision in the reform regarding discounts will also apply to renewed
and new discounts in policies which began before the commencement date of the reform; and that policyholders in
collective insurance will be able to chose to transfer to continuing individual policies with respect to all or some of
their coverages in the collective insurance plan, in their discretion, independently of the existence of a full first layer.
It was further determined that the application date of the reform’s provisions will be updated to May 1, 2023.

The provisions of the reform will apply beginning from the commencement date of individual health insurance policies
which are signed from that date onwards, and some of the provisions will apply to collective health insurance policies
which are signed or renewed from the commencement date onwards, except for the provision regarding discounts,
which will also apply upon the provision of a renewed discount in existing individual policies.

For details regarding proposed amendments in the bill regarding double surgery insurance with Additional Health
Services, which, if they are accepted, are expected to affect the reform and lead to changed therein, see below.

The existence of a standard basic health policy at all of the insurance companies may increase competition, which will
be focused on price, service and the claim settlement method, inter alia, in light of the uniformity of the policies, and
in light of the structure of the policies, which will be comprised of several layers, that may be purchased by
policyholders from different companies. The prohibition against offering policyholders to purchase insurance for
surgeries and alternative treatments to surgery in Israel as part of the first layer may affect the product’s sales volume.
Expansion of the obligation under which discounts will be given at a fixed rate for a minimum period of ten years, also
with respect to policies which were signed before the application of the reform, could affect the retention of
policyholders in those policies. At this preliminary stage, the Company is unable to estimate the complete effects of
the reform.

The information presented on all matters associated with the possible implications of the reform constitutes forward
looking information, which is based on assumptions and estimates made by the Group, as of the reporting date. Actual
implementation may differ from the forecast, and depends on various factors, including the publication of the
amendments proposed in the bill regarding double surgery insurance with the Additional Health Services, the conduct
of competing companies, distributing entities, and the preferences of policyholders over time.

Insurance coverages in the illness and hospitalization branch

Presented below is a description of the characteristics of insurance coverages in the main products which are sold by
the Group in the illness and hospitalization branch:
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A. lliness and hospitalization insurance

e In the illness and hospitalization branch, the insurance companies offer coverages which are divided into three

types:

Alternative insurance - Insurance coverage which constitutes an alternative to the services which are given in
the basic basket and/or for additional services.

Additional insurance — Coverage for services which, are their date of sale, are not included in the basic basket
or in the additional services.

Supplementary insurance - Coverage which expands coverage given in the basic basket and/or in the
additional services.

e The basic insurance coverages in this sub-branch include:

o))

Insurance for surgeries, transplants and special treatments - Provides coverage to the policyholder with
respect to private medical services. Within this framework, the insurant is given the right to choose the date
of receiving the medical service, the identity of the attending physician, and the medical institution (for details
regarding the arrangements regarding the field of surgery insurance from 2016, which affected the scope of
services received, see below). The aforementioned insurance coverage provides coverage for medical
expenses, inter alia, in connection with surgery, transplants and/or special treatment overseas.

In recent years, regulatory bodies have performed several regulatory processes in connection with surgery
insurance in Israel:

e Beginning in February 2016, all of the insurance companies in Israel which market health policies, have
been marketing policies which include standard insurance coverage for surgeries, alternatives to surgery,
and consultations with specialized physicians regarding surgeries or regarding alternative treatments to
surgery, all in Israel, the scope and terms of which were set forth in the Control of Finance Services
Regulations (Insurance) (Terms of Insurance Contract for Surgeries and Alternative Treatments to Surgery
in Israel), 2015 (hereinafter: the “Standard Surgery Policy” and the “Standard Policy Regulations”,
respectively).

e Beginning in July 2016, the standard surgery policy which is marketed by all of the insurance companies in
Israel includes coverage for surgeries which will only be performed by a service provider who has an
arrangement with the insurer regarding the performance of the procedure (hereinafter: “Arrangement
Service Provider” or “Arrangement Lists”). It was further determined, as a standard rule for insurance
companies and health funds, that in general, except for an exclusion which was established with respect
to insurers with low market shares, the insurance company will pay for the services due to surgery
according to the standard policy for surgeries, with respect to a surgery, directly to the physician or to the
medical institution where the surgery was performed, and will not pay to the patient monetary
reimbursement or payment due to the surgery, as opposed to the previous situation, in which the insurance
company was entitled to pay, directly to the policyholder, reimbursement for a surgery which they chose
to undergo, at a service provider which does not have an arrangement with the insurance company.

The existence of a standard surgery policy at an insurance company which allows the provision of service
to policyholders through providers which have an agreement with the insurance company only, resulted in
competition focused on price, service (including the available doctors, which will be determined in the
arrangement), and the claim settlement method.
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o

In accordance with the decision of the price committee from February 2018, and the application of Chapter
G (report regarding prices and profitability) of the Supervision of Prices of Products and Services Law, 1996
(hereinafter: the “Price Supervision Law”), the prices of surgeries funded by insurance companies and
Additional Health Services plans which are also included in the public basket (hereinafter: “Privately
Funded Surgeries”), through the Supervision of Prices of Products and Services Ordinance, an obligation
was imposed on health funds and insurance companies which provide medical insurance and on surgical
hospitals and clinics as the service providers, to provide information the Ministry of Health regarding
privately funded surgeries, according to the established format, for two years. In July 2022, the committee
published its decision, in which the committee recommended that the ministers exercise their authority by
virtue of the Price Supervision Law, and apply to privately funded surgeries the provisions of Chapter E of
the Price Supervision Law, regarding the determination of prices according to one of two methods which
were specified in the committee’s decision, and to impose on health funds, through the Additional Health
Services plans and the insurance companies, an obligation to report regarding profitability in accordance
with the provisions of section 29 of the Price Control Law. In accordance with the provisions of the decision,
it is subject to a public hearing, after which a final decision will be published. As of the reporting date, the
foregoing final decision has not yet been published.

At this stage, the Company is unable to estimate the full effects of the foregoing report, if any, inter alia, in
light of the fact that a final decision has not yet been published. However, insofar as it is decided to
supervise the consideration which will be paid to service providers by insurers, as proposed by the
committee, this could affect the cost of the services for the companies, and the availability of providers to
work with. At this stage, and before the publication of a final decision on the matter, including in light of
the fact that supervised amounts have not been determined, it is not possible to estimate the cumulative
effect of the foregoing provisions.

In November 2022, the report of the Committee on Empowerment of Health Services in Israel and
Regulation of the Public and Private Health System (hereinafter: the “Ash Committee Report”) was
published, in which it was recommended, inter alia, to apply a structural reform based on a separation
between the Additional Health Services and commercial insurance policies, such that the commercial
insurance policies will not include a chapter covering surgeries and consultations, will not provide
reimbursement, and will not provide lists of arrangement physicians, and instead will only offer
supplementary policies for Additional Health Services, which provide coverage for deductibles for surgeries
performed as part of the Additional Health Services, and coverage for additional services which are not
provided by the Additional Health Services, such as equipment, surgeries abroad, drugs which are not in
the basket, and any service which is not included in the Additional Health Services, or expanded relative to
the Additional Health Services, as well as policies which include compensation for severe illness and
personal accidents. In parallel, the surgeries which were performed until now under commercial insurance
will be transferred to the Additional Health Services, the arrangement lists of Additional Health Services
will be expanded significantly, and the choices of members of Additional Health Services will be expanded
with respect to the private institutions where they can receive service.

In accordance with the recommendations of the Ash Committee, the foregoing mechanism will apply to all
policies which will be marketed or renewed beginning in July 2023, and in parallel, mechanisms to
incentivize the transition from old policies to new policies will be implemented, such as changes to the
capital adequacy requirement for old policies relative to new policies, giving the authority to the Office of
the Ombudsman for the National Health Insurance Law to hear and decide matters regarding those policies,
as it hears matters regarding the Additional Health Services, incentivizing insurance agents to transfer
policyholders to new policies, applying the obligation to inform holders of old policies of the disadvantages
of the old policies, possibilities of subrogation between the Additional Health Services and the old policies,
and establishment of surcharges on old policies.
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e In March 2023, the 2023 Economic Arrangements Bill was published, which included provisions regarding
double surgery insurance with the Additional Health Services (hereinafter: the “Bill Regarding Double
Surgery Insurance With Additional Health Services”), according to which, in order to reduce the
phenomenon of “double insurance” in surgeries segment between the Additional Health Services plans
and individual health insurance policies, and create a situation where most of the private surgeries in Israel
are performed by the health funds within the framework of the Additional Health Services plans, based on,
inter alia, the Ash Committee’s report, as referenced above, it is proposed to amend the Control of Financial
Services (Insurance) Law, 1981. In accordance with the amendment, it is proposed to determine that
beginning on December 15, 2023, or a date 3 months later, as determined by the Minister of Finance in an
ordinance (hereinafter: the “Application Date”), in case a policyholder who holds a surgery policy of a type
that provides coverage for the performance of private surgeries in Israel, independently of the
policyholder’s rights under the Additional Health Services plan (hereinafter: “Insurance From the First
Shekel”) from one of the insurance companies, in parallel with their membership in the Additional Health
Services, claims coverage for a private surgery in Israel, by exercising their entitlement under the Additional
Health Services plan, where the surgery in question is also covered by the policyholder’s insurance policy,
the insurer will transfer to the health fund through which the analysis was performed, payment according
to the monetary amount of the surgery’s price, according to the Ministry of Health’s price list regarding
patients who are referred by the health funds, or payment according to the price of the surgery
arrangement paid by the insurer, insofar as one has been determined by the Minister of Finance (whichever
is lower), after deducting the deductible which the policyholder paid to the health fund with respect to the
surgery, if any. It is further proposed to determine that, on the date of renewal of individual surgery policies
of the “Insurance From the First Shekel” type, which were signed before the amendment entered into
effect (hereinafter: “Original Policy”), the insurer will add the holders of the foregoing policy, who are
members of Additional Health Services plans, to policies with supplementary coverage for Additional
Health Services (hereinafter: “Supplementary Additional Health Services Insurance”), instead of the
original policy, unless the policyholder has declared that they are not interested in transferring to the
supplementary Additional Health Services insurance for surgeries. It is proposed to have the amendment
apply to surgery insurance plans which will be implemented or renewed beginning from the application
date.

It is further proposed amend the Economic Program Law (Legislative Amendments to Implement the
Economic Policy for Budget Years 2015 and 2016), 2016, and to determine that the insurance company
will establish one list of surgeons with whom it has a surgery arrangement, which will apply to all insurance
plans marketed by it which include surgery coverage (hereinafter: the “List Of Physicians”), where at least
half of all of the physicians on the list will be surgeons who are included on the list of physicians with whom
the health funds have a surgery arrangement. It was further proposed to determine that the insurance
company will not make changes to the surgery arrangement with a surgeon if the change will result in a
decrease of the ratio between the number of surgeons included on the insurance company’s list of
physicians, and the number of surgeons included on the list of physicians of each of the health funds, unless
the Commissioner has approved the change.

According to the Company’s assessment, insofar as the proposed changes in the Ash Committee’s report, and
the bill regarding double surgery insurance with Additional Health Services, are accepted and become
obligatory, this could affect the share of demand, sales and profitability of the relevant insurance products. As
part of the foregoing, it is believed that the imposition, on insurance companies, of the obligation to indemnify
the Additional Health Services with respect to surgeries under the bill regarding double surgery insurance with
the Additional Health Services, will result in an increase in claim settlement costs, and will therefore require
re-pricing of the relevant policies, which could affect the mix of sales and demand for the product. The
imposition of the obligation on insurance companies to transfer existing holders of updated policies to surgery
policies with supplementary Additional Health Services coverage, as stated above, could lead to a decrease in
revenue from those policies. The imposition of conditions on the insurance company’s list of physicians could
restrict the insurance company in choosing the physicians with whom it wishes to engage, or to discontinue
their engagement.
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At this preliminary stage, the Company is unable to estimate the full effects of the Ash Committee’s report and
the bill regarding double surgery insurance with Additional Health Services, and their cumulative impact, which
could be significant, and which depends, inter alia, on the pricing which will be determined for the new policies,
on the approval of the required tariffs, on the sales volume and the retention of various policy types, and on
the terms of engagement with providers.

The information presented on all matters associated with the possible implications of the foregoing
processes constitutes forward looking information, which is based on assumptions and estimates made by
the Group, as of the reporting date. Actual implementation may differ from the forecast, and depends on
various factors, including the publication of the proposed changes, and including the impact of the Ministry
of Health’s position on the final version of the bill, insofar as it is published, the conduct of competing
companies, policy tariffs, the relationship with Additional Health Services and the preferences of customers
over time, as well as their combined impact, together with additional processes which are being promoted
in parallel regarding the health insurance reform and regarding the price committee pursuant to the Price
Supervision Law, along with the provisions regarding updated health policies.

(2) Critical illness insurance - Insurance coverage in which the policyholder, in case of the diagnosis of a critical
illness insurance, is entitled to receive monetary compensation in a one-time amount.

(3) Drugs insurance - Insurance coverage for purchasing drugs which are not included in the national health
basket.

(4) There are also additional coverages, which do not constitute basic plans, such as ambulatory services - services
which provide medical treatment, in a hospital or a clinic, with no need for hospitalization, and service letters
accompanying insurance plans and providing policyholders with various services, through service providers.

B. International travel insurance

International travel insurance is comprised of a basket of insurance coverages which are intended for policyholders
during their time spent abroad, including, inter alia, base coverage which primarily includes medical expenses that
allows the purchase of various extensions (such as travel cancellation, travel shortening, pregnancy, baggage, winter
sports). The insurance period in an international travel policy is specified in days, according to the period of the
policyholder’s stay abroad, or for the duration of all travel days in a single calendar year. International travel policies
are sold by insurance agents, mostly by the direct sales unit, and through the health funds.

In November 2020, an amendment to the Collective Health Regulations entered into effect, which stipulates that an
insurer is entitled to reimburse, to a policyholder which is a health fund and whose members are covered by
international travel insurance, amounts which the fund spent due to the management of a collective policy in
international travel insurance, provided that these amounts do not exceed 10% of the total sum of all premiums which
were collected from policyholders in international travel insurance, to the health fund members.

The Company is working on the development, expansion and preservation of distribution channels for international
travel insurance, inter alia, by expanding the efforts on marketing through insurance agents, customer clubs,
marketing through digital means, and preserving and updating the engagements with the health funds, where the
agreement with some of them will conclude in the year after the reporting year. The profitability in international
travel policies is also affected by changes in exchange rates.

The global coronavirus pandemic is affecting activity in the international travel insurance segment. During the

reporting period, the activity in this segment increased relative to the year before the reporting period, although the
activity in this segment is still less than the scope of activity in the year before the coronavirus pandemic began (2019).
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C. Personal accidents insurance

This sub-branch includes individual policies which grant entitlement to compensation in a one-time amount upon the
occurrence of an insurance event, such as fractures, burns, disability and death due to an accident.

Since May 2021, as a result of the combination of regulatory directives in recent years, as specified below, as well as
market conditions and business considerations, Clal Insurance discontinued its marketing of individual personal
accidents policies and collective policies which are subject to the circular regarding personal accident insurance for
new customers.

In recent years, the personal accidents branch has undergone comprehensive changes which are the result of various
changes and regulatory processes which were adopted by the Commissioner, in order to increase competition and
transparency, and to change the product terms and sale processes. These processes are significantly affecting, and
will continue affecting in the coming years, the personal accidents branch, as specified below:

Presented below are comments regarding the main changes in connection with personal accidents policies:

In June 2020, an “amendment to the provisions of the consolidated circular - volume 6, part 3, chapters 2, 3 and 4 -
personal accidents insurance” was published (hereinafter: the “Circular Regarding Personal Accidents”), which
includes provisions which are intended to regulate the process of sale and insurance coverage in the personal
accidents branch. The principal provisions determined in the circular regarding personal accidents include:
determining a basic level for the policy, to include covers for death, disability, hospitalization, convalescence days,
fractures and burns, whereby an insurance company will be entitled to propose extensions to the basic layer, with
the Commissioner’s approval. Permission was also given to continue marketing plans which include coverage for
accidental death only, or coverage for accidental disability only. The personal accidents circular established a standard
and broad definition of an “accident”; It was determined that the insurance period in personal accidents policies will
not exceed two years. The circular included unique and restrictive provisions regarding the addition of policyholders
to personal accidents policies, including a provision stating that the addition actions will be made directly vis-a-vis the
insurance applicant by an insurance company or by a license holder (“Performance of the Addition Activity”);
Mechanism for the settlement of disability claims in personal accidents insurance, in accordance with the personal
accidents circular. The application date will be May 1, 2021, and it will apply, in general, to individual or collective
personal accidents insurance policies which will be commenced or renewed beginning on the application date and
thereafter, excluding certain provisions, regarding which it was determined that they will not apply, inter alia, to
students personal accident insurance and collective personal accidents insurance, as applicable. The provision
stipulating that actions involving the sale of personal accidents policies will be done by an insurance company or by a
license holder entered into effect on the publication date of the circular.

The entire set of changes which occurred in connection with the personal accidents branch, as specified above, have
affected, and will continue affecting in the coming years, the personal accidents branch, in a manner which imposed
difficulties on processes of sale and retention.

At this stage, the Company is unable to predict future developments in this segment, which is affected, inter alia, by
regulatory changes, approval of new tariffs by the Commissioner, and market conditions.

The Company is evaluating the implications of the personal accidents circular, which impose difficulties on the sale
process of personal accidents policies, both on all matters associated with the identity of the entity authorized to
perform the addition activity, in light of the complexity of the sale process itself, and in light of the changes in policy
terms, which will affect the policy period, the scope of insurance coverage which is given thereunder, and they are
also expected to increase the costs of selling, operating and settling claims. These changes to the policy terms are
expected, in part, to affect also the sales of the accidental death coverage product in life insurance.

At this stage, in light of the aforementioned regulatory changes, and the approval processes which are required for
the sale of policies in accordance with the personal accidents circular, approval has not yet been received from the
Commissioner for marketing personal accidents insurance according to the new framework, and it is not known if or
when such approval will be received. Accordingly, beginning in May 2021, the Company discontinued the marketing
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of personal accidents insurance to new customers. To the best of the Company’s knowledge, as of the reporting date
most of the insurance companies are not marketing personal accidents insurance according to the new framework.
The discontinuation of marketing of personal accidents insurance resulted in a decrease in the cancellation rate of
current policies.

The Company’s estimate regarding the impact of the circular regarding personal accidents constitutes forward looking
information, which is based on preliminary estimates, and its actual implementation may differ, inter alia, depending
on the conduct of Clal Insurance and competing entities, and the pricing method of these products.

Long-term care branch

In the long-term care branch, policies are marketed in which, upon the occurrence of an insurance event, the
Company undertakes to participate in the financing of residence in a long-term care institution, or to compensate the
policyholder in a predetermined amount. The policies provide insurance benefits for a defined period, or for the entire
lifetime.

In accordance with the Commissioner’s directives on the matter, as expressed in the circular regarding the
“preparation of long-term care insurance plan” (the “long-term care Circular”), an insurance event which is due to a
situation wherein the individual is unable to perform at least 3 of 6 activities which are defined in the circular (getting
up and lying down, getting dressed and undressed, bathing, eating and drinking, continence and mobility) will entitle
the policyholder to no less than 50% of the monthly insurance benefits, and an insurance event which is situation a
situation of mental incapacity” (as defined in the circular), will entitle the policyholder to receive 100% of the monthly
insurance benefits. The insurance benefits are paid beginning at the end of the waiting period, for the entire lifetime
of the policyholder, or for a period of several years, as defined in the policy, and so long as the policyholder continues
to require long-term care. The waiting period may be a several months or several years, depending on the product
purchased by the policyholder.

As of the reporting date, as a result of the combination of regulatory directives from recent years, as specified below,
as well as market conditions and business considerations, Clal Insurance discontinues the marketing of long-term care
policies - both individual long-term care policies and collective long-term care policies, including within the framework
of collective long-term care insurance for health fund members whose activity has been transferred from the
Company to other insurance companies, and excluding long-term care policies within the framework of the realization
of contractual obligations towards policyholders. To the best of the Company’s knowledge, also other insurance
companies no longer market individual long-term care insurance policies.

At this stage, the Company is unable to predict future developments in this segment, which is affected, inter alia, by
regulatory changes, positions of reinsurer, approval of new tariffs by the Commissioner, and market conditions.

The information presented on all matters associated with future developments in the long-term care insurance
segment constitutes forward looking information, which depends on various factors, including the long term effects
of the reforms in the long-term care branch, the conduct of Clal Insurance and competing entities, the conduct of
reinsurers, and the Commissioner’s policy regarding changes in the terms and/or tariffs of the long-term care product.

During the period before the reporting year, an “amendment to the provisions of the consolidated circular - Volume
6, Part 3 - long-term care insurance” (hereinafter: the “Circular” or the “Circular Regarding The Settlement Of Long-
Term Care Claims”) gradually entered into effect (in December 2018 and during 2019), which includes provisions
regarding the settlement of long-term care insurance claims, including provisions regarding the order of activities and
the timetables which will apply to the insurer in the claim settlement process; Imposition of an obligation for the
insurer to appoint a representative on its behalf, to serve as the contact person vis-a-vis the policyholder; And the
establishment of restrictions in cases where investigations can be made, and regarding the methods used to make
them.
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The circular also specifies the cases in which the insurer may refer the policyholder for the performance of functional
evaluations, and it was further determined that if the insurer has a functional evaluation which was performed by the
National Insurance Institute, or by another insurer, it will be considered as constituting sufficient information for the
purpose of describing the performance of the actions specified therein. Appeals by insurance companies against the
results of the functional evaluation will be performed through a determining provider, and only based on information
which contradicts the results of the functional evaluation that was performed, and which it did not have previously.
The provider of the functional evaluations will be chosen by the insurer on a random and cyclical basis, out of the list
of providers with whom the insurer has engaged. The insurer will be obligated to create a register of providers who
will conduct the functional evaluations, in accordance with the rules specified in the circular.

The described processes, and the provisions and restrictions set forth in the circular regarding the settlement of long-
term care claims, affected the claim settlement process in general, both in the operational terms, and on all matters
associated with claim settlement and the tools which are available to insurers in order to ascertain its liability, and
therefore led to increased claim settlement costs during the period from the date of the circular’s entry into effect,
until the publication date of the report. At this stage of adoption of the provisions of the circular which entered into
effect, mostly in 2019, and in light of the fact that the entry into effect of the directive regarding the mechanism of
dependence evaluation providers was postponed until December 2023, the Company is unable to estimate the full
impact of the aforementioned provisions, which could be significant over time. For additional details, see section
10.16(b)(1) above.

The Company’s assessment regarding the effects of the claim settlement circular, as described above, constitutes
forward looking information, which is based on the Company’s assumptions and estimates, and actual results may
differ from the forecast, inter alia, due to the fact that the circular pertains to long term insurance, and in light of
the fact that not all of the circular’s provisions have entered into effect as of the reporting date.

A. Individual long-term care insurance

Individual insurance policies in the long-term care branch are insurance policies which are purchased privately by
policyholders. The insurance period in such policies is for the entire lifetime, where the maximum period of
entitlement to receive insurance benefits is in accordance with the type of policy which was acquired (several years
to entire lifetime). There are long-term care insurance policies which are supplementary to long-term care insurance
acquired by a policyholder (generally through health funds or collective insurance), which provide insurance benefits
only after the end of a waiting period of 36 or 60 months.

There are fixed premium long-term care policies which grant the policyholder the right, in cases where he stops paying
the premiums, for any reason whatsoever, under certain conditions, to accrue settlement values, which allow him to
receive reduced insurance benefits in case of a claim, in accordance with his age, the premium payment period, and
the premium amount which was paid by him. When the settlement values are lower than a certain limit which was
determined by the Commissioner, the policyholder receives, instead of the settlement values, a one-time amount.
Additionally, until 2013, individual long-term care policies were also sold at variable premiums, without settlement
values. In accordance with the Commissioner’s directives, beginning in 2013, in addition to fixed premium policies,
only policies with premiums linked to the CPI’s increase of up to 4% per year can be sold, in which the price is fixed
no later than age 65 (“Restricted Variable Rate Premium”).

The long-term care policies which were marketed by Clal Insurance were mostly with fixed premiums, while others
were with restricted variable rate premiums. Until 2007, Clal Insurance also marketed long-term care insurance with
fixed premiums, which included a mechanism for linkage to investment portfolio returns, in a manner whereby
positive returns, beyond the minimum returns determined in the policy, increased the amount of the monthly stipend
to which the policyholder is entitled upon the occurrence of the insurance event. Returns lower than the minimum
returns defined in the policy entitle Clal Insurance to increase the insurance premiums, in a manner whereby the
amount of the monthly stipend to which the policyholder is entitled upon the occurrence of the insurance event will
not be reduced. Since 2007, long-term care policies with this mechanism are no longer sold by the Group.
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Further to that stated in section 8.1.3.2 below, in order to reduce the exposure to that segment, which is exposed to
significant risks, including exposure to regulatory changes, significant gaps between the terms of insurance coverage
and the expectations of policyholders, and complex claim settlement processes, Clal Insurance decided, beginning in
October 2019, to discontinue the marketing of the individual long-term care policies in Clal Insurance to new
customers, inter alia, in light of the announcement of reinsurers regarding the discontinuation of their activity in the
long-term care insurance segment in Israel.

B. Collective long-term care insurance (excluding collective long-term care insurance for health fund members)

In recent years, the Commissioner has published various directives, in which he regulated the conclusion of collective
long-term care insurance activities, under the previously implemented framework, and the conclusion of which was
eventually scheduled for December 31, 2017 (hereinafter: the “Conclusion Date”). Additionally, in 2017, directives of
the Commissioner entered into effect with respect to the framework for collective long-term care insurance policies
which will be sold beginning from the conclusion date (hereinafter: the “New Framework”). In accordance with the
new framework, it was determined, inter alia, that the insurance period will be no shorter than 5 years, and no longer
than 8 years; the type of premium which can be collected from a policyholder is the fixed premium or increased
premium (variable up to 4% per year, and only until age 65); a policyholder in collective long-term care insurance will
accrue settlement values from age 40 onwards, which will be determined according to the age when the policyholder
first joined the insurance, where upon renewal of the collective insurance at another insurer, the reserves will be
transferred between insurers; when exercising the continuity right of a policyholder aged 40 or older, for a individual
framework long-term care policy, the premium of the continuing policy will be no higher than the premium which
that policyholder was required to pay with respect to the collective long-term care insurance before the transition to
the continuing policy. To the best of the Company’s knowledge, policies according to the new framework are not
common on the market.

As of the publication date of the report, Clal Insurance does not engage in collective long-term care insurance under
the new framework, and accordingly, most of the collective policies in which Clal Insurance was engaged in the past,
under frameworks other than the new framework, concluded.

C. Collective long-term care insurance for health fund members

Beginning on January 1, 2019, Clal Insurance ceased being the insurer of Maccabi health fund, and beginning on
April 1, 2019, Clal Insurance ceased being the insurer of Leumit health fund, and it does not insure members of
other health funds through collective insurance.

As of the reporting date, Clal Insurance is continuing to receive claims with respect to the past period, and even at a rate higher
than it had initially projected, and disputes sometimes arise vis-a-vis the health funds and/or the new insurer regarding the correct
date for attribution of the initial occurrence of the insurance event, and regarding the prescription of claims, including regarding
the convention of the appeals committee under the policy in this regard.

In January 2022, the Company received a letter from Maccabi Health Services, which was accompanied by a legal
opinion regarding the prescription period of claims in the collective long-term care policy for Maccabi members, in
which it was alleged, inter alia, that holders of that policy are entitled to submit new claims for the payment of
insurance benefits by the Company, with respect to the period during which the Company was the insurer for
collective insurance, also after 3 years have passed since the conclusion of the Company’s engagement with the health
fund, provided that the insurance event occurred during the period when Clal Insurance insured the health fund’s
members, and that it remained continuous until the filing date of the claim. The Company disputes this position. The
issue is being determined, inter alia, within the framework of specific policyholder claims, and at this stage, it is not
possible to estimate their effects. For additional details regarding the Company’s current exposure with respect to
prescription, see section 10.2.4 below.
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During the reporting year, the Company conducted a final settling of accounts vis-a-vis a reinsurer of collective long-
term care insurance for members of Maccabi and Leumit health funds, including a final cut off arrangement between
the parties. Accordingly, insofar as the reserves which the reinsurer has left with the Company do not suffice to cover
current and future claims, the Company will independently bear also the share of the aforementioned reinsurer, and
in case of an excess of reserves, it will recognize profit also with respect to its aforementioned share. According to
the Company’s estimate, the above did not have a significant impact on the Company’s financial statements as of
December 31, 2022.

The information presented on all matters associated with the possible future implications of the conclusion of Clal
Insurance’s activity as a provider of long-term care insurance to members of Maccabi and Leumit health funds
constitutes forward looking information, which is based on assumptions and estimates made by the Group as of
the publication date of the report, and actual results may differ.

Main markets, trends and changes in supply and demand

lliness and hospitalization branch

In recent years, the illness and hospitalization branch has been a developing branch, due, inter alia, to the following
facts: the gap between the scope of health services provided by the state in the basket of basic health services, and
citizens’ need for improved health services; technological improvements in the field of medicine; Increased life
expectancy and improved quality of life, which require expensive medical resources, such as advanced drugs and
medical treatments; the additional health services, which are subject to change, which do not necessarily sufficiently
address various issues such as transplants and drugs; and increased consumer awareness in the field of health,
including awareness regarding the need for available service and by choice, the need for medical services which are
not included in the basic health basket, and the additional services of health funds.

In light of the above, in recent years the regulators have been promoting various processes for dealing with the
interface between private commercial insurance and the basket of basic health services and Additional Health
Services, in @ manner which will encourage the consumption of public services over the consumption of private
services. In this regard, see, inter alia, section 8.1.2.1 above regarding the health insurance reform, section 8.1.2.1(1)
above regarding the bill regarding double surgery insurance with Additional Health Services, section 8.1.2.1(1) above
regarding the Ash Committee’s report, and section 8.1.2.1(1) above regarding the decision of the price committee
pursuant to the Price Supervision Law. These processes, insofar as they mature into binding arrangements, may affect
the market share, demand, sales and profitability of the insurance products.

The Company’s estimates regarding the future effects of the foregoing processes constitutes forward looking
information, which is based on preliminary estimates, and their actual implementation could differ, and depends on
various factors, including the competitive conditions in the segment, the conduct of competing companies,
arrangements regarding Additional Health Services, and the preferences of customers over time.

In accordance with the Commissioner’s publications as of September 30, 2022, the market volume, in terms of gross
premiums in the illness and hospitalization branch in the first nine months of 2022, amounted to approximately NIS
8.4 billion, as compared with approximately NIS 7.1 billion in the corresponding period last year. Premiums in the
illness and hospitalization branch in the first nine months of 2022 constituted approximately 14.7% of total premiums
in the entire insurance market in Israel, as compared with approximately 13.5% in the corresponding period last year.

In January to September 2022, an increase of approximately 17.9% occurred in the market volume, in terms of gross
premiums of illness and hospitalization insurance, in the insurance market in Israel relative to the corresponding
period last year, as compared with an increase of approximately 8.4% in the total scope of the aforementioned
premiums in 2021, relative to 2020.
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In recent years, sales of illness and hospitalization insurance have been on an uptrend, inter alia due to public
awareness, and the reasons specified in section 8.1.2.1 above.

Development of premiums in the illness and hospitalization
branch in Israel from 2019 to September 2022
NIS in millions

9,601

2019 2020 2021 1-9.2021 1-92022

The scope of premiums in the iliness and hospitalization insurance branch reflects the premiums which are paid with
respect to all policies in effect which were sold over the years, and the changes therein do not necessarily indicate a
change in supply and demand during the reporting year.

For details regarding the implications of the sale of standard surgery policies by all of the insurance companies, and
the Commissioner’s directives regarding the method for sale of health policies from February 2016, including with
respect to the insurance period, which is automatically renewed every two years, and regarding the effects of the
circular regarding tariffs and the reform in individual and collective health insurance, see sections 8.1.2 and 8.1.2.1
above.

Long-term care branch

The long-term care branch has undergone significant changes in recent years, which are as a result, inter alia, of
regulatory changes, significant differences between the terms of insurance coverage and policyholder expectations,
and complex claim settlement processes. In recent years, a decrease has occurred in sales of individual long-term
care insurance by Clal Insurance (which includes individual long-term care policies, as part of the realization of the
continuity rights of policyholders in concluded long-term care collectives), due, inter alia, to its decision to reduce its
exposure to this segment, which is exposed to significant risks, as stated above.

Further to the foregoing, in 2019 Clal Insurance decided to discontinue the marketing of the individual long-term care
policies in Clal Insurance to new customers, inter alia, in light of the announcement of reinsurers regarding the
discontinuation of their activity in the long-term care insurance segment in Israel. To the best of Clal Insurance’s
knowledge, in general, insurance companies in Israel also discontinued the marketing of individual long-term care
policies to new customers.

In accordance with the Commissioner’s publications as of September 30, 2022, the market volume in terms of gross
premiums in the long-term care branch in the market, in the first nine months of 2022, amounted to approximately
NIS 4.0 billion, as compared with approximately NIS 3.7 billion in the corresponding period last year. Premiums in the
long-term care branch in the first nine months of 2022 constituted approximately 7.0% of total premiums in the
insurance market in Israel, as compared with approximately 7.1% in the corresponding period last year.
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In January to September 2022, an increase of approximately 7.5% occurred in the scope of gross premiums in long-
term care insurance in the insurance market in Israel, as compared with the corresponding period last year, as
compared with an increase of approximately 4.4% in the scope of premiums in long-term care insurance in the
insurance market in Israel in 2021, relative to 2020.

Development of premiums in the long-term care insurance
branch from 2019 to September 2022
NIS in millions

5,024

2019 2020 2021 1-9 2021 1-9 2022
The scope of premiums in the long-term care insurance branch reflects the premiums which are paid with respect to

policies in effect which were sold over the years, and where the changes therein do not necessarily reflect the change
in supply and demand during the reporting year.

Some of the branches in the segment are characterized by the accrual of significant reserves for long periods, and
therefore, the profitability in the segment is affected, inter alia, by investment income held against insurance
liabilities.

Material expected changes in the Company’s share in the main markets, with respect to the main products and

services and the mix thereof, in consideration of, inter alia, the demand and seniority of current products

In accordance with the Commissioner’s publications with respect to the data for the nine-month period ended
September 30, 2022, the Group is the fifth largest in the health segment, the fourth largest in the illness and
hospitalization branch, and the fifth largest in the long-term care branch.

The health insurance market is a developing market, and the Company is a central player in this market. However, in
light of the fact that the market has been subject to comprehensive regulation in recent years, in light of recent
regulatory changes, and possible future changes, it is not currently possible, at this stage, to predict the full impact of
the changes on the segment in general, and on the Company’s future share in particular, which is also affected by
competing companies and health funds. For details regarding a report which was published by the Competition
Authority in July 2021, regarding a study conducted regarding the individual health insurance market, which focused
on incentives of insurance agents in that market, see section 8.3.1 below. For details regarding the 2023 Economic
Arrangements Bill regarding changes to the structure of products in the health insurance market, see section 8.1.2.1
above.

The Company’s estimate constitutes forward looking information, which is based on the information which is
available to the Company as of the reporting date. Actual results may differ from the estimated results, and
depend, inter alia, on the long term effects of the aforementioned regulatory changes, on the business results of
Clal Insurance, on the conduct of competitors and distributing entities, and the preferences of policyholders.
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New products

There were no material changes to the products during the reporting period. For details regarding the reform in the
health insurance market, which affects, inter alia, the structure of the insurance products, see section 8.1.2.1 above.

Restrictions, legislation, standardization and special constraints which apply to the operating segment

The activity in this segment is subject to the provisions of the law which apply to insurers engaged in the segment,
and to the Commissioner’s directives which are published from time to time. From time to time, the Commissioner
publishes circulars that relate to insurance coverages that are included in policies in the segment.

The activity in this segment requires a license, in accordance with the Insurance Law, and is overseen by the Capital
Markets, Insurance and Savings Authority in the Ministry of Finance.

For details regarding the summary of additional final provisions of the law, which were published during the reporting
year and thereafter, and a summary of the draft provisions of the law which were published, which apply to the
operating segment, beyond the provisions of the law which were specified in this chapter above, see also section 10.2
below.

Competition

Competitive conditions in the segment and names of competitors in the segment

According to the Group’s estimate, the main competitors in the segment are divided into two main groups:

e The insurance companies, most of which operate in the segment.

e Alternatives are available to some of the coverages in the iliness and hospitalization branch, within the framework
of the additional services of health funds.

The competition between the insurance companies in the segment is focused on the extent of correspondence to the
policyholder’s needs and wishes, and on service, claim settlement and tariffs.

Total gross premiums in the illness and hospitalization branch in the Group amounted, in the first nine months of
2022, to approximately NIS 967 million, and constituted, in accordance with the Commissioner’s data, approximately
11.5% of the activity in this branch in the insurance market in Israel. In the corresponding period last year, total gross
premiums amounted to approximately NIS 821 million, and also constituted approximately 11.5% of the activity in
this branch in the insurance market in Israel.

The Group believes that the significant direct competitors in the segment are Harel Group, Phoenix Group, Migdal
Group and Menorah Group.
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Distribution of gross premiums in the iliness and hospitalization branch among insurance groups
and companies in Israel as of September 2022

10.1% 12.3% 6.2%
15.5% 11.5%
M Clal Insurance Migdal
M Harel M Ayalon
Menorah H Others
H Phoenix 10.8%

Distribution of gross premiums in the iliness and hospitalization branch among insurance groups
and companies in Israel as of September 2021

77% 13.3% 6.1%
15.9% 11.5%
M Clal Insurance Migdal
M Harel M Ayalon
Menorah M Others
M Phoenix 10.6%

Total gross premiums in the long-term care branch in the Group, in the first nine months of 2022, amounted to
approximately NIS 220 million, and constituted, in accordance with the Commissioner’s data, which are published on
the website of the Capital Markets, Insurance and Savings Division, approximately 5.5% of the activity in this branch
in the insurance market in Israel. In the corresponding period in 2021, total gross premiums amounted to
approximately NIS 228 million, and constituted approximately 6.1% of the activity in this branch in the insurance
market in Israel.
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Distribution of gross premiums in the long-term care insurance branch among
insurance groups and companies in Israel for the period January - September 2022

10% 4259

M Clal Insurance M Phoenix
M Harel Migdal
Menorah M Others

Distribution of gross premiums in the long-term care insurance branch among
insurance groups and companies in Israel for the period January - September 2019

1.0% g 35
6.1%

H Clal Insurance M Phoenix
M Harel Migdal
Menorah M Others

During the reporting year the trend of acquisitions of insurance agencies by institutional entities continued, which
could result in the strengthening of their sales branches.

Additionally, in recent years, credit card companies and entities with large customer clubs also created, for the first
time, insurance agencies owned by them, which use the data of their customers, in accordance with the terms which
were determined by the Commissioner. To the best of the Company’s knowledge, at this stage these agencies do not
market health products, except for international travel insurance policies.

As part of the Commissioner’s policy in recent years, significant reforms were promoted which involve the reduction
of tariffs, transparency and increased competition. These reforms affect, and will continue to affect, in the coming
years, the health insurance segment, and the profitability thereof, including the ability to continue selling products in
the segment. For additional details, see section 2.5.2 above.

According to the Company’s estimate, the competition in the health segment will increase in the coming years, as a
result of the competitive conditions in the market, as well as the combined future impact of regulatory reforms. Some
of the reforms are unique to the segment, as specified above, while other others are reforms of industry-wide
regulatory provisions, including the provisions of the circular regarding the “Collection of statistical information
regarding claim settlement and the method used to handle requests to withdraw and transfer funds”, after which
comparative figures were published on the website of the Capital Markets, Insurance and Savings Authority, regarding
the service level indicator of insurance companies.

In order to improve the market, the competition therein, and the transparency thereof, and to help policyholders
choose the most appropriate insurance for them, a calculator is available on the Authority’s website for the
comparison of health insurance, which is intended to allow the comparison of the main coverages sold in health
insurance policies (transplants, drugs and surgeries), among all insurance companies which market those coverages.
The purpose of the calculator is to increase competition in the market, and to allow policyholders to compare the
tariffs which are offered to new health insurance policyholders, as stated above.
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Additionally, as part of the disclosure and reporting circular pertaining to the establishment of the format for
submission of information reports to insurance applicants and to policyholders, with an emphasis on making the
information accessible to the policyholder simply and clearly, in order to help them understand the terms of the
purchased product, the information to be submitted to policyholders was expanded, including during the insurance
period, regarding the price of insurance, including an obligation to inform policyholders via text message regarding
the conclusion of the discount, and the increase of the insurance price. The aforementioned regulatory reforms,
including the publication of the aforementioned information, and/or parts thereof, constitute an additional
measurement tool in the policyholder’s selection of the insurance product.

In July 2021, the Competition Authority published a study regarding the individual health insurance market, which
focused on incentives of insurance agents in that market, which included, inter alia, an evaluation of the sale patterns
of agents in the health insurance segment, and the impact of the structure of economic incentives which are provided
by the insurance companies to agents, on sales patterns. In the report it was found, inter alia, that in general,
economic incentives which are paid by the Company to agents affect the agents’ sales, and that agents who work
with a large number of companies sell the most common policies in the market at lower prices than agents who work
with few insurance companies. The authors of the study therefore concluded that the insurance agents are not
optimally fulfilling the goal of choosing the best individual health insurance for customers. The Competition Authority
also raised possible alternatives regarding changes to the agent compensation model, including by way of a
prohibition against payments from an insurance company to an agent, and permitting payment to an agent from the
policyholders only; compensation which is not entirely derived from the premiums with respect to the policy (such as
compensation which is derived from the reimbursement of claims which the insurance company has paid to the
policyholder), or a prohibition against the provision of compensation in the form of bonuses, awards and benefits,
thereby restricting it to monetary reimbursement only.

At this stage, Clal Insurance is unable to estimate the impact of the aforementioned provisions on the Company’s
market share in the segment, particularly in the long term, which depends, inter alia, on the extent and ways in which
the recommendations will be adopted by the competent entities, on the conduct of competing entities, the
preferences of policyholders, and the business decisions which will be made accordingly.

Methods for dealing with competition

The Group deals with competition in this operating segment on several levels:

e Development of modern, innovative solutions which provide high-quality solutions for policyholders’ needs.

e Appropriate pricing of products, in consideration of all of the influencing factors, including distribution and sale
commissions, operating costs, policy resiliency and the cost of risk.

e The existence of high-quality information regarding past experience, which serves as the basis for risk
management.

e Reinsurance contracts and distribution of risks, in collaboration with reinsurers, in a manner which allows finding
appropriate solutions for the various types of consumers.

e Provision of rapid, effective, professional, fair and high-quality service, both to agents in terms of operations, and
to policyholders in terms of claims handling and service.

e The ability to adjust to changing market conditions, and to the uncertainty due to expected regulatory changes,
which pertains, is, to the aspects of operations, product adjustment and profitability.
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e Improvement of service given to customers and agents - inter alia, by providing advanced digital services,
operating service and operations centers to support the realization of the covers in the policy, and assisting agents
in exhausting the sales potential for their customers.

8.3.3. The main factors affecting the Company’s competitive position include:

e Many years of experience in the field of health insurance;

e The Group’s reputation in the segment;

e Long term relationships with agents marketing the Group’s products.

e Direct distribution network;

e The variety of health products which are sold under one roof;

e The service given by the Company to customers and agents, and the claim settlement method.

e Competitive barriers - for details regarding the lifting of barriers to entry to the market, see section
10.3.1.2 below.

8.4. Customers
The main types of customers in the health insurance segment are collectives and individual policyholders.

8.4.1. lllness and hospitalization*®

Presented below is the distribution of gross premiums (NIS in thousands) by types of customers in the illness and
hospitalization segment, for the years 2021 and 2022:

Proportion of Proportion of
total gross total gross
Gross premiums premiums for Gross premiums for premiums for
NIS in thousands for 2022 2022 2021 2021
Collectives® 188,443 14.40% 119,167 10.7%
Individual policyholders 1,119,989 85.60% 989,242 89.3%
Total 1,308,432 100% 1,108,409 100%

4 The scope of premiums in the illness and hospitalization insurance branch reflects the premiums which are paid with respect to
all policies in effect which were sold over the years, and changes therein do not necessarily indicate the change during the
reporting year.

50 Includes sales of international travel insurance at the health funds.
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Distribution of customers in the illness and hospitalization branch by premiums in 2022

14 4%

M Collectives
M Individual policyholders

Distribution of customers in the iliness and hospitalization branch by premiums in 2021

10.7%

H Collectives
B Individual policyholders

8.4.2. Long-term care™

Presented below is the distribution of gross premiums (NIS in thousands) by types of customers in the long-term
care segment, for the years 2021 and 2022:

Proportion of Proportion of
total gross total gross
Gross premiums premiums for Gross premiums premiums for
NIS in thousands for 2022 2022 for 2021 2021
Collectives>? 23,797 8.06% 34,909 11.7%
Individual policyholders 271,265 91.94% 264,477 88.3%
Total 295,062 100% 299,386 100%

Distribution of customers in the long-term care branch by premiums in 2022

8.06%

H Collectives

M Individual policyholders 01 04%

51 The scope of premiums in the long-term care insurance branch reflects the premiums which are paid with respect to all policies
in effect which were sold over the years, and change therein do not necessarily reflect the change during the reporting year.
52 Includes health fund policyholders.
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Distribution of customers in the long-term care branch by premiums in 2021

1.7%

M Collectives
M Individual policyholders 88.3%

The cancellation rate (including cancellation, reduction or non-renewal of policies) per year from policies which are
in effect at the start of the year, in terms of premiums, in the long term individual illness and hospitalization branch
(illness and hospitalization sub-branch only) amounted to approximately 8.8% during the reporting year, as compared
with approximately 8.1% in 2021.53

The cancellation rate (including settlement, cancellation, reduction or non-renewal of policies) for the year, from
policies in effect at the start of the year, in terms of premiums, in the individual long term care branch, during the
reporting year, amounted to approximately 2.4%, as compared with 2.1% in 2021.5

The Group is not dependent on any single customer or on a limited number of customers in the health insurance
segment, the loss of which would significantly impact the operating segment.

The Group has no single customer whose income in the segment constitutes 10% or more of the Group’s total income
in the consolidated reports.

5 In accordance with the provisions of the Commissioner's circular, the cancellation rate is calculated by dividing the premium
amount which was charged in the last month of the year, by the premium amount which was charged in the last month of the
previous year. The calculation only refers to policies which commenced before the current year, after neutralization of the
increase in tariffs.

5 See footnote 52 above.
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Part Ill - Additional Information Regarding Branches Which Were Not Included in the Operating Segments

Additional information regarding other operations which were not included in the operating segments

Clal Agency Holdings

Clal Agency Holdings is a wholly owned subsidiary of the Company, which concentrated the holding of the Group’s
insurance agencies. For additional details, see section 10.8 below.

Credit to finance construction projects and provision of mortgages

e Michlol

Michlol Urban Real Estate Renewal Solutions Ltd. (hereinafter: “Michlol”) is a company founded in 2018, which is
engaged in the provision of financing to entrepreneurs in various real estate projects, and particularly projects in the
segment of residential property and urban renewal. In 2020, Clal Insurance sold all of its shares in Michlol (28% of
Michlol’s share capital) to Clal Finance, a wholly owned subsidiary of the Company, which was previously an inactive
company. Michlol also allocated to Clal Finance 7% of its shares, such that, after the allocation, Clal Finance held
approximately 35% of Michlol’s share capital.

On August 22, 2021, Michlol completed its initial public offering. Following the dilution due to the issuance, and the
Company’s acquisition in the issuance, Clal Finance holds a stake of 24.9% in Michlol shares.

Additionally, Clal Finance was given an option for a period of up to 5 years after the listing date of the Company’s
shares, without consideration, for 2,546,585 shares of Michlol, in accordance with the determined conditions.

Following the issuance and the receipt of the aforementioned option, the Group recorded profit in an immaterial
sum.

Clal Insurance provided, and is continuing to provide, credit and Sale Law guarantees to Michlol, under an agreement
which was signed between them.

For details regarding Clal Insurance’s activity in the guarantees segment and in the segment of residential construction
accompaniment loans, see section 7.1.1.4(c) above.

e Provision of mortgages

Clal Insurance provides, as part of its investing activities, mortgage loans against pledges on real estate properties.
Some of the mortgages which are provided by Clal Insurance are loans of the “reverse mortgage” type, which are
given to borrowers aged 60 or older, against a pledge on the residential apartment.

On October 2, 2022, drafts of Proper Conduct of Banking Business Directive were published, which regulate the
principles of providing loans of the reverse mortgage type (loans against pledge on residential apartment to
borrowers over age 60, with undefined repayment dates, and for which there are no monthly repayments of the loan
principal), by banking corporations.

According to the Company’s estimate, insofar as the aforementioned provisions become binding, as currently
phrased, they are expected to increase competition in the field of reverse mortgages.

The information presented on all matters associated with the possible implications of the draft provisions of Proper
Conduct of Banking Business Directive constitutes forward looking information, which is based on the Company’s
estimates and assessments, and actual results may differ significantly from the forecast, inter alia, according to the
final wording of the provisions, insofar as it will be published, and in light of the fact that actual implementation may
differ from the forecast, and depends, inter alia, on the conduct of banking corporations, and the preferences of
customers.
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Part IV - Additional Information on the Level of the Corporation - Matters Pertaining to the Activities of the Group

as a Whole

Additional information on the level of the corporation

General environment and the impact of external factors on activities

For details regarding a description of trends, events and developments in the Group’s macro-economic environment,
which currently affect or are expected to affect on the Group, see the specific reference under the various operating
segments, and Part B of the Report - Board of Directors’ Report, section 3.

Restrictions and supervision of the corporation’s activities

The Group’s activities in the various segments are subject to the general provisions of the law and also to the
provisions of the law which apply to each operating segment, as described above.

Along with the general laws, insurance and pension savings activities in Israel, which is the main component of the
Group’s activities, are subject to unique laws which apply to the branch, including the Insurance Law, the Insurance
Contract Law, 1981, the Provident Funds Law, the Pension Advice Law and regulations enacted pursuant thereto, and
also to principle rulings of the courts, which affect activities in insurance and pension savings in Israel, including as
regards the interpretation of the aforementioned laws and regulations.

Clal Insurance holds an insurer license, and Clal Credit Insurance holds an insurer license for its relevant fields of
activity. For details regarding the permit for control of the Group’s institutional entities, see Notes 1 and 16(e)(7) to
the financial statements. Clal Pension and Provident Funds and Atudot Havatika have an insurer license in the pension
insurance branch, in accordance with the Insurance Law, and Clal Pension and Provident Funds and Atudot Havatika
also have approvals for the management of the provident funds which are managed by it.

The member companies in the Group are overseen by various oversight authorities, including the Commissioner, who
oversees the activities of the institutional entities and the insurance agencies in the Group. Additionally, the Company
and Clalbit Finance are overseen by the Israel Securities Authority. Additionally, in recent years, new enforcement /
reporting authorities have been conferred upon additional regulatory authorities, including the Competition
Authority (formerly known as the Antitrust Authority), the Privacy Protection Authority and the Supervisor of Credit
Data Sharing at the Bank of Israel. Member companies in the Group are exposed, from time to time, to administrative
enforcement proceedings and to the imposition of fines by various regulators. For additional details, see Note 41(d)
to the financial statements. The Group’s member companies are also exposed to class actions on various matters
arising from the provisions of the law, which apply to the institutional entities, including those which are included in
this chapter, and those which are included in other chapters in the report regarding the description of the
corporation’s business. For details regarding class actions which were filed against institutional entities in the Group,
see Note 41(a) to the financial statements.

In light of the closing of the Max acquisition transaction, the Group’s activity is expected to be supervised also by the
Banking Supervision Department at the Bank of Israel. For additional details regarding the Max acquisition agreement,
see Note 42(j) to the Company’s financial statements.

As part of its enforcement plans, in recent years the Company has conducted compliance surveys, gradually and in
different segments, in which gaps are identified which the Company then works to resolve, within the framework of

action plans which it has established.

Presented below is a summary of the provisions of the law and the final circulars which were published during and
after the reporting year, as well as a summary of drafts which were published by the Commissioner, which apply to
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the activities of the Group’s member companies and which are material to their activities, in addition to the laws
specified in the description of the operating segments, and additional sections above and below. For details regarding
the regulatory restrictions which apply to the Group’s institutional entities, in connection with the capital
requirements and the requirements regarding the control of the Company, and for details regarding industry-wide
decisions of the Commissioner, see Notes 16(d) and (f) and Note 41(d) to the financial statements.

The Concentration Law

The Law to Promote Competition and Reduce Concentration, 2013 (the “Concentration Law”) was published in
December 2013, and is intended to reduce the level of concentration in the Israeli economy, through several central
processes, including, inter alia, the imposition of restrictions on incorporation through a pyramid structure, the
imposition of increased corporate governance rules on pyramid companies, creating a separation between holdings
of significant real operations and of significant financial operations, and establishing a “insurer with no controlling
shareholder” mechanism.

In accordance with the provisions of the Concentration Law, a pyramid holding structure is restricted to two tiers
only®>.

In accordance with the provisions of the Concentration Law, beginning on December 10, 2019, a significant real
corporation, or the controller of such a corporation, may not hold control of a significant financial entity, and may not
hold over 10% of a certain type of means of control in the aforementioned entity, and may not hold over 5% of a
significant financial entity which has no controlling shareholder.>®

Beginning in May 2015, a list of the concentration entities has been published in the Official Gazette from time to
time, as well as a list of the significant real corporations and a list of the significant financial entities. In accordance
with the provisions of the Concentration Law, the following will be considered as a concentration entity, inter alia: a
significant financial entity, a significant real corporation, and any entity which belongs to a business group (a
corporation, an entity holding control of a corporation, and a corporation under the control of any of the above),
which includes a significant financial entity or a significant real corporation. In accordance with the lists which
were published in February 2020, the member companies in the Group which are institutional entities are
classified as significant financial entities, while the member companies in the Group which are not
institutional entities are included on the list of centralized entities (in light of the fat that they belong to a
group which includes a significant financial entity).

In September 2022, a publication appeared in the economic media according to which, further to Alrov’s request to
receive a permit for the control of the Company, and further to the position of the Capital Market Authority, according
to which Clalbit Finance should be considered as a financial corporation for the purpose of Chapter D of the
Concentration Law, the Committee on Reducing Concentration expressed its position that Clalbit Finance should be
considered as a real corporation, in a manner which rejected the Capital Market Authority’s interpretation.

In September 2022 the Taskforce on Evaluating Chapter D of the Concentration Law (hereinafter: the “Concentration
Evaluation Taskforce”) published a report, in which it was proposed to define an insurer’s issuance corporation as a
financial entity, in a manner which accords with the Capital Market Authority’s position, as presented above.

It was further stated in the report that the discussions regarding the report included the mention of concerns
regarding developments in the institutional entities’ holdings over the years, which are leading to market
concentration of the institutional entities. In light of the various opinions which were raised in the taskforce, and in

%5 A “tier company” is a company or foreign company which constitute a reporting corporation, excluding companies which were

excluded in accordance with the definitions of the Concentration Law. The terms “tier company”, “second tier company” and
“other tier company” are as defined in the Concentration Law.

% The Concentration Law also prescribes that an institutional entity's holdings in a certain type of means of control of a significant
real corporation may not exceed 10%.
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light of the economic scope and implications of the matter, the taskforce decided to conduct evaluations and continue
working on the matter, outside of the framework of the report.

At this stage, before an official directive has been published determining whether issuance companies owned by
insurers should be classified as financial corporations or real corporations, the Company is unable to assess the effects
of the foregoing publications, although the foregoing classification could affect the development of the Group’s
activity and its holding structure, in a manner whereby the scope of Clalbit Finance’s liabilities, together with the
other liabilities of the Company and of the real corporations which are controlled by the Group, except for certain
liabilities which are excluded from the foregoing calculation, pass the threshold leading to classification as a significant
real entity, this could affect the possibility of the Company to continue holding Clal Insurance, Clalbit Finance and Max
Group, and/or could result in the need for structural changes in the Group and/or could lead to the need to evaluate
the debt structure. At this stage, in light of the balance of liabilities of Clalbit Finance and the real corporations in the
Group (for details, see Note 25 to the financial statements), the real corporations in the Group are not considered
significant real corporations, and are not expected to be considered as such, including after the closing of the Max
acquisition transaction, in consideration of the debt balances which are included in the above calculation, and which
exist in WPI Group as of the publication date of the report.

For additional details regarding the status of control, see Note 1 to the financial statements.

For details regarding the restrictions pursuant to the Concentration Law regarding aspects of investment
management, see section 10.5.4.2 below.

In addition to the above, the provisions of the Concentration Law, and restrictions by virtue thereof, could affect the
development of the Group’s activity, regarding the investment of members’ funds, regarding strategic investments,
and regarding its holding structure. For additional details, see Note 1 to the financial statements.

Corporate governance in public companies without a controlling shareholder

On June 20, 2022, the Ministry of Justice published the Companies Bill (Amendment No. 36) (Corporate Governance
in Public Companies Without a Controlling Shareholder) (the “Bill”), further to the Memorandum and Draft
Companies Regulations (Matters Not Constituting Ties) (Amendment No. __), 2021 (the “Draft Regulations”), which
were published in March 2021.

In light of the fact that, in recent years the number of listed companies in Israel with a decentralized ownership
structure has increased, it was proposed in the bill to adjust and update the rules of corporate governance which
apply to companies without a controlling shareholder. The proposed amendments address, inter alia, the definition
of control, by adding a rebuttable presumption according to which, in a company which has no shareholder holding
over 50% over the Company’s means of control, holding of 25% or more of the Company’s means of control will be
considered as hold control thereof; The obligation to appoint outside directors in a company without a controlling
shareholder was replaced with an obligation to appoint a majority of independent directors to the Board of Directors
and to board committees; The “prohibition against ties” applicable to an outside director was also expanded with
respect to the prohibition against ties between the outside director and “any director” in the Company, and not only
with respect to the Chairman of the Board; It was proposed to allow compensation to a Chairman of the Board who
is an independent director, beyond the compensation cap for outside directors; It was proposed to establish a process
for the proposal of candidates for tenure as directors on behalf of the Board of Directors, by an independent
appointment committee; It was proposed to regulate the process for approving transactions with directors, and for
approving extraordinary transactions with material shareholders who hold 10% or more of a certain type of the means
of control of a company without a control core.

As of the present date, the Company is unable to estimate the consequences and effects of the proposal and the draft
amendments, inter alia, in light of the fact that they are subject to strict directives by virtue of its status as the
controlling shareholder of an insurance company. For details regarding the status of the control of the Company, see
Note 1 to the financial statements.
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Provisions regarding the implementation of a Solvency ll-based solvency regime

In January 2022, a term sheet was published regarding the conducting of the own risk and solvency assessment (ORSA)
process in insurance companies, as well as an amendment to the consolidated circular regarding reporting to the
Commissioner of Capital Markets - own risk and solvency assessment (ORSA) in insurance companies.

The ORSA process is a part of the second layer, which pertains to internal control processes, risk management and
corporate governance, and is intended for insurance company’s independent assessment of the various risks to which
it is exposed, and the adequacy of the cushions held against them.

In the circular, it was determined that insurance companies will report to the Commissioner of Capital Markets, once
per year, regarding their own risk and solvency assessment (ORSA), as well as rules and principles of reporting.

In accordance with the term sheet, supplementary principles were established regarding the framework of risk
management and capital management in the insurance company, according to which the Company is required to
evaluate the reciprocal relationship between the general strategy and the annual work plan, the Company’s risk
profile, the risk management policy, the overall level of exposure, and the adequacy of cushions, according to various
assumptions and scenarios. As part of the above, it is necessary to evaluate and take into account the capital
management policy, the capital targets, and the various risk management tools which are applied in the Company.
The term sheet includes principles of risk management in insurance companies, and specifically addresses various
types of risks, including the determination of a policy for the management of the significant risks, establishing a
framework for internal reporting, evaluating risk factors which are additional or different from the assumptions used
in the calculation of the solvency ratio, and more. The term sheet also includes guidelines for capital management
and an insurance company’s proper operation, based on a quantitative and qualitative evaluation of the exposure to
risk factors through sensitivity tests and financial, demographic and operational scenarios, in a time horizon of 3to 5
years, with reference to the Company’s risk profile, and the time horizon of its liabilities.

The circular’s main provisions entered into effect on January 1, 2023, and the remaining provisions are expected to
enter into effect on January 1, 2024. Accordingly, in January 2023, the Group’s insurance companies submitted a
report to the Commissioner.

The Insurance Contract Law

The exposure to monetary demands, whether specific or general, is subject to prescription. The prescription period
in insurance products varies depending on the type of product and event regarding which prescription has been
claimed. The exposure to prescription is particularly high in “long term claim” insurance branches and in long term
insurance branches in the life insurance and health insurance segments, in which Clal Insurance is engaged. The period
of time required to investigate the claim, which is sometimes long, particularly in class actions, extends the period
during which the Company is required to make repayments, as part of the prescription period.

Further to the trend in recent years of extending the prescription period in some insurance branches, in June 2022
the Ministry of Justice published a proposed amendment of the Insurance Contract Law regarding prescription and
special interest, in which it is proposed to determine that, despite the provisions regarding prescription in the
Insurance Contract Law, the prescription period will not pass for one year after the date of submission of a complaint
to the Commissioner, for the purpose of investigating it in accordance with his authority, but no more than four years
after the occurrence of the insurance event, and regarding life insurance, illness and hospitalization insurance and
long-term care insurance - no more than six years after the occurrence of the insurance event.

It is further proposed to expand the Court’s authority to order an insurer to pay insurance benefits which were not
disputed in good faith, plus special interest, such that the Commissioner will be given a similar authority to order the
insurance companies to pay a special interest payment when the Commissioner worked to investigate a complaint in
accordance with his authority, and found that benefits which were not disputed in good faith had not been paid.

The aforementioned amendment, insofar as it is accepted in its current version, is expected to result in an increase
in the Company’s insurance liabilities and claim settlement costs.
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Further to the above, in August 2022, a memorandum in amendment of the Insurance Contract Law was published,
in which it was proposed to establish an explicit provision obligating insurers to pay insurance benefits to
policyholders in accordance with the required dates and amounts, in accordance with the provisions of the law and
the contract, and in parallel, it was proposed to amend the Control of Insurance Law and to authorize the
Commissioner to impose financial sanctions on insurers who have not paid the insurance benefits in accordance with
the provisions of the law, following the Commissioner’s investigation of the policyholder’s complaint, in accordance
with his legal authority.

Insofar as the wording is accepted as binding, the regulator’s authorities with respect to enforcement measures and
with respect to the imposition of financial sanctions will be extended.

For details regarding assertions in connection with the extension of the prescription period with respect to long-term
care claims from the past which are raised, from time to time, by Maccabi health fund and/or the new insurer of
Maccabi policyholders, see section 8.1.2.2(c) above.

The Company’s estimates regarding the effects of the bill regarding the extension of the prescription period in
insurance and the determination of special interest, and the law memorandum regarding granting to the
Commissioner the authority to impose financial sanctions, constitute forward looking information, which is based
on the Company’s non-final assessments which are known as of the publication date of the report. The results of
the aforementioned amendment may differ significantly from the forecast, inter alia, in light of the uncertainty
regarding its final wording, insofar as it is published, and regarding the way in which it may be applied by the
Commissioner.

Directives due to the coronavirus pandemic

Due to the coronavirus pandemic, the Commissioner published several directives, including postponing the date of
entry into effect of various provisions, and postponing deadlines for reporting to the Authority on various matters.
For additional details, see sections 10.5.5.2 and 10.8.1.1(b) below.

Sharing of financial information

A. Credit Data Law Memorandum

In October 2021, the Credit Data Law Memorandum (Various Amendments), 2021, was published, which on the one
hand expanded the possibilities for the use of customers’ credit data, and on the other hand significantly expanded
the inspection and enforcement authorities of the Supervisor of Credit Data Sharing. The memorandum included
provisions, inter alia, which stipulated that the credit indicator may be given also to ensure the fulfillment of the
transaction terms, and not only for the purpose of engaging in new transactions, and that it will be expanded from
binary indicator to the question of whether or not to grant credit to customers, to a broad indicator which will include
assessment of the chance that a customer will make their payments.

The Supervisor of Credit Data Sharing’s authorities were also expanded, and it was determined, inter alia, that he will
be entitled to conduct inspections of the IT systems of the credit provider / information source in case of suspected
violation of customer privacy or information security; will be entitled to notify the information source or the credit
provider, as defined in the law, that defects were identified in their activity, in contradiction of the provisions of the
law, and to demand the correction of the defects, to impose sanctions. The Group’s institutional entities report to
various data to the Supervisor of Credit Data Sharing, in accordance with the rules prescribed in the Credit Data Law,
and in regulations enacted by virtue thereof.

For details regarding the general exposure of institutional entities from the Company’s group, including with respect
to enforcement authorities and/or alerts regarding the Commissioner’s intention to impose financial sanctions on
those entities, inter alia, in connection with decisions and/or position papers which are published by oversight bodies,
see Note 41(d) to the Company’s financial statements.
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B. Provision of financial information services

The Financial Information Services Law was published in November 2021.

Under the Financial Information Services Law, various financial entities which maintain customer data (hereinafter:
“Information Sources”), including the institutional entities, were required to allow license holder entities, or
supervised license-exempt entities (banks, institutional entities, credit card companies and deposit and credit unions)
(hereinafter: “Financial Information Service Providers”), to gain, with the customer’s consent, online access to a
customer’s financial information. Financial information service providers which received a license from the Israel
Securities Authority will be overseen by it, while financial information service providers which are overseen by a
dedicated regulator will be overseen by it as well for the purpose of this law, including regarding the imposition of
financial sanctions in case of a violation. The financial information which the institutional entities are required to
submit includes information regarding credit, with respect to both individuals and corporations, beginning on
November 14, 2023 for individuals, and beginning on May 15, 2024 for corporations.

Based on the financial information which will be received, financial information service providers will be able to offer
services such as concentrating all of the data in a single location, comparing costs between different financial entities,
transferring information to financial entities for the sake of receiving value offers for the customer (i.e., competing
price quotes), as well as financial advice, all through advanced digital means. The Financial Information Services Law
imposes on financial information service providers the duties of trust, caution and confidentiality, and determines
that service providers which are information sources will not be entitled to give customers offers on their behalf, with
respect to a product or service which is not included as part of the information which it is required to submit by law,
or any similar product / service.

In March 2022, a circular was published regarding “instructions for financial information service providers”, which
established provisions regarding the method for receiving the Capital Market Authority’s approval for an institutional
entity to operate as a financial information service provider, and provisions regarding the activity of an insurer as a
financial information service provider.

In August 2022 an amendment to the circular regarding provisions for financial information service providers was
published, in which provisions were added regarding the regulation of an insurer’s activity as a financial information
service provider, regarding the receipt and use of digitally signed certificates, disclosure in contractual agreements
with customers, provision of customer service and consideration received from other entities.

In March 2023, the “draft circular regarding provisions for financial information sources which constitute
institutional entities” was published, which will apply to all institutional entities that have credit data, as defined in
the Financial Information Services Law, with respect to a customer, and which, by law, are subject to the obligation
to provide access to financial information. The draft establishes provisions which regulate the activity of the
institutional entities which, by law, constitute institutional entities, including reference to aspects of corporate
governance; access to financial credit data; architecture, information security and cybersecurity; access permissions
of customers; rules regarding the service level for financial information service providers; a policy regarding the
reporting and publication of provisions pertaining to the standard regarding the transfer of data.

The Company believes that the adoption of the provisions of the Financial Information Services Law, the draft circular
regarding “directives for financial information service providers which constitute institutional entities” will involve
operational consequences on the one hand, and business opportunities on the other, while increasing competition in
the financial market. For details regarding the transfer of information in the pension savings segment and the pension
clearing house, see section 6.2.1(b) above.

The information presented on all matters associated with the legal provisions regarding the provision of financial
information services constitutes forward looking information, which is based on the Company’s estimates and
assumptions, and actual results may differ significantly from the forecast, inter alia, in light of way in which the
directives will be implemented by the various regulators, and the conduct of various entities in the financial market,
and the preferences of consumers.
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C. Regulation of payment services activity

In March 2023, the Economic Arrangements Bill was published, in which it is proposed to enact the Regulation of
Engagement in Payment Services Law, 2022, the purpose of which is to regulate the engagement in payment services
which are provided by extra-banking entities, in order to encourage competition by allowing extra-banking entities
to enter the field of electronic payments, along with banks.

These services, the engagement in which will require a license and oversight by the Israel Securities Authority or the
service provider’s dedicated regulator, include management of a payment account which allows transferring
payments in exchange for products and services; issuance of payment methods; clearing of payment transactions;
issuance of payment methods; advanced initiation service (providing the payer with payment methods, and
undertaking to transfer the payment order in question to the payment account manager, for the execution thereof).

The Company is studying the 2023 Economic Arrangements Bill, which is in preliminary stages of the legislative
procedure, and at this stage is unable to assess its consequences.

Service and addition to insurance processes

A. Addition to insurance - senior citizens

The circular regarding addition to insurance regulates the conduct of insurance companies and insurance agents when
adding an insurance applicant to an insurance plan, including, inter alia, provisions regarding the process of tailoring
the insurance to the customer’s specific needs.

In January 2022, an amendment to the addition to insurance circular was published, which includes, inter alia,
provisions which are intended to adjust the process of addition to insurance for senior citizens, including a
requirement that the process of addition to insurance for senior citizens, following an initiated marketing process,
must be performed by service representatives who have been trained for that purpose, and that insurance applicants
will be offered to consult with representatives on their behalf. It was further proposed to determine that the sale
process will be performed in stages, in order to ensure that the addition to insurance for senior citizens is performed
with clear intent on their part.

The amendment also includes a new requirement to conduct increased adjustment of needs upon cancellation of a
policy and transition to another company, also in certain non-life insurance branches, which were not subject to the
foregoing obligation until now.

A requirement to record addition to insurance processes conducted by phone was also established.

In June 2022, an additional amendment to the aforementioned circular was published, which included, inter alia,
several adjustments to the process of initiated marketing to policyholders who are senior citizens. Provisions were
also established regarding the presentation of the various alternatives for the composition of coverage upon addition
to insurance, by the same means that were used to make the addition. It was further decided to postpone the
application date of most of the circular’s provisions to August 31, 2022, and the application date of certain provisions
was postponed to December 1, 2022. A transitional provision was also issued, which determined that the provisions
of the addition circular will not apply to the marketing of insurance plans for health and non-life products which are
time-restricted, and which are acquired without initiated marketing, from August 31, 2022 until December 31, 2023.

In September 2022 and March 2023, additional amendments to the addition to insurance circular were published, in
which it was determined, inter alia, that the provisions regarding the process of initiated marketing to policyholders
who are senior citizens will not apply to addition performed during a physical meeting. It was further determined that
a payment method may not be demanded of an insurance applicant as a condition for providing a product’s details
or price. It was further decided to postpone the application date of the provisions regarding sending insurance
coverage to senior citizens in health insurance as of May 1, 2023. Additional preparation time was also given for the
purpose of technological preparation for adopting the provisions regarding the presentation of alternatives to the
default option to insurance applicants, to December 1, 2022.

1-131



Clal Insurance Enterprises Holdings Ltd. Part A - Description of the Corporation’s Business

The Association of Insurance Agents in Israel filed a petition with the Supreme Court against the circular’s entry into
effect, which was dismissed in February 2023.

B. Customer service in institutional entities - senior citizens

The circular regarding customer service in institutional entities (the “Service Circular”) is intended to ensure its
adequate level, and to implement ongoing improvement in the service received by the customers of institutional
entities.

In January 2022, an amendment was published to the service circular, which was intended to ensure the provision of
rapid, rapid and respectful service to senior citizens.

The amendment to the service circular establishes, inter alia, the obligation to appoint a senior citizens supervisor,
with the status of a senior employee, who will determine the institutional entity’s policy regarding the provision of
service to senior citizens; Dedicated training for persons providing service to senior citizens; Creating a dedicated call
router for senior citizens; Proactively calling senior citizens by phone for the purpose of providing information
regarding major points in the product’s lifetime; And submission of an annual report regarding the institutional
entity’s fulfillment of the policy, and the work plan on the subject.

In June 2022 an additional amendment to the aforementioned circular was published, in which clarifications were
added regarding the circumstances in which policyholders who are senior citizens may be actively contacted; It was
further determined that senior citizens may not be actively contacted by phone except in case the policy is expected
to canceled, under circumstances which are not at the policyholder’s initiative (in order to avoid a situation in which
a health or long-term care insurance policy has been canceled without the policyholder’s knowledge).

The Company believes that the above amendments to the addition circular and to the service circular, particularly
with respect to senior citizens, add to the already existing complexity in sale and service processes, affect the
processes involved in retention and renewal of various insurance coverages, and will require appropriate operational
and IT preparations, including the associated complexity.

The Company’s estimate in connection with the possible implications of the amendments to the addition to
insurance circular constitutes forward looking information, based on the information which was available to the
Company as of the reporting date. Actual results may differ from the estimated results and depend, inter alia, on
the conduct of distributing entities and on the choices of customers.

C. Service letters

Further to a circular which was published in 2015, which established rules regarding the implementation and
marketing of service letters, including regarding tests for the implementation of service letters, the insurance
company’s liability, the selection of service providers, and the marketing of service letters without the insurance
company’s involvement (hereinafter: the “Service Letters Circular”), in September 2022 and February 2023 the
Commissioner published amendments to the service letters circular (hereinafter: the “Amendment to the Service
Letters Circular”), in which it was proposed to determine, inter alia: 1) that the service letter will not include the
provision of maintenance service, periodic service, preventive service or products repair; 2) Regarding service letters
in health insurance - that service letters in health insurance will not include the provision of service involving coverage
which is included under additional health policies which form a part of the fourth layer of the health insurance reform
(on this matter, see section 8.1.2.1 above). It was further determined that service letters which include coverage for
medical situations which are marketed without the involvement of an insurance company will be sold separately from
the sale of insurance plans, and once at least three business days have passed between the sale of the insurance plan
and the sale of the service letter. The aforementioned provisions are scheduled to enter into effect on May 1, 2023.

The provisions of the amendments to the service letters circular may reduce the scope of services which are sold
under the service letters, which do not involve an insurer.
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The Company’s estimate in connection with the possible implications of the amendments to the service letters
circular constitutes forward looking information, which is based on the information that is available to the
Company as of the reporting date. Actual results may differ from the estimated results, and depend, inter alia, on
the wording of the policies and on the conduct of entities distributing the service letters, including the insurance
agents.

Protection of Privacy Bill

In January 2022, the Protection of Privacy Bill (Amendment No. 14), 2022, was published, which is intended to adjust
the law to current challenges facing the protection of personal information in databases, on several levels: (1)
Improving the oversight and enforcement capabilities of the Privacy Protection Authority, and establishing an
administrative enforcement mechanism which will serve as an alternative enforcement mechanism as part of the
criminal procedure, in certain cases; (2) Limiting the scope of the registration obligation which applies to databases;
and (3) Adjusting the definitions of terms in the Protection of Privacy Law which pertain to the protection of
computerized personal information, technological, social and economic developments, which have occurred since
the law was enacted, and modern arrangements of protecting personal information around the world, first and
foremost among them the GDPR (General Data Protection Regulation) of the European Union.

The Company is studying the provisions of the aforementioned proposal, which is in preliminary stages of the
legislative procedure, and at this stage is unable to assess its consequences.

In December 2022, the Privacy Protection Authority published an opinion paper regarding the interpretation of the
concepts “data” and “knowledge of a person’s private affairs” in the Protection of Privacy Law.

Amendment to the provisions of the consolidated circular regarding the supervising actuary and chief actuary

In September 2022, an amendment to the provisions of the consolidated circular regarding the supervising actuary
and chief actuary was published, which implemented the principles of Solvency Il and IAIS in the applicable regulations
in Israel regarding the actuarial staff, its functions, and its characteristics. The circular included, inter alia, the
establishment of a new function of chief actuary, who will be responsible for leading the actuarial staff and overseeing
the work of the supervising actuaries who are responsible for the various insurance branches, and who will be
responsible for the professional aspects which require a general overview of the insurer’s activity. As part of the
foregoing, it was determined that the chief actuary will submit, once per year, an actuarial report reviewing the
manner of implementation of the actuarial aspects in the solvency provisions, and to express his opinion regarding
the underwriting policy and reinsurance arrangements. It was also determined that the chief actuary will be required
to report to Company management and to the Board of Directors regarding the reliability and adequacy of the
calculation of insurance liabilities. Additionally, in order to maintain independence in accordance with Solvency ll, it
was determined that the actuarial staff, and its leader, be subordinate directly to the insurer’s general manager.

Most of the aforementioned provisions entered into effect on January 1, 2023.

Adjudication of interest and linkage

Further to the report of the inter-ministerial committee on the evaluation of interest rates, pursuant to the
Adjudication of Interest and Linkage Law, from October 2021, in May 2022, the Adjudication of Interest and Linkage
Bill was published, in which it was proposed to update the interest and linkage mechanisms which will apply to ruled
amounts in rulings given by judicial authorities (hereinafter: the “Adjudication of Interest and Linkage Bill”).

Inter alia, two alternatives for the calculation of the base interest rate were proposed - NIS interest and linked interest,
and determination of NIS interest as the default interest rate for the linkage of amounts ruled upon in legal
proceedings; Splitting the mechanism of interest in arrears into two components - Interest and arrears penalties, due
to the different purposes of the interest mechanism and the incentivization mechanism to pay the debt, and
specification of the circumstances in which each component will be required; addition of arrears penalties to the debt
quarterly, instead of daily; cancellation of the application of the “compound interest” mechanism to arrears penalties,
and cancellation of the foreign currency interest currently prescribed in the Adjudication of Interest and Linkage Law.
As part of the promotion of the foregoing reform, in February 2023, the Draft Adjudication of Interest and Linkage
Regulations (Determination and Calculation of Interest Rate) was published, in which it is proposed to establish new
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mechanisms for calculating the base interest rate (NIS interest and linked interest) and arrears penalties (hereinafter:
the “Draft Interest And Linkage Regulations”).

The proposed draft regulations are subject to the passing of the Adjudication of Interest and Linkage Bill.

Insofar as the Adjudication of Interest and Linkage Bill and the draft Interest and Linkage Regulations are enacted,
they are expected to affect the Company’s activity in connection with insurance benefit payments under insurance
policies, in @ manner which will increase the interest component which is paid in claims that are filed against the
Company (due to the effect of the amendment on the Insurance Contract Law, which refers to the interest mechanism
in the Adjudication of Interest and Linkage Law), and in connection with the execution of payments within the
framework of legal proceedings, enforcement proceedings and certain agreements to which the Company is party,
and consequently, In cases where the payment of interest is required, it is expected to result in an increase in the
Company’s liabilities. The foregoing provisions are also expected to have operational consequences, in light of the
significance of the changes included therein, on various work processes.

The Company’s estimate in connection with the possible implications of the bill and the draft regulations
constitutes forward looking information, which is based on the information that is available to the Company as of
the reporting date. actual results may differ from the estimated results, and depend, inter alia, on the final wording
of the bill and draft regulations, and also on the Company’s actions with respect to activities requiring the payment
of interest, and on market conditions.

Barriers to entry and exit

Presented below are details regarding the main barriers to entry in the Company’s main operating segments:

Licensing obligation and permit requirement

(A)  Theengagement ininsurance requires a license, in accordance with the Insurance Law and the Provident Funds
Law, and is overseen by the Capital Markets, Insurance and Savings Authority in the Ministry of Finance. Clal
Insurance and Clal Credit Insurance hold insurer licenses in accordance with the Insurance Law. In the non-life
insurance segment, a company which is active in the credit and foreign trade risks insurance branches must
engage in that branch exclusively. After the reporting date, following the closing of the Max transaction,
conditions were added to the licenses of Clal Insurance, Clal Pension and Provident Funds, and Clal Credit
Insurance. For additional details, see Note 42(j) to the financial statements.

(B) A managing company of an annuity paying provident fund is also required to receive an insurer license in
accordance with the Insurance Law, and the aforementioned insurer license will be considered as a managing
company license with respect to all of the provident funds which are managed by it. A managing company to
which an insurer license has been given, as stated above, is entitled to manage all types of provident funds,
excluding insurance funds. A managing company may manage one comprehensive new pension fund which is
entitled to designated bonds®’, one new general pension fund which is not entitled to designated bonds, one
old pension fund and provident funds. A managing company is entitled to engage in the management of
provident funds only. A managing company may engage in another segment which pertains to a pension
product that was approved by the Commissioner, subject to the approved terms, provided that the
engagement is regulated in accordance with the provisions of the Provident Funds Law, the Insurance Law or
the Pension Advice Law.

57 For details regarding changes to the guaranteed return mechanism in pension funds, see section 10.5.5.1(c) below.
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Additionally, any provident fund which is managed by a managing company requires approval for the
management of a provident fund, which must be renewed annually. Also life insurance products which are
managed as provident funds (insurance funds) require approval which is renewable on an annual basis.

Clal Pension and Provident Funds and Atudot Havatika hold an insurer license in the pension fund branch, in
accordance with the Insurance Law, as well as approvals for the management of the provident funds which
are managed by it.

The holding of more than five of a certain type of means of control of an institutional entity is conditional upon
the receipt of a permit for the holding of means of control from the Commissioner, and the control of an
institutional entity or insurance agency also requires a permit from the Commissioner, inter alia, in accordance
with the provisions of the policy document regarding control of an institutional entity, from December 2014,
which were published by him. For details regarding the status of the control of the Company, see Note 1 to
the financial statements. For details regarding the “policy regarding the issuance of a permit for the holding
of the means of control of an institutional entity without a controlling shareholder to entities which manage
customers funds”, which allows, under certain conditions, certain entities to receive a permit for holding which
will not exceed 75%, and regarding the expansion of that policy also with respect to institutional entities which
have a controlling shareholder, and regarding the status of permits in the Group, see section 10.5.4.2 below.
The regulatory permits for holding of the Group’s institutional entities, and the methods for the regulation
thereof, may from time to time affect the Group’s activity.

In January 2020, the “draft policy regarding control of a corporate agent” was published, which is intended
to describe the Commissioner’s policy regarding the evaluation of requests for permits for control of a
corporate agent, the Commissioner’s considerations in evaluating those requests, and the method for
submission of such requests. The draft determines that the evaluation of the requests will include taking into
account, inter alia, considerations involving the petitioner’s control over the corporate agent through the
insurer / the insurer’s parent company, or the insurer’s status as a company without a controlling shareholder,
as well as considerations of competition, and considerations of the public interest. As of the publication date
of the report, the final version of the directive had not yet been published, and the Company is therefore
unable to predict its consequences, insofar as it is published.

Additionally, in August 2021 a policy for submitting requests for a corporate agent license was submitted,
which was intended to regulate the method for filling out data, and the documents which are required for
submission as part of the application, in a manner which will create certainty regarding the required
documents when submitting an application for an insurance agency license, including a distinction between
an applicant whose shareholders all hold an agent license, or applicants which have received a permit for
control of an institutional entity, and other applicants.

For details regarding proposed restrictions on the holdings of institutional entities or managing companies,
entities controlling them, and entities under their control, in the means of control of insurance agencies, which
are included in the 2023 Economic Arrangements Bill, see section 10.8.2 below.

For details regarding the restrictions on control and holding which were determined by virtue of the
Concentration Law, inter alia, regarding the separation between the holding of significant real operations and
significant financial operations, see section 10.2.1 above.

Equity requirements

For the purpose of engagement in insurance operations, member companies of the Company’s group are required to

fulfill capital requirements. For details regarding the regulatory capital requirements which apply to member

companies in the Group, and the companies’ fulfillment thereof, including the regulatory capital requirements, see
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Notes 16(d) - (f) to the financial statements. For details regarding the method for classification of Clalbit Finance (a
wholly owned issuance corporation of Clal Insurance which is exclusively engaged in the raising of financing sources
in Israel for Clal Insurance, through public and private issuances of bonds and liability certificates) as a real corporation
in accordance with the provisions of the Concentration Law, and regarding the possible effects of the foregoing
classification on the development of the Group’s activity, and on its holding structure, see section 10.2.1 above.

The Control of Financial Services Regulations (Insurance) (Minimum Equity Required to Receive Insurer License),
2018 (hereinafter: the “Minimum Equity Regulations”) determine the minimum Tier 1 equity which is required in
order to receive a license in branches featuring long insurance periods and claim durations (life, long term health and
liabilities insurance), in the amount of NIS 15 million, and the minimum Tier 1 equity required to receive a license in
branches featuring short insurance periods and claim durations (non-life and short-term health insurance), in the
amount of NIS 10 million.

The Regulations have increased competition in the insurance market, relative to the situation prior to their
publication, due to the reduction of the equity requirement required to receive an insurance company license and
the activity of new companies in the market, mostly in the non-life insurance segment.

Scope of activity

In order to cover the high fixed costs associated with the Group’s activity, a large scope of activity is required, and
particularly in the long-term savings segment.

Additional barriers
(A)  The ability to acquire adequate protection from reinsurers.

(B)  Organizational, IT and operational infrastructure, in consideration of the complexity of some of the products
and of their operation, as well as regulatory changes.

(C) A broad and skilled distribution network.

(D)  In recent years, the Authority performed several actions in an effort to lessen the barriers to entry in the
segment. For additional details, see section 6.2.1(a) above regarding the default pension fund, and section
10.3.1.2 above regarding the minimum capital requirements.

Presented below are details regarding the main barriers to exit in the Company’s various operating segments:

In the long-term savings products branch, in some of the products in the non-life insurance branch, in the long-term
care branch and in some of the products in the illness and hospitalization branch, the discontinuation of operations
in long tail claim policies may take many years, until all of the claims are settled with respect to policies which were
sold in the period prior to the discontinuation of the operation, and until all of the rights of policyholders and/or
members have been exercised (run off), a period during which the Company was required to bear all of the associated
risks and operating costs, or until the operation has been sold.

The Commissioner has the authority to order an insurer that wishes to liquidate or dissolve its insurance business
operations to act in a certain way regarding the dissolution of its business operations, and also has the authority to
petition the Court with a motion requesting that the liquidation be implemented by the Court or under its supervision.
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Critical success factors

Success factors which are common to all of the Group’s operating segments

According to the Group’s estimate, the critical success factors which are common to all of the Group’s operating
segments include:

e The mix of the policyholder portfolio, including in consideration of the past liabilities according to policies in effect
for many years, retention of the profitable portfolio, and recruitment of new policyholders and members, while
maintaining profitability:

e The ability to adjust to changing market conditions, regulatory changes, competitive conditions and reduced
profitability, including by way of changes in products, marketing, service, pricing, the amount of management
fees, and adjustment of the level of expenses;

e The quality and professionalism of underwriting and claim settlement, including broad claims;

e Service quality and the option to provide, on the level of the Group, combined solutions for all of the customers’
needs, while creating a synergy between the Group’s member companies;

e The ability to develop and implement advanced digital tools in case of sale and service;
e Efficiency and quality of operations, and quality of IT and automation systems;
e Investment income, returns in managed portfolios, the state of the capital market and interest terms;

e The ability to achieve and maintain a capital level and capital ratio which support the Group’s activities and
growth;

e Business growth through diversification of the Group’s revenues and profits, and reducing dependence on the
capital market. For details regarding the Max acquisition transaction, which was closed on March 27, 2023, see

Note 42(j) to the financial statements.

e Actuarial ability to support the business policy, to perform high-quality, current pricing, and to conduct high-
quality calculations regarding the required reserves;

e Perception of the brand among the Company’s customers as leading, relevant and innovative;
e Retention and development of high-quality human resources;

e The ability to develop and maintain the distribution channels, including by recruiting and maintaining high-quality
agents, and ensuring high satisfaction among agents regarding the service which is given to them by the Company,
and by developing new distribution channels and expanding collaborations, according to the trends in the branch,
the needs of customers and profitability considerations;

e The ability to purchase reinsurance, including the quality of the reinsurer, the treaties with them, and the stability
of the set of relationships with the reinsurers over the years;

e Quality of risk management, control, measurement and internal control.
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Investments

Assets managed in the Group

Presented below are details regarding the types of assets which are managed in the Group:

A

The Company’s assets -

e InJanuary 2022, the Company completed an issuance of shares in accordance with a shelf offering report,
and raised approximately NIS 506 million. For details regarding the designation of the issuance and its
purposes, see Notes 16(d)(2) and 42(b) to the financial statements.

e In February 2023, the Company issued two series of bonds, for a period of five years, as specified below:

e NIS 249,100,000 par value of the Company’s bonds (Series A). The bonds bear annual interest
at a rate of 4.7%.

e NIS 150,000,000 par value of the Company’s bonds (Series B). The bonds bear annual interest
at a rate of 2.8%, and are convertible into Company shares such that each NIS 85 par value of
the bonds (Series B) will be convertible into one ordinary share of the Company, as specified
in the trust deed of the bonds (Series B).

e The principal of the bonds will be repaid in a single payment 5 years after the issuance date.

The gross issuance proceeds with respect to the two series amounted to a total of approximately NIS
400 million. For details regarding the designation of the issuance proceeds, see Note 42(j) to the
financial statements. For additional details, see section 2.5.1.6(e) above.

Nostro assets of the institutional entities in the Group (Clal Insurance, Clal Pension and Provident Funds,
Atudot Havatika, Clal Credit Insurance, as well as the Company’s assets) - (A) Assets held against equity and
other liabilities; (B) Assets held against liabilities in non-life insurance; (C) Assets held against liabilities in non-
investment-linked life insurance; and (D) Assets held against non investment-linked liabilities in long-term care,
health and loss of working capacity insurance.

The insurance companies in the Group bear the risks associated with the nostro assets. However, some of the
liabilities in life insurance with respect to guaranteed return policies are backed by designated bonds. See section
6.1.1.2 above.

Assets of investment-linked liabilities in Clal Insurance - Assets held against liabilities in life insurance and in
long-term care and loss of working capacity insurance with respect to investment-linked coverages of various
types. The returns which are achieved in connection with these assets are included in the calculation of the
liabilities with respect to those policies. In general, the calculation of policyholders’ rights is performed after
deducting management fees and expenses, in accordance with the policy provisions. For details regarding the
Company’s income from management fees, see Note 30 to the financial statements.

The nostro assets of Clal Insurance, and of institutional entities under its control which are managed by the
Group, are recorded in their balance sheets. Clal Insurance also records assets for investment-linked contracts
in the balance sheet.

Provident funds and pension funds - Assets of the pension funds and provident funds which are managed by
the managing companies in the Group (Clal Pension and Provident Funds and Atudot Havatika) - members’
accrual in pension funds and provident funds are managed in trust by managing companies. The returns, after
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deducting management fees and expenses, in connection with the assets of the pension funds and provident
funds are also applied to the members. The assets of pension funds and provident funds are not recorded in the
balance sheets of the managing companies, excluding the assets of Bar Gemulim Provident Fund Ltd., which
includes a guaranteed return track (“Bar A”) under which Clal Insurance guarantees returns to its members.
Some of the assets of members in the comprehensive pension fund which is managed by Clal Pension and
Provident Funds and Atudot Havatika are backed by designated bonds. For details regarding the change to the
guaranteed return mechanism, see section 10.5.5.1(c) above.

For details regarding the distribution of managed assets in each of the institutional entities in the Group, see
section 10.5.6 below.

E. Some of the long-term savings products which are managed in the Group are subject to a commitment to
guaranteed returns, or a guarantee in the amount of the nominal deposits - Some of the Group’s savings
products include an undertaking regarding guaranteed returns. Presented below are details regarding the
material guaranteed return liabilities of the Group’s member companies, as stated above:

e In policies which were sold until the end of 1990, returns for policyholders in life insurance policies with a
savings component were determined as a guaranteed rate (“Guaranteed Return Policies”). The rate was
changed according to the policy type and issuance date. The commitment to a rate of return is primarily
backed by designated bonds, the balance of invested assets in accordance with the restrictions specified in
the Investment Regulations. For additional details, see section 6.1.1.2 above.

e In the savings policies which were sold by Clal Insurance since 1991, the returns are credited to the
policyholder in accordance with the results of the investment portfolio, after deducting management fees
and expenses (“Investment-Linked Policies”).

e As part of the acquisition of the provident fund Bar A, Clal Insurance accepted an obligation to minimum
guaranteed annual returns for all assets invested in Bar A (real net returns of 5.5%, in accordance with the
terms specified in the fund regulations). This undertaking is backed by an undertaking of the Accountant
General for real guaranteed returns at a rate of 5.95% per year, on 89% of the assets, while the other assets
are invested in accordance with the Investment Regulations. For additional details, see Note 38(d)(1)(c) to
the financial statements.

e Additionally, in some of the funds which are managed by Clal Pension and Provident Funds, Clal Insurance
and/or Clal Pension and Provident Funds provided guarantees with respect to members who joined the funds
by certain dates and with respect to deposits which were deposited by those members by certain dates, as
specified in the fund regulations, guaranteeing that the amount which will be paid to members will be no
less than the amount of deposits which were paid by those members, or on their behalf, subject to the terms
set forth in the regulations of the aforementioned funds. Over the years, the aforementioned guarantees
were discontinued with respect to funds which were deposited, from a certain date and thereafter.
Significant negative returns may result in paid charges by virtue of the guarantee. In consideration of the
cumulative returns in the aforementioned funds as of the reporting date, particularly from the date of
discontinuation of the guarantee, the exposure to such payment is estimated as low.

The Company’s estimate with respect to the aforementioned guarantees constitutes forward looking
information, which is based on the information which is available to Clal Insurance and Clal Pension and
Provident Funds as of the reporting date. Actual results may differ from the estimated results, and depend,
inter alia, on the development of market conditions, members’ accrual, and the achieved returns.

Most of the assets which are held against guaranteed return liabilities are managed within the framework of
the nostro portfolio.
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10.5.2. Total managed assets for the nostro portfolio and for members/policyholders of the Group’s institutional entities, as
of December 31, 2022 (NIS millions):>®

Institutional entity Nostro Investment-linked funds
The Company 1,209
Clal Finance 83
Clal Insurance 38,969 89,368
Clal Credit Insurance 375 -
Clal Pension and Provident Funds - pension funds ) 99,667
154
Clal Pension and Provident Funds - provident funds 54,689(3)
Atudot Havatika (4 38 12,168
Total 40,828 255,892
1 For details, see Note 16(d)(2) and 42(b) to the financial statements.
2 Data regarding the equity of the aforementioned managing companies of provident funds and pension funds are audited.
(3) Including provident funds owned by Clal Insurance, and including guaranteed return provident funds.
@) The data refer to all of the fund assets, and are not consolidated.
10.5.3. Investment management of institutional entities

A. Investment management companies

The investment activities of the Group’s institutional entities are performed through Canaf, which is a subsidiary of
Clal Insurance. Canaf manages the nostro funds of the insurance companies and the managing companies in the
Group, and manages the investments of assets of investment-linked liabilities and assets of members of pension funds
and provident funds in the Group.

Canaf has separate (dedicated) investment teams for managing nostro funds and for managing members’ funds,
which are assisted by specialized support units in Canaf and in the Group, in the fields of research, strategy, credit,
infrastructure, investment funds, private investments, real estate in Israel, international real estate, mortgages,
construction accompaniment, treasury, economics, risks and control, middle office, legal, investment control,
investment accounting, and the risk management unit.

Additionally, some of the foreign investing activities are performed with the assistance of external consultants and
investment managers.

B. Investment management policy

The funds of the Group’s institutional entities are managed subject to the provisions of the Investment Regulations
and the Commissioner’s directives, as applicable, in accordance with the general investment policy which is
determined by the Board of Directors of the insurer and/or the managing company, and in accordance with the
instructions and supervision of separate, independent Investment Committees in accordance with the companies and
the types of managed funds. The Company’s Board of Directors approves the general investment policy for the
managed portfolios. As part of the above, the Board of Directors approves exposure frameworks to the various

% The Group has available cash balances which are mostly used for operating purposes, in immaterial amounts.
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investment channels, in each of the managed portfolios, as well as the hierarchy of authorities for the approval of
various investments. As part of the general investment policy, the Board of Directors instructs the Investment
Committees to determine a specific investment policy in accordance with the general investment policy which is
determined by the Board of Directors, for each of the various institutional entities and investment tracks, in
consideration of, inter alia, the restrictions which apply to the track in accordance with the law and/or in accordance
with the policy terms and/or in accordance with the provident fund regulations, and in consideration of the specific
characteristics of the tracks, including the expected development of the assets portfolio, expected cash flows and
average lifetime, early redemption risks, and more. The Investment Committees establish the detailed investment
policy, as stated above, for each fund and track separately.

As part of the investment policy, the Board of Directors and Investment Committees also approve a credit policy for
the purpose of managing the credit assets of the managed portfolios. The credit policy includes the determination of
work processes, hierarchy of authorities and exposure policy in the credit portfolio, with reference, inter alia, to the
maximum exposure limits to a single borrower, to a group of borrowers, to a particular branch, etc.

The investment policy for managed portfolios is evaluated on a routine basis as part of the discussions of the
Investment Committees. Additionally, the control and risk management units routinely supervise the investing
activities, with an emphasis on the scopes of activities, the exposure rates in each type of investment channel, the
fulfillment of the restrictions of the investment and credit policy, and the provisions of the law.

The nostro portfolios are managed in a manner which will allow servicing of the Company’s liabilities, in consideration
of, inter alia, the average lifetime of the liabilities, the linkage basis, the currency, the accounting reporting rules and
the timing of cash flow in the short term. The investment policy is based on an evaluation of the overall
correspondence and management of the risk, relative to the Company’s capital.

The members’ portfolios are managed, inter alia, in light of long term considerations, in order to achieve maximum
returns for members, in consideration of the risk level of the various investment assets, and considerations involving
the portfolios’ liquidity.

For details regarding the distribution of managed assets in each of the Group’s institutional entities as of December
31, 2022, see section 10.5.6 below.

In accordance with the Commissioner’s directives, the Group’s institutional entities publish their declarations
regarding the investment policies of members and policyholders funds on their websites.

Declarations regarding the specific investment policy for 2021 and 2022 were published in January 2021 and
January 2022, respectively, on the Company’s website, at:

https://www.clalbit.co.il/aboutclalinsurance/generalreports/
C. Investment committee, credit sub-committee and internal credit committee

Investment committees - The Company has Investment Committees. Additionally, in accordance with the Insurance

Law, Clal Insurance has two Investment Committees: an Investment Committee for the investment of funds to cover
investment-linked liabilities, and an Investment Committee for the investment of the equity and other liabilities of
the insurer, and for the investment of funds to cover insurance liabilities which are non-investment-linked liabilities
(“Nostro”). Clal Credit Insurance has a separate nostro Investment Committee.

Each of the managing companies in the Group (Clal Pension and Provident Funds and Atudot Havatika) has an
Investment Committee for the management of members’ funds and a nostro Investment Committee. The
composition of the Investment Committee regarding the investment of funds to cover investment-linked liabilities,
and regarding the investment of members’ funds of Clal Pension and Provident Funds, is identical. The committees
convene together with respect to the presentation of the relevant issues, and the decision making process takes place
separately in each committee.
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The Investment Committees each determine, separately and independently, an investment policy as part of the
overall investment policy which was approved by the Board of Directors, approve transactions in accordance with the
hierarchy of authorities which was determined by the Board of Directors, and fulfill additional roles, in accordance
with the provisions of the law. As part of the foregoing, the Investment Committees determine the strategy and the
specific investment policy in the asset portfolios. Additionally, the Investment Committees supervise the
implementation of the policy, and adjust the structure of the portfolio in accordance with market conditions, within
the framework of the investment policy.

The implementation of the guidelines of the Investment Committees and the actual performance of investments is
performed in a separately and distinct manner by the relevant investment managers.

As of the publication date of the report, the Investment Committee of Clal Insurance in the nostro portfolios is
comprised of Board members of the Group and the CEO of Clal Insurance, and convenes at least once per month. The
Investment Committees in the members’ portfolios of Clal Insurance and Clal Insurance and Clal Pension and
Provident Funds only include external members, and the Investment Committee in the members portfolio of Atudot
Havatika includes a majority of external representatives, and convene at least once every two weeks.

Additionally, in accordance with the provisions of the law, a member may not be appointed, and may not serve as a
member of the Investment Committee, if his roles or other activities create, or may create, a conflict of interest, or
have the potential to detract from his ability to serve as such a member and with respect to an external representative
in an Investment Committee, or anyone who is a relative of the controlling shareholder, or anyone who has, or whose
relative, partner, employer, or direct or indirect superior, or any corporation of which he is a controlling shareholder,
on the appointment date on during the two years preceding the date of the appointment, an affinity with the
Company, to the Company’s controlling shareholder, or to a relative of the controlling shareholder, as of the date of
the appointment, or to another corporation (“Affinity” - as defined in section 240(b) of the Companies Law).

Members’ Investment Committee -

In January 2022, the Commissioner published a position paper regarding the formulation of the desired policy
regarding members’ Investment Committees: the committee’s duties and obligations, composition and methods of
appointment. The position paper addresses the need to adjust the regulation of the Investment Committee’s activities
according to changes which have occurred in the investment management of institutional entities, and specifies the
required changes, according to the Commissioner’s position, in the definition of the Investment Committee’s
objectives, functions and activities (and therefore also the composition and qualification of its members). The position
paper pertains to adjustments to the provisions of the law, mostly with respect to the composition of the Investment
Committee, the method for appointment of its members, and the scope of its functions, as specified below:

Composition of the committee - In the position paper, it was proposed to work on strengthening the independence
of the committee members, and to determine that all of the committee members will be independent representatives
chosen by a public committee led by a Judge Emeritus or Justice Emeritus of the District or Supreme Court, and that
similar provisions will apply in this regard to the appointment of directors in an insurer without a controlling
shareholder. For additional details, see Note 1(c) to the financial statements. It is further proposed to increase the
threshold of professional qualifications of the committee members, such that the committee members will be
required to have at least five years of experience in the field, instead of the current requirement, which suffices with
only two years.

The committee’s responsibilities - In accordance with the position paper, the Investment Committee’s function is to
serve as an entity overseeing investment management on behalf of the saver public, and not as an entity involved in
managing the actual investments. As part of the foregoing, the Investment Committee’s authority was limited to the
approval of transactions with related parties, or the approval of other transactions involving a suspected conflict of
interest, and emphasis was given to the functions and exclusive authority of the members’ Investment Committee to
make decisions independently and exclusively, regarding voting in the general meetings of public corporations. It was
also proposed that the Investment Committee will oversee the implementation of the investment policy which will
be determined by the institutional entity’s board of directors, instead of the current situation, according to which the
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Company’s Board of Directors establishes a general investment policy, and the Investment Committee establishes a
specific investment policy, as part of the general policy determined by the Board of Directors. In the position paper,
it was proposed that the Board of Directors will determine the investment policy, while the Investment Committee
will evaluate the policy which was determined, and will be entitled to object to the sections which were established
in the policy.

According to the assessment of the Group’s institutional entities, the position paper, insofar as its provisions become
binding directives, is expected to affect corporate governance in the institutional entities, including as regards the
Board of Directors’ authorities on all matters associated with the Investment Committee’s functions, and the
composition of its members. At this stage, it is not possible to estimate the effects of the position paper (if any) with
respect to the Investment Committee’s functions, the way in which its functions will be executed, or its consequences
with respect to the management of members’ investments, which are expected to be determined over time.

The institutional entities’ assessment in connection with the position paper constitutes forward looking
information, which is based on the assumptions and estimates of the Group’s institutional entities as of the
publication date of the report, and actual results may differ significantly from the forecast, depending, inter alia,
on the final wording of the amendment, insofar as it is published, and the method of the actual implementation
and final wording of the position paper.

Credit sub-committee: In accordance with the Commissioner’s directives, the Investment Committees, with the

approval of the boards of directors of the Group’s institutional entities, appointed a joint credit sub-committee for
the Group’s institutional entities (the “Credit Sub-Committee”).

The credit sub-committee is comprised of members who have proven expertise and experience in the credit segment.
The credit sub-committee includes external representatives only.

The credit sub-committee is responsible for overseeing the implementation of the policies determined by the Board
of Directors and the Investment Committees regarding the provision of credit, for approving the provision of credit
in accordance with the hierarchy of authorities, and for reaching decisions regarding the methods used to handle
troubled debts, in accordance with the hierarchy of authorities.

Internal credit committee - In accordance with the Commissioner’s directives, the institutional entities in the Group

appointed an internal credit committee which is comprised of managers in Canaf, whose functions include: approving
the extension of private loans from the nostro assets, providing recommendations regarding the provision of private
loans, and the handling thereof, and approval of immaterial amendments to private loans, in accordance with the
hierarchy of authorities.

Restrictions, legislation, standardization, circulars and special constraints which apply to investment management in

the institutional entities

The investment management of institutional entities is subject to the provisions of the law which apply to insurers
and to pension funds and provident funds, including the Commissioner’s directives, as published from time to time.

As part of the above, the investment activity is primarily subject to the Investment Regulations, to Chapter 4 of the
consolidated circular - management of investment assets (the “Consolidated Circular”) and to the provisions of the
circular regarding investment rules which apply to institutional entities (in this section: the “Circular Regarding
Investment Rules”). The Investment Regulations, the consolidated circular and the circular regarding investment rules
regulate most of the provisions of the law which apply to the investments of an institutional entity.

The Investment Regulations, the consolidated circular and the investment rules (in this subsection: the “Provisions of
The Law”) -
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The provisions of the law establish the regulatory framework which applies to the investments of an institutional
entity, and refer, inter alia, to the following subjects: A. Restrictions on exposure to a single corporation and a group
of corporations, cumulative exposure to the five largest corporations and the five largest groups of corporations, as
defined in the Regulations; B. Foreign investment in countries with a credit rating of (BBB-) or higher, or in OECD
member countries; C. Restrictions regarding the holding of the means of control of a corporation - up to 20%,
excluding partnerships and real estate corporations, regarding which permission is given for a holding rate of up to
49%, subject to certain restrictions, and according to the cumulative maximum scope which was set forth in law.
Additionally, upon the fulfillment of several conditions, institutional investors will be entitled to buy, using members’
funds only, additional means of control in certain corporations in the Israeli infrastructure sector; D. A quantitative
restriction regarding investment in land rights, out of the total assets of the institutional entity - up to 15%; E. A
restriction regarding the rate of holding in marketable bond series - up to 25% of each series; F. Definition of related
parties to the institutional entity, and imposition of restrictions on investments in such entities; G. Restriction on the
provision of unrated loans; H. Regarding nostro portfolios - a requirement for the establishment of rules pertaining
to the management of assets held against liabilities, including regarding the degree of correspondence between the
average lifetime, liquidity rate and linkage terms of the investment assets, and the characteristics of the liabilities; I.
Establishment of rules to correct active and passive exceptions from the provisions of the investment regulations,
reports and sanctions.

Restrictions on holding, on the performance of investments, and on the method of approving investments -

In accordance with various laws, the Group’s holdings in various corporations are considered jointly, including both
holdings in the nostro portfolio, and holdings for other parties (such as funds of investment-linked policies, provident
funds and pension funds). Due to the current restrictions on holding in the law, with respect to corporations with
certain operating segments (such as banking corporations, insurers, communication companies) and/or with respect
to holdings in corporations which are related parties of the Group, the aforementioned aggregate holding may be
restricted, and the Group may sometimes be prevented from increasing its holdings in the securities of those
corporations, and may sometimes also be required to sell existing holdings, including out of the Group’s holdings on
behalf of other parties. For the expected consequences of the change to the guaranteed return mechanism, see
section 10.5.5.1(c) below.

Additionally, in accordance with the provisions of the Law to Promote Competition and Reduce Concentration, 2013,
an institutional entity’s holdings in a certain type of means of control of a significant real corporation may not exceed
10%. As of the publication date of the report, this provision does not have a significant effect on the investment
activities of the Group’s institutional entities.

In July 2019, the Authority published a “policy regarding the issuance of a permit for the holding of the means of
control of an institutional entity without a controlling shareholder to entities which manage customer funds”, in
which conditions were established which, when fulfilled, will allow the issuance of a holding permit (for holdings
exceeding 5% of a certain type of means of control) for institutional entities, mutual funds or ETF’s which have
requested a permit for holding an institutional entity without a controlling shareholder. According to the
aforementioned policy, such a permit may be given in cases where the holding rate of the entity receiving the holding
permit does not exceed 7.5% of the means of control of an institutional entity without a controlling shareholder,
provided that its holdings which are not for its customers are less than 5%.

In March 2020, the foregoing policy was expanded, and it was determined that a permit application, as stated above,
may also be submitted with respect to institutional entities which have a controlling shareholder. Accordingly, in April
2020 the Group’s institutional entities submitted a request for a permit to hold up to 7.5% of the means of control of
other institutional entities, which was approved in March 2021.

Restrictions on investment in related parties — In light of the change in the status of the Company, as a company
without a control core, and due to the fact that institutional entities have different characteristics, which not every
public company has, and whose existence justifies different treatment, inter alia, in light of the fact that the
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institutional entities manage members’ funds, the Company adopted a policy regarding the identification and
approval of transactions with related parties in the Company, which applies, inter alia, to the Company’s interested
parties, directors, and other entities, which included the determination of procedures for the approval of transactions
with and investments in related parties and limits on exposure to related parties were also determined. It is noted,
with respect to the nostro funds of the Group’s institutional entities, that Alrov is defined as a related party, including
pursuant to the Investment Regulations. For additional details regarding the status of the control of the Company,
see Note 1 to the financial statements. For additional details regarding the related parties policy, see section
11.3.1.2(a) below.

Presented below are details regarding the final material provisions of the law which were published during and after

the reporting year, as well as the summary of material drafts which were published by the Commissioner, which apply

to institutional entities in connection with the management of their investments:

Provisions regarding the method for investment of funds and investment rules

The Control of Finance Services Regulations (Provident Funds) (Direct Expenses Due to Execution of Transactions),

2008 (hereinafter: the “Expense Regulations”)

The Expense Regulations prescribe the types of expenses which can be charged to members with respect to expenses
towards third parties which are paid by the institutional investor, as part of the management of the investment
portfolio on behalf of members and policyholders. Until October 2022, cumulative quantitative annual restriction was
established, as part of a transitional provision which was renewed from time to time, at a rate of up to 0.25% of the
assets, on the amount of expenses which can be charged to the members, with respect to some of the expense items
which are included in the Expense Regulations.

in recent years the transitional provision has been extended from time to time, and in parallel, a professional and
independent committee was appointed to evaluate the subject of direct expenses, which is intended to evaluate
whether the external management of certain investments increases returns for savers.

In November 2021, the report of the Commissioner’s advisory committee regarding the evaluation of direct expenses
(hereinafter: the “Direct Expenses Report”) was published. In the direct expenses report the committee
recommended, inter alia, the cancellation of the collection of direct expenses separately from management fees, and
to collect, when possible, a single predetermined rate of the accrual; To encourage investment management through
passive investment tracks, which will track several major indices in Israel and around the world; To allow institutional
entities to offer investment tracks with performance-based management fees; To improve the transparency towards
the Commissioner and towards members, particularly with respect to the returns of non-marketable funds; To
improve the decision-making processes of the Investment Committees on all matters associated with investment in
non-marketable funds, and to improve the Commissioner’s oversight authorities in general, and particularly with
respect to the investments of institutional entities.

In October 2022, an amendment to the Expense Regulations was published, which canceled the limit which had been
imposed in the transitional provision, and established a mechanism according to which the institutional entity will
determine, with respect to each track or provident fund under its management, a cap on the external management
fees which the institutional entities will be entitled to collect, in addition to the direct expenses which were specified
in the amendment to the regulations, which can be collected without restriction (with respect to services such as
investment, by an institutional investor, in investment funds, ETF’s, hi-tech of an unrelated party, and more), in a
relevant fiscal year, without specification, in the regulations, of a numerical cap in percent. It was further determined
that the Commissioner will be entitled, in special circumstances, to allow deviation from the maximum rate of the
limit on external management fees (the “External Management Fees”) determined by the institutional entity. It was
further determined, with respect to investment tracks which are created after January 1, 2023, that institutional
investors will be entitled to collect the following expenses only:
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(1) In specialized investment tracks with most investments in marketable assets and in specialized investment
tracks, which invest mostly in index-tracking instruments, the collection of direct expenses will be possible
only with respect to purchase and sale fees, retention fees, and maintenance fees, taxes and expenses in
connection with claim management due to investment in a track, and an external management fee due to
the investment in a marketable security in a fund or international fund or ETF which is not its related party.

(2) In an investment track which includes a variable management fee component, wherein the institutional
entity’s compensation is also derived from the track’s performance, the collection of direct expenses will be
permitted with respect to taxes only.

It was further determined that the calculation of the upper limit of external management fees in pension tracks will
be performed out of the total assets of the investment tracks; however, for the purpose of the actual use of the direct
expenses, expenses collected for investments allocated to guaranteed return investment channels will not be taken
into account. Provisions were also established regarding the duty of disclosure and reporting to members and
policyholders, regarding the maximum limit on external management fees, and the total expected cost in the pension
product.

The aforementioned arrangement will apply beginning on January 1, 2023, and the previous version of the regulations
was extended retroactively, from April 6, 2022 to December 31, 2022.

For the consequences of the amendment to the Expense Regulations, see section 10.5.5.1(b) below.

Investment tracks reform

As part of the reform in the pension savings segment, in January 2023 certain provisions entered into effect in an
amendment to the circular regarding investment tracks in provident funds, which significantly updated and expanded
the variety of specialized investment tracks which an institutional entity is entitled to manage, in order to increase
competition in the pension savings branch. According to the amendment to the circular, the institutional entities were
obligated, inter alia, to create an index-tracking investment track for annuity recipients, and to allow the offer of
specialized tracks to annuity recipients as well.

Additionally, the investment tracks reform included, in an amendment to the circular, provisions which allow the
management of investment tracks divided into five types of tracks (“Groups”):

(1) Actively managed investment tracks — Specialized investment track featuring direct investments along with
investments in index-tracking assets;

(2) Actively managed investment tracks with variable management fees - specialized investment tracks, as
stated in section A, for which variable management fees are collected by the institutional entity in
accordance with the returns that were achieved. The institutional entity is manage such tracks provided that
it manages a track under the same specialization in the first group;

(3) Investment tracks specialized in marketable assets (including an obligation to create at least one marketable
hybrid investment track);

(4) Index-tracking investment tracks (including an obligation to create at least one flexible index-tracking
investment track):

(5) Investment tracks specialized in investment management in accordance with religious laws, or perspectives
regarding sustainability and the environment.
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The amendment to the draft also includes provisions regarding the different models of management fees and direct
expenses which will be collected in the various groups, further to the recommendations in the report of the
Commissioner’s advisory committee regarding the evaluation of direct expenses (for additional details, see section
10.5.5.1(a) above).

Most of the circular’s provisions will enter into effect on January 1, 2024, except for the provisions regarding the
creation of a flexible index tracker and flexible specialized tracker, which entered into effect beginning on January 1,
2023.

Further to the above, in January 2023, two new investment tracks were created: “combined marketable” and “flexible
index tracker” - tracks which will mostly be managed through marketable assets and through index-tracking
instruments, respectively.

As part of the reform and amendment to the Direct Expense Regulations, in March 2023 the Commissioner published
an amendment to the provisions of the consolidated circular regarding the “publication of limits on external
management costs in an advance announcement, by an institutional investor, regarding its investment policy,
creation of index tracking ETF’s, and reporting to the investment committee regarding variable management fees
which were collected” (hereinafter: the “Amendment to the Circular Regarding the Publication of External
Management Costs”). The amendment to the circular regarding the publication of external management costs
establishes, inter alia, the obligation to publish the expected investment policy for all of the tracks, in accordance with
the provisions which applied until now, only for investment tracks which are not specialized tracks; A standard format
was established for the manner and location of the publication of the limit on external management fees with respect
to each investment track or provident fund on the Company’s website, as applicable; An obligation was established
to publish the last four caps of the limit on external management fees, as published by the institutional entity, with
respect to prior years; and an obligation was established to report the variable management fee component to the
investment committee.

According to the assessment of the Group’s institutional entities, the amendment to the circular regarding the
publication of external management costs, and manner of publication of the limit on external management fees in
particular, could increase competition over the addition of new members, and the retention thereof, in institutional
entities.

The amendment to the Expense Regulations will maintain the possibility to achieve optimal returns for members, and
to prevent a situation of limiting the institutional entities’ investments due to restrictions on the collection of
expenses which are paid with respect to investment management to third parties. However, there is uncertainty
regarding the combined effects of the amendment to the Expense Regulations, in combination with the investment
tracks reform, on competitive conditions in the market, in consideration of, inter alia, the terms of the tracks and the
types of expenses which can be collected therein, the multiplicity of investment tracks, which could create an excess
of information and difficulty in comparing the performance of the different tracks, limits on the management fees
which will be determined by the institutional entities, and the management fees which will be collected in practice.

The institutional entities’ assessment in connection with the Expense Regulations, the reform and the amendment to
the circular regarding the publication of external management cost constitutes forward looking information, which is
based on the assumptions and estimates of the Group’s institutional entities as of the publication date of the report,
and actual results may differ significantly from the forecast, depending, inter alia, on the final wording of the
amendment, insofar as it is published, and the method of the actual implementation of the various legal provisions,
the supplementary arrangements which will be established, the conduct of competing entities and distributors, and
the preferences of customers.
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Change to the mechanism for ensuring stability in pension fund returns

In October 2022, a new mechanism entered into effect which is intended to ensure the stability of pension savings
through designated bonds, with a new mechanism to ensure the foregoing stability, by supplementing the returns to
an annual rate of 5.15%, plus linkage to the CPI (the “Returns Supplementation Mechanism”). The main change to
the mechanism was that, with respect to the increase in assets and with respect to the current repayments of
designated bonds in the pension funds, beginning on October 1, 2022 (the “Application Date”) and thereafter, the
managing companies will invest funds in accordance with the investment policy in the track where the largest scope
of assets is managed as of the effective date (“Guaranteed Return Track”). After 5 years, a comparison will be
performed between the assets’ returns over five years, relative to the cumulative target returns (returns of 28.54%,
CPI-linked). Insofar as the assets’ returns on the capital market are less than the target returns, the state will transfer
to the pension fund the difference in returns. In case the assets’ returns are higher than the cumulative target returns,
the balance beyond the target returns will be transferred to a dedicated fund, which will be used to supplement the
pension fund’s returns in the future. The foregoing arrangement will apply gradually with respect to up to 30% of the
pension fund’s assets. The pension funds’ assets which were invested in designated bonds until the application date
will be subject to the current mechanism until their redemption date. In connection with Atudot, which is an old
pension fund not subject to an arrangement, and not a track-based old fund, it was determined that the foregoing
settling of accounts will be performed with respect to the cumulative nominal gross returns achieved by the fund
itself over 60 months, with respect to all of its assets for which the returns supplementation guarantee was given.

Accordingly, in 2022 supplementary provisions to the Investment Regulations and to the consolidated circular were
published, regarding the implementation of the guaranteed returns mechanism. The foregoing amendments included
the establishment of provisions which are intended to adjust investment management with respect to the guaranteed
return channel.

The provisions of the amendment to the Investment Regulations included, inter alia, the determination that, for the
purpose of complying with the investment restrictions which are calculated as a proportion of the value of the
institutional investor’s assets, assets which are invested in a guaranteed return channel will not be taken into account,
and that the guaranteed return channel should be viewed as a track for the purpose of complying with the investment
restrictions; however, it was determined that deviations from these restrictions will be possible for the purposes
specified in the provisions of section 34 of the Provident Funds Law.

The Company believes that the mechanism described above may result in an increase in the transfer of money to the
pension funds, including to the pension fund of Clal Pension and Provident Funds, in light of the certain benefit for
members due to the increase in the rate of guaranteed returns, vs. the rate which was guaranteed in the designated
bonds; however, on the other hand, it is not possible to estimate the impact of the change and the continuation of
the mechanism relative to the fact that it constitutes a guarantee of returns only. The implementation of the returns
supplementation mechanism is expected to increase the scope of assets managed by managing companies in the
free, marketable and non-marketable market, and the management thereof is therefore expected to involve
additional costs for them.

For details regarding the possibility of restriction of contributions to managers insurance and the increase in
contributions to pension funds due to the provisions of the 2023 Economic Arrangements Bill, see section 6.1.2.1
above.

The Company’s estimate in connection with the possible implications of the implementation of the returns
supplementation mechanism constitutes forward looking information. Actual results may differ from the estimated
results, and depend, inter alia, on the way in which the mechanism will be implemented, on the preparations of
institutional entities, and on market activity.

Amendment to the provisions of the consolidated circular - investment considerations pertaining to environmental,

social, and corporate governance considerations, and to emerging risks, cybersecurity risks and technological risks

In November 2021, the Commissioner published an amendment to the provisions of the consolidated circular, in
which it was stated that an institutional investor’s Investment Committee must establish, in the general investment
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policy, a policy pertaining to environmental, social and corporate governance (“ESG”) aspects in corporations in which
the institutional investor is invested. This policy will address, inter alia, the identification of relevant risks which may
affect the investment portfolio, such as risks due to environmental effects and climate change. The Investment
Committee will be entitled to permit engagements with external service providers with expertise in the field of ESG,
subject to the fulfillment of certain conditions. In the policy, the institutional investor will specify the investment
considerations pertaining to technological risks and to cybersecurity risks. Even before the publication of the
amendment, the Investment Committees of the Company’s institutional entities established a policy which addresses
ESG aspects. The Group’s institutional entities have approved and published an ESG policy in accordance with the
Commissioner’s directives.

The policy which was published in July 2022 is available for review at:
https://www.clalbit.co.il/media/24491/esg policy clal insurance.pdf

The Group’s institutional entities believe that the consequences of the publication of the ESG policy document in
accordance with the provisions of the consolidated circular, and the way in which they will affect companies in the
market, will be perceived over time.

Draft amendment to the provisions of the consolidated circular and Investment Regulations - rules for investment of

insurance companies’ assets against non-investment-linked liabilities

In September 2022, the Commissioner published a second draft circular regarding an amendment to the provisions
of the consolidated circular - chapter 4 in volume 5, “management of investment assets”, regarding rules for
investment of insurance companies’ assets against non-investment-linked liabilities, in which it was proposed to
establish provisions regarding non-investment-linked liabilities of insurance companies, which are expected to
replace some of the provisions which were established in the Control of Financial Services Regulations (Provident
Fund) (Investment Rules Applicable to Institutional Entities), 2012, in which, inter alia, it was proposed to define
equity as recorded in the insurance company’s last financial statements, and to update the investment restrictions
specified in those regulations.

Clal Insurance Company believes that the drafts amendments will not have significant implications.

The assessment of Clal Insurance Company in connection with the draft amendments constitutes forward looking
information, which is based on the estimates and assumptions of the Group’s institutional entities as of the
publication date of the report, and actual results may differ significantly from the forecast, depending, inter alia,
on the final wording of the drafts.

Amendment to the provisions of the consolidated circular regarding the internal rating model

In November 2020, and in order to encourage improvements to the quality of assessment and management of credit
risk with respect to investments in debt assets, and to promote specialization regarding credit rating in the
institutional entities, the Commissioner published an amendment to the provisions of the consolidated circular, which
included the addition of new terms to the existing terms in the chapter regarding the management of investment
assets, regarding the internal rating model for credit given by institutional entities (the “Amendment”). In the
amendment, it was determined that the rating model which fulfills the new conditions required under the
amendment will be considered as an internal rating model which has been approved by the Commissioner, instead
of the Commissioner’s approval for the model, as required in the past. The amendment specifies the required
conditions with respect to the model’s characteristics, method of validation, documentation, and method of use. It
was further determined that the institutional entity’s Board of Directors will be able to authorize one of its
committees to perform its responsibilities in connection with the approval of an internal rating model, and oversight
of its use. The Group’s institutional entities have developed and approved several internal rating models, as stated
above, and are expected to continue the development and approval of additional models.

1-149


https://www.clalbit.co.il/media/24491/esg_policy_clal_insurance.pdf

10.5.5.2.

(A)

10.5.5.3.

(A)

Clal Insurance Enterprises Holdings Ltd. Part A - Description of the Corporation’s Business
Provisions regarding credit

The Insolvency and Economic Rehabilitation Law Memorandum, 2018

In March 2018, the Knesset passed the Insolvency and Economic Rehabilitation Law, 2018 (the “Law”), which entered
into effect in September 2019, and which is intended to re-formalize laws regarding insolvency and rehabilitation and
recovery proceedings. The provisions of the law come in place of a series of legal provisions which until now have
regulated insolvency laws. The law regulates, inter alia, the following subjects: (1) the definition of a corporation’s
insolvency; (2) The opportunities for entry into processes involving the rehabilitation and/or liquidation of a
corporation; (3) The distribution of considerations between the various creditors; (4) Restriction of the power of
floating charge holders, in a manner whereby they will be entitled to receive repayment of only 75% of the debtors
which are subject to the floating charge, such that the unsecured creditors will receive greater repayment of the debt
to them; (5) Prospective cancellation of some of the obligations; (6) The establishment of a special duty of care for
directors and CEQ’s, in a situation where the Company is in a state of economic insolvency, but has not yet been
declared as such in legal terms. (7) Establishment of provisions which confer upon the Court the authority to order a
provider which provided, prior to the issuance of an order to initiate proceedings against the corporation, or shortly
before the aforementioned date, even if it has already discontinued such provision, a critical service or product to a
corporation undergoing recovery.

Additionally, in March 2021, an amendment was enacted to the Insolvency and Economic Rehabilitation Law
(Amendment No. 4 - Transitional Provision) (Novel Coronavirus) (Stay of Proceedings for the Purpose of
Formulating and Approving a Debt Settlement), which was intended to address the increase in the number of debtors
suffering economic difficulties due to the coronavirus crisis. The main points of the amendment include an option to
receive a stay of proceedings order for three months, with an option to extend by an additional month, retaining the
Company’s contractual engagements, and leaving officers in the Company (including the addition of an obligation to
appoint an arrangement manager). In March 2023, the transitional provision was extended until March 17, 2024.

According to the Company’s estimate, the transitional provision may have implications on all matters associated with
investments in corporate bonds, in light of the possibility for the corporation to receive, under certain conditions, a
stay of proceedings order for three months.

The Company’s assessment in connection with the transitional provision constitutes forward looking information,
which is based on the estimates and assumptions as of the publication date of the report, and actual results may
differ significantly from the forecast, depending, inter alia, on the way in which it is implemented in practice.

Expansion of investment opportunities

Amendment to the provisions of the consolidated circular, collaboration with related fund

In June 2021, the provisions of the consolidated circular were amended such that an institutional entity was permitted
to give investment management services by an insurer to an investment fund which is its related party, in a manner
would will increase the competitive advantage of the group of investors in participation in transactions, and will result
in greater economic efficiency and cost savings of the group of investors on the one hand, while minimizing, as much
as possible, the possibility of conflicts of interest, on the other hand. The circular defines the conditions which, when
fulfilled, will make possible a collaboration between the group of investors and the investment fund which is a related
party, including the provision of investment management services with respect to non-marketable assets only, and
with respect to non-marketable assets which are held by an institutional investor which is part of a group of investors,
approval from the Investment Committees of all of the institutional investors, regarding the minimum investment
rate undertaken by the fund, etc.

The Company is studying the amendment and evaluating the business opportunity which it represents.
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Position of the Commissioner - Investment in InsurTech companies and in corporations engaged in investment in the

innovative FinTech sector

In January 2022, the Commissioner published a policy paper regarding investment in InsurTech companies and in
corporations engaged in investment in the innovative FinTech sector, which replaces the Commissioner’s position
from January 2020. The policy includes guidelines for granting approval for control or holding of the means of control
of InsurTech corporations or of corporations engaged in investment in the innovative FinTech sector, at a rate
exceeding 20%.

The Company is evaluating the business opportunities associated with the position paper; however, according to the
assessment of the Group’s institutional entities, the Commissioner’s foregoing position is not expected to have
significant implications for the Group’s institutional entities.

Benefit track no. 43 - Encouragement of investments by institutional investors in high-tech industries

In July 2020, the Israel Innovation Authority published benefit track no. 43, with the intention of encouraging
investments by institutional entities in Israeli hi-tech companies. Under the plan, and upon the fulfillment of the
conditions specified in the benefit track, the Innovation Authority will provide partial protection against losses from
such investments. Accordingly, the Group’s institutional entities submitted a request for investment protection, in
accordance with the benefit track. In September 2020, the Group’s institutional entities won the aforementioned
benefit, in a scope of up to NIS 200 million. The Group’s institutional entities made investments in accordance with
the track’s provisions. According to the assessment of the Company’s institutional entities, the benefit track does not
have significant implications for the investments of the Group’s institutional entities.

The Company’s assessment in connection with the foregoing constitutes forward looking information, which is
based on the estimates and assumptions of the Group’s institutional entities as of the publication date of the
report, and actual results may differ significantly from the forecast, depending, inter alia, on the investments which
will be made by the institutional entities.

Managed investments

For details regarding the impact of investment income on the Company’s profits, see Part B of the Report - Board of
Directors’ Report, section 2.2.4.

Distribution of managed assets in Clal Insurance as of December 31, 2022

Nostro - assets held

Nostro - assets held against liabilities in life
Assets held against against liabilities in non- and health insurance
investment-linked life insurance, health and (long-term care and
insurance liabilities equity>? critical illness)
Cash and cash equivalents 9.46% 15.99% 1.90%
Marketable government
10.95% 25.19% 1.13%
bonds
Marketable corporate
17.44% 12.55% 3.59%

bonds

% Not including long-term care and critical illness.
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Nostro - assets held

Nostro - assets held against liabilities in life

Assets held against against liabilities in non- and health insurance

investment-linked life insurance, health and (long-term care and

insurance liabilities equity>? critical illness)
Stocks and other

. 35.76% 11.57% 3.76%

marketable securities
Designated bonds 0.13% 0.00% 58.56%
Deposits and loans 9.30% 10.95% 18.32%
Others (" 16.96% 23.75% 12.74%
Total assets 100.00% 100.00% 100.00%

* Primarily includes non-marketable corporate bonds, investment funds and land rights.

10.5.6.2.  Distribution of managed assets in Clal Credit Insurance as of December 31, 2022:

Nostro - assets held Assets held against Nostro - assets held
against liabilities in non- investment-linked against liabilities in life
life insurance and equity insurance liabilities insurance

Cash and cash equivalents 7.75% - -
Marketable government
45.45%

bonds - -
Marketable corporate bonds 14.76% - -
Stocks and other marketable

. 8.73%
securities - -
Deposits and loans 21.86% - -
Others () 1.45% -
Total assets 100.00% - -

* Primarily includes non-marketable corporate bonds, investment funds and land rights.

10.5.6.3. Distribution of assets of pension funds managed by the Group’s managing companies (Clal Pension and Provident
Funds and Atudot Havatika) as of December 31, 2022

Meitavit Atudot New Meitavit Atudot

Fund Supplementary Fund Atudot Havatika
Cash and cash equivalents 10.25% 13.93% 1.34%
Marketable government

2.13% 16.28% 12.17%
bonds
Marketable corporate bonds 6.08% 23.42% 11.88%
Stocks and other marketable

. 35.07% 34.67% 14.82%

securities
Designated bonds 30.04% 0.00% 38.36%
Deposits and loans 4.60% 4.01% 9.01%
Others (") 11.83% 7.69% 12.42%
Total assets 100.00% 100.00% 100.00%

Primarily includes non-marketable corporate bonds, investment funds and land rights.

1-152



10.5.6.4.

10.5.7.

10.6.

Clal Insurance Enterprises Holdings Ltd. Part A - Description of the Corporation’s Business

Distribution of assets of pension funds managed by the Clal Pension and Provident Funds as of December 31, 2022:

Provident fund for Central provident

compensation Study funds funds
Cash and cash equivalents 10.39% 17.08% 13.98%
Marketable government bonds 15.00% 12.26% 19.49%
Marketable corporate bonds 22.71% 16.04% 24.60%
Stocks and other marketable
securities 27.53% 38.26% 32.73%
Deposits and loans 8.13% 8.94% 5.40%
Other investments (*) 16.24% 7.42% 3.80%
Total assets 100.00% 100.00% 100.00%

* Primarily includes non-marketable corporate bonds, investment funds and land rights.

Investments in investee companies

On August 12, 2022, the Company engaged with WP Xll Financial Investment B.V in an agreement to acquire the
entire issued and paid-up capital of WPI. The transaction was closed on March 27, 2023. For details, see Note 42(j) to
the financial statements. For details regarding the policy regarding the evaluation of significance for the purpose of
classifying investment transactions, which was adopted by the Company, see section 11.3.1.5 below. For details
regarding the Michlol transaction, and the expansion of the activities of Clal Finance, see section 9.2 above.

Reinsurance

Reinsurance is a tool for managing and hedging insurance risks, and for protecting capital. Through reinsurance, the
insurance company shares its risks with additional insurance companies, reduces its exposure to insurance risks
(particularly to accumulated damages in case of a catastrophic event, such as natural disasters, earthquake, fire, etc.),
and allows the expansion of the scope of insurance liabilities which it can accept upon itself, for monetary
consideration, and while creating exposure to counterparty risk.

The engagement in reinsurance does not exempt the insurance company from its obligations towards the
policyholders, and the settling of accounts vis-a-vis the reinsurers takes place throughout the years of insurance
exposure. The stability of reinsurers is therefore important.

The main types of reinsurance contracts include:

1. Treaty - An agreement with a reinsurer in which the reinsurer undertakes to participate in the risks, generally in a
particular branch.

2. Facultative insurance - An agreement with a reinsurer with respect to specific business (mostly at large business
customers), in which the liability limits exceed the limits of the treaty, or where, for other reasons, the Company
chooses to prepare it in that framework.

The aforementioned agreements can be with one reinsurer or several reinsurers.
Additionally, reinsurance contracts can be segmented according to the risk distribution method:

1. Proportional reinsurance - The reinsurer’s participation in the risk is defined in advance, according to its relative
share in the premiums, and it participates according to its proportional rate in the payment of damages. There
are two main types of proportional reinsurance:
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e Quota share treaty: A proportional reinsurance treaty in which the reinsurers agree to accept a fixed rate of
all insurance of a certain type which the direct insurers have accepted upon themselves. The reinsurer receives
a proportional part of the relevant premiums which are received by the direct insurer, and divides the damages
and expenses by the same ratio, up to the determined amount, and in accordance with the contract terms.

e Surplus treaty: A proportional reinsurance treaty in which the direct insurer bears a fixed amount which it
determines (retention), and the reinsurer bears the multiplies of the fixed amount up to an agreed-upon limit.
The Company’s participation rate is determined according to the proportion of the retention out of the
insurance amount, and accordingly, the premiums and claims are divided between the Company and the
reinsurer.

In general, with respect to a proportional reinsurance agreement (treaty or facultative), a commission is received
from the reinsurers according to an agreed-upon rate of the premiums to the reinsurers.

2. XOL (Excess of loss) non-proportional reinsurance - A non-proportional reinsurance treaty according to which the
reinsurer accepts responsibility for the level, which was agreed upon in advance, and participates in the payment
of the damages only if the damage has reached the level at which it participates. In agreements of this kind, the
division of risk is non-proportional, and the participation of the reinsurer is conditional upon the number of
damages, up to the limit which was determined, if any.

The catastrophe risk of Clal Insurance is a non-proportional reinsurance treaty which Clal Insurance purchases in
order to protect its retention (in addition to the existing coverage in proportional reinsurance), based on an
evaluation of the expected damage on retention, of a given probability, to which Clal Insurance may be exposed
due to a catastrophic event.

With respect to non-proportional reinsurance contracts, a commission is generally not received from reinsurers,
excluding in facultative insurance policies of the XOL (“Excess of Loss”) types.

Policy regarding reinsurance

In accordance with the Commissioner’s circular on the subject of “Management of the exposure to reinsurers” from
December 7, 2003, at least once per year, the Board of Directors is required to discuss and determine the policy
regarding exposure and the insurer’s preparations to manage the exposure and the control thereof, to a single
reinsurer and to a group of reinsurers which are economically linked (hereinafter, jointly: “Reinsurers”). The Board of
Directors is required to hold the discussion after having ascertained the quality of the tools which are available for
the insurer to manage and control the exposure to reinsurers.

The policy regarding the exposure to reinsurers will include, inter alia, the policy regarding the management of
exposure to reinsurers in the life, non-life and health branches, as well as the definition of the maximum framework
for exposure to reinsurers, according to the parameters which will be determined by the Board of Directors. The
aforementioned parameter may be a qualitative parameter, such as the reinsurer’s international rating.

The Board of Directors will oversee the implementation of the policy which determined and will handle exceptional
events.

The boards of directors of the Group’s institutional entities approve, once per year, the reinsurance policy in
accordance with the Group’s operating segments, based on the recommendations which were formulated by the
management of each institutional entity / division, and the recommendations of the risk management unit. As part
of the above, each year, the retention policy for the various branches is determined, and the various types of
reinsurance arrangements are evaluated. With respect to the exposure to reinsurers, the policy of the Group’s
insurance companies includes minimum demands for the selection of reinsurers which address, inter alia, their credit
ratings and other qualitative parameters, including with respect to past experience, where in the insurance branches
in which the exposure to reinsurers is long term, a higher minimal credit rating is required. The policy also includes a
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maximum exposure framework, which determines the maximum rate of exposure to a single reinsurer and/or to a
group of reinsurers and/or to a rating group of reinsurers, out of the Company’s capital. Additionally, the policy
establishes restrictions on potential exposures to reinsurers and to groups of reinsurers, in case of an earthquake
event, by MPL®. The policy establishes mechanisms for the management and control of the exposure to reinsurers,
including reports to the boards of directors of the relevant institutional entities, regarding the fulfillment of the
aforementioned restrictions.

In non-life insurance business operations, the Group’s proportional and facultative reinsurance contracts in the
various insurance branches are generally prepared on an annual basis, according to the underwriting year (in which
the policy was issued), with different reinsurers. The relative share of each reinsurer in each one of the reinsurance
branches may change from year to year and from branch to branch, in accordance with the Group’s business policy
and the characteristics of the business which it aims to insure. In general, non-proportional treaties are prepared on
an annual basis, according to the year of the event (when the damage occurred).

In life insurance and health insurance business operations, which cover risk of death, loss of working capacity,
disability, critical illness, long-term care and medical expenses, and which are characterized by long term policies, the
engagement with reinsurers is done throughout the entire period of the policies which were sold during the
reinsurance treaty period, excluding catastrophe risk agreements, which are prepared on an annual basis, according
to the year of the event.

The Company’s ability to engage in reinsurance treaties, and the terms of such engagements, also depend on the
market conditions, on the capacity of the reinsurers which meet the minimum conditions specified by the Group with
respect to the relevant risks, and on the reinsurer’s willingness to accept those risks.

During the reporting year, the Group did not enter into any exceptional reinsurance transactions.
For additional details, see Note 38(f)(8) to the financial statements.

For details concerning the risk factors arising from the entry into agreements with reinsurers, see section 10.16(b)(4)
below.

Reinsurance in the non-life insurance segment

Main types of reinsurance arrangements in the segment

In the liabilities branches, such as employers’ liability, professional liability, product liability and third party liability,
protection against exposure is implemented by means of non-proportional reinsurance contracts, to protect against
large claims.

In the compulsory motor insurance branch, Clal Insurance hedges against the exposure through proportional and
non-proportional reinsurance treaties.

In general, the exposure of Clal Insurance in the property and loss of profit branches, and in guarantee activities
(including sale and performance guarantees), is protected through proportional reinsurance contracts. In the property
and loss of profit branches, a non-proportional reinsurance contract is also acquired for catastrophe coverage (shared
by all of the property branches), which provides protection for the share of Clal Insurance on self-retention in the
damages due to a catastrophic event (including an earthquake), see section 10.6.7 below.

In certain insurance branches, specific (facultative) reinsurance is acquired instead of, or in addition to, the coverage
under the treaty, while maintaining fulfillment of the retention levels determined by the Company.

60 Maximum probable loss, with the determined probability, calculated using models.
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A significant part of the operations of Clal Credit Insurance is protected by proportional reinsurance. Additionally, Clal
Credit Insurance acquires non-proportional reinsurance as coverage against default by a group of debtors.

Commission structure in the non-life insurance segment

In proportional insurance, commissions are received from reinsurers. These commissions are primarily calculated
according to a certain rate of the premiums to reinsurers. There are two main types of commissions” fixed
commissions, according to a flat rate of the premiumes, or sliding scale premiums, according to the profitability in the
portfolio. In general, agreements in the non-life insurance segment do not include profit commissions, except for a
few agreements which include a profit commission that is based on the reinsurer’s rate of profitability in that specific
agreement.

In general, the agreements are renewed each year, with no commitment to renew them, and without the agreements
including an mechanism for settling accounts between the different underwriting years. The settling of accounts with
respect to a specific underwriting year may include the reimbursement or receipt of an additional commission, in
parallel with the recoding of the development in business results in accordance with the current estimates as of the
reporting date (in progressive commission agreements the repayment, if required, is up to the amount of the
minimum determined commission).

Commissions are not received from reinsurers in non-proportional insurance, except for excess of loss facultative
reinsurance.

During the reporting year there were no reinsurers whose share in premiums in the segment constituted more than
10% of total reinsurance premiums.

Changes to reinsurance arrangements in the non-life insurance segment

During the reporting year, no material changes occurred in reinsurance arrangements in the non-life insurance
segment.

Reinsurance in the long term savings segment

Main types of reinsurance contracts in the long term savings segment

A. Proportional contracts of various types protect the exposure of Clal Insurance in most business segments in the
life insurance branch.

B. An excess of loss non-proportional contract, which protects the Group’s member companies from catastrophe
events, with respect to risks of death, loss of working capacity, and disability.

Description of the commission agreements in the life insurance segment

Regarding some of the proportional reinsurance contracts, the reinsurers pay commissions to the Company according
to a rate of the premium which was transferred to the reinsurer in the first year, or over a longer period. In addition
to the reinsurance commissions which are paid out of the premiums, as stated above, the reinsurers pay, under some
of the agreements with respect to life insurance, a profit commission which is calculated as a proportional part of the
profit from the insurance business operations which are covered through reinsurance.

The calculation of the profit commission for a particular reinsurance contract (in accordance with all of the policies
which are included in the treaty period) also includes taking into account loss, if any, from previous years, and a profit
commission is only received if the profit exceeds the loss. It is hereby clarified that insofar as an amount is paid with
respect to a profit commission, and in the future there is loss with respect to that contract, the Company will not be
obligated to repay the amounts which were received, and the matter will be reflected only in the offsetting upon
calculation of a future profit commission, if any.
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Reinsurers whose share in premiums in the segment constitute more than 10% of total reinsurance premiums in

the segment during the reporting year

Proportion of total

premiums to reinsurers for Premiums recorded in S&P rating as of the
the operating segment in favor of the reinsurer for  publication date of the Name of
2022 2022 (NIS in thousands) report reinsurer
60.16% 97,346 AA- Swiss Re
26.06% 42,162 AA- Munich Re
10.14% 16,408 AA+ Gen Re

Changes in reinsurance arrangements in the life insurance segment

During the reporting year, no material changes occurred in the reinsurance arrangements in the long term savings
segment.

Reinsurance in the health insurance segment

Main types of reinsurance in the health and long-term care insurance segment

Part of the Group’s exposure in health and long-term care policies with respect to particular risk components is
covered under quota share treaties. For details regarding the conclusion of settling of accounts between Clal
Insurance and a reinsurer in connection with the reinsurance arrangements with respect to long-term care insurance
for health fund members, see section 10.6.4.3 below.

The Group also has protection for accumulated damages, in non-proportional contracts, with respect to personal
accidents policies, international travel personal accidents, long-term care and critical illness policies, within the
framework of catastrophe coverage. The scope of the acquired protection is based on internal studies conducted by
the Company.

Description of the commission structure in the health insurance segment

In some insurance contracts, a commission is paid by the reinsurers to the Group with respect to health insurance
products of various kinds, which are covered by proportional reinsurance, which is calculated as a rate of the
premiums transferred to the reinsurer. In most cases, this commission is paid only in the first year after the sale.

In addition to the reinsurance commissions which are paid out of premiums, as stated above, in some of
the reinsurance contracts, the reinsurers pay the Group with respect to the aforementioned reinsurance,
a profit commission which is calculated as a proportion of the profit from the insurance business
operations which are covered by the reinsurance. For details regarding the calculation of the profit
commission, see section 10.6.3.2 above.

In non-proportional excess of loss reinsurance treaties, a commission is not received from reinsurers.

Reinsurers whose share in premiums in the segment constitute more than 10% of total reinsurance premiums in

the segment during the reporting year

S&P Rating Proportion of total
Premiums recorded in favor of premiums to reinsurers for
Name of As of the publication date the insurer for 2022 (NIS in the operating segment in
reinsurer of the report thousands) 2022
Swiss Re AA- 59,570 71.22%
Munich Re AA- 14,015 16.76%
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Changes in reinsurance arrangements in the health insurance segment

During the reporting year, no material changes occurred in reinsurance arrangements in the health insurance
segment.

During the reporting year, the Company conducted a final settling of accounts vis-a-vis a reinsurer of collective long-
term care insurance for members of Maccabi health fund, including a final cut off arrangement between the parties,
which was accelerated by one year regarding the agreement with respect to Maccabi health fund), relative to the
contractual data which was established in the collective insurance for members of Maccabi health fund. According to
the Company’s estimate, the above did not have, and is not expected to have, any significant impact on the Company’s
financial statements. For additional details regarding the termination of the agreement with the health funds with
respect to the aforementioned collective insurance policies, see section 8.1.2.2(c) above.

Coverage restrictions and limits

Restrictions or limits on coverage in the non-life insurance segment®!

In most proportional insurance contracts in property branches, the reinsurers restricted the cumulative scope of
coverage to determined events, and particularly, to earthquakes. In the property contracts of most reinsurers, the
limit per earthquake event is 4% to 5% of their proportional part in the insurance amount, and with respect to the
total exposure limit which was determined in the contracts. For additional details, see section 10.6.7 below.

In contracts which protect the Group’s retention against catastrophic events in the property insurance segment, the
reinsurers limited their liability to a certain coverage ceiling, beyond which the liability applies to Clal Insurance.

In excess of loss contracts, the Company did not reach the determined limits in the reporting periods, and it has no
outstanding claims in a scope which comes close to the determined limits.

Restrictions or limits on coverage in the long term savings segment %2

No material restrictions apply to the reinsurer’s participation in proportional treaty claims.

It is noted that as of the publication date of the report, in cases where coverage limits were determined in reinsurance
treaties, in general, the Company does not cover amounts which exceed the coverage limit without facultative
coverage.

In a contract which protects the Group’s retention against catastrophe events in the long term savings segment, there
is a coverage limit, and damages above this limit are the Company’s responsibility.

Restrictions or limits on coverage in the health insurance segment®

In some quota share proportional insurance contracts in the long-term care and critical illness branch, certain
stipulations apply regarding the conditions of the reinsurer’s participation in claims. As of the reporting date, the
stipulations have not been fulfilled.

It is noted that, in cases where maximum coverage limits were determined in reinsurance treaties in general, policies
which are issued by the Company are within the framework of the aforementioned coverage limits.

61 The limit refers to the cumulative insurance amount in the reinsurance treaty; Maximum limit in proportional treaty - maximum
insurance amount per policyholder.

62 See footnote 60 above.

6 See footnote 60 above.
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Restrictions by virtue of laws and/or treaties

For several years, the reinsurers have been trying to include in the reinsurance treaties a clause which makes their
contractual debts subordinated to legal restrictions by virtue of various state and/or international laws and/or
treaties, which will be in effect from time to time, such as sanctions on Iran, avoidance of financing of terrorism, etc.
(hereinafter: the “Sanctions Clause”).

Clal Insurance clarified to the reinsurers that it objects to the inclusion of a sanctions clause in the sanctions contracts
in a manner which reduces their obligation to pay in branches wherein it cannot include a corresponding clause vis-
a-vis the policyholders. During the reporting year, the contracts with reinsurers do not include the aforementioned
sanctions clause in branches where the Company cannot include corresponding coverage vis-a-vis the policyholders.
However, the reinsurers repeatedly clarify that a restriction on payment may materialize as a result of the
aforementioned legal restrictions.

Following the Russia-Ukraine war and the international sanctions which were imposed on Russia, as part of the
renewal of the reinsurance treaties for 2023, sections regarding sanctions were included in most of the reinsurance
treaties in the non-life insurance segment. Following the Company’s letter, the Banking Supervision Department
approved the addition of a corresponding section regarding sanctions to all insurance policies in the non-life insurance
segment, except for the standard insurance policies (apartment insurance, and compulsory motor and motor
property insurance). The addition of the foregoing section to the policy protects the Company against exposure in
cases where the reinsurers do not pay claims due to sections regarding sanctions.

Material changes in reinsurance arrangements which pertain to the period after the reporting date

No material changes were made to the reinsurance arrangements during the period after the reporting date, except
for a significant reduction in the scope of reinsurance with respect to factory loss of working capacity policies, and
except for exclusions which were added to the reinsurance treaty which protect the Group’s member companies
against catastrophic events, with reference to the covers in the life, health and long-term care insurance branches,
beginning from January 2023.

It is noted that, from time to time, the Company makes adjustments to the details of insurance arrangements,
including with respect to the amount of commissions, the coverage limits and the retention amounts and rates, the
limit on exposure to an earthquake event, based on an analysis of past results and the assessment of risk, including
with reference to changes in products, in the market and in the regulations.

Exposure of reinsurers to an earthquake in Israel

The main catastrophe event to which the Group is exposed is an earthquake in Israel, and the main exposure to this
risk exists with respect to the property branches which constitute a part of non-life insurance.

As of December 31, 2022, the amounts of property insurance in Israel, which include earthquake coverage, amount
to approximately NIS 494 billion (gross). Clal Insurance is covered, with respect to the aforementioned property
insurance, by proportional reinsurance on a quota share or surplus basis. Some of the relative reinsurance contracts
include coverage limits for individual events.

With respect to catastrophic events, Clal Insurance purchased, or the property branches, beyond the coverage under
the proportional reinsurance contracts (contractual and/or facultative) with respect to the cumulative retention,
reinsurance on an excess of loss basis, in a defined amount with respect to the exposure due to such event, based on
the estimate of Clal Insurance regarding the damage which is expected to occur due to a catastrophe with a certain
probability.
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The acquisition of reinsurance with respect to a catastrophic event is based on assessments of the risk, based on
details and updated information regarding the exposures of Clal Insurance through designated international software
program, which are based on quantitative models for the assessment of catastrophe risks. According to this
evaluation, which was last performed in 2022, Clal Insurance purchased protection for the cumulative retention
against catastrophe with a weighted MPL of approximately 2.05% of the non-life insurance amount in apartment and
property insurance.

As a result of the aforementioned reinsurance arrangements, in case of a catastrophe event in Israel, which causes
gross damage to insured property in Clal Insurance in a gross amount of up to NIS 10 billion (which is the expected
damage, in accordance with the estimate described above), the maximum damage amount borne by Clal Insurance
on retention (including the purchasing cost of reinstatement) will be approximately NIS 49 million. If the damage
amount is higher than the aforementioned amount, Clal Insurance will bear part of the damages above the
aforementioned amount, in accordance with the quota share contracts and the relevant surpluses.

It is noted that the Group also acquired catastrophe reinsurance with respect to life and health insurance, and an
earthquake in Israel may activate this reinsurance as well. The scope of coverage which was purchased with respect
to these products is based on internal studies which were performed by the Company regarding the impact of various
scenarios, including an earthquake in Israel, insurance liabilities which cover cases of death or physical injury, which
are covered under life and health policies. It is noted that the exposure to earthquake risk in Israel, as estimated with
respect to this insurance, is of significantly lower scopes relative to the exposure to insurance in the property branches
which are referenced by the data presented in this section and in Note 38(e2) to the financial statements.

The reinsurers of Clal Insurance which participate in the exposure, in non-life insurance, to an earthquake event in
Israel are rated according to the following table:

Exposure of reinsurers to an earthquake (NIS in thousands) for 2022:

Forecast
Forecast regarding regarding Forecast
exposure to exposure to regarding
S&P rating group as of the earthquake, non- earthquake, exposure to Proportion
publication date of the report proportional proportional earthquake of total
A- and higher 913,000 9,989,271 10,902,271 96.68%
BBB- to BBB+ 0 374,870 374,870 3.32%
Total 913,000 10,364,141 11,277,141 100.00%

Reinsurers whose exposure to earthquake risk exceeds 10% of the total exposure to earthquakes (NIS in thousands)
for 2022:

Forecast
regarding Forecast
exposure to regarding Forecast
S&P rating group as earthquake, exposure to regarding
of the publication non- earthquake, exposure to Proportion
Name of reinsurer date of the report proportional proportional earthquake of total
Swiss Re AA- 170,600 1,616,239 1,786,839 15.8%
Munich Re AA- 170,600 1,488,636 1,659,236 14.7%
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Exposure of reinsurers to an earthquake (NIS in thousands) for 2021:

Forecast
Forecast regarding regarding Forecast
exposure to exposure to regarding
S&P rating group as of the earthquake, non- earthquake, exposure to Proportion
publication date of the report proportional proportional earthquake of total
A- and higher 875,000 8,708,511 9,583,511 96.41%
BBB- to BBB+ 0 349,393 349,393 3.51%
Lower than BBB- or unrated 0 7,583 7,583 0.08%
Total 875,000 9,065,488 9,940,488 100.00%

Reinsurers whose exposure to earthquake risk exceeds 10% of the total exposure to earthguakes (NIS in thousands)
for 2021:

Forecast
regarding Forecast
exposure to regarding Forecast
S&P rating group as earthquake, exposure to regarding
of the publication non- earthquake, exposure to Proportion
Name of reinsurer date of the report proportional proportional earthquake of total
Swiss Re AA- 163,000 1,404,358 1,567,358 15.8%
Munich Re AA- 163,000 1,224,541 1,387,541 14.0%

Summary reinsurance results in non-life insurance for the years 2020 to 2022%

Motor Property and
Reinsurance Compulsory property others
premiumsin 2022 motor insurance  insurance insurance Liabilities insurance
(NIS in thousands) branch branch branch branch Total
Earthquake and
. - 2,077 286,019 - 288,096
natural risks
Reinsurance,
. 259,242 110,528 411,445 46,801 828,016
proportional
Reinsurance, non-
. 16,045 1,218 166,003 203,715 386,981
proportional
Total premiums 275,287 113,823 863,467 250,516 1,503,093
Reinsurance
63,055 (46,415) 193,369 191,699 401,708

results

6 Profit and loss results of reinsurance only, according to operating segments in non-life insurance, including credit insurance, as
reflected in the Company’s reports to the Commissioner.
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Motor Property and
Reinsurance premiums Compulsory property others
in 2021 (NIS in motor insurance insurance insurance Liabilities insurance
thousands) branch branch branch branch Total
Earthquake and natural
. - 2,189 277,487 - 279,676
risks
Reinsurance,
. 243,215 86,096 360,053 51,761 741,125
proportional
Reinsurance, non-
. 15,357 689 141,761 216,002 373,809
proportional
Total premiums 258,572 88,974 779,301 267,763 1,394,610
Reinsurance results (219,223) (15,534) 293,270 (537,305) (478,792)
Motor Property and
Reinsurance premiums Compulsory property others
in 2020 (NIS in motor insurance  insurance insurance Liabilities insurance
thousands) branch branch branch branch Total
Earthquake and natural
risks - 2,191 250,760 - 252,951
Reinsurance,
proportional 225,434 175,999 326,489 56,419 784,341
Reinsurance, non-
proportional 10,441 1 115,269 146,190 271,901
Total premiums 235,875 178,191 692,518 202,609 1,309,193
Reinsurance results (89,566) 13,415 314,755 76,189 314,793

Explanations regarding the reinsurance results in non-life insurance:

Compulsory motor insurance branch - The transition from loss to income was mostly due to the reduction of
reserves due to the impact of the interest rate environment during the reporting year, as compared with the
increase of reserves last year due to the impact of the interest rate environment, and the improvement in the
development of claims relative to last year.

Motor property branch - The increase in reinsurer loss during the reporting year reflects the change for the worse
in the development of claims relative to last year.

Property and others insurance branch - The decrease in reinsurer profit during the reporting year reflects the
change for the worse in the development of claims relative to last year, mostly in the fire and property branches,
which are mostly backed by reinsurance.

Liabilities insurance branch - The transition from reinsurer loss to profit during the reporting year was mostly due
to the change for the worse last year in the development of claims in the managers’ insurance branch, which is
backed by reinsurance, and by the reduction of reserves due to the impact of the interest rate environment during
the reporting year, relative to the increase of reserves last year, due to the impact of the interest rate
environment.
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For additional details regarding reinsurance, see Note 38(f)(8) to the financial statements.

10.7. Human capital

10.7.1. Diagram of the Group’s organizational structure

The following diagram reflects the functional-organizational relationships, as of the date of this report, of the various
senior position holders, which is not necessarily identical to legal relationships. &
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The Group’s organizational structure as of the reporting date is as follows:

(1) Health division (a professional division which coordinates the health insurance activity).

(2) The long term savings division (a professional division which coordinates the activities in the life insurance, and
in the pension and provident segment through Clal Insurance and Clal Pension and Provident Funds);

(3) The non-life insurance division (a professional division which coordinates the activity in the non-life insurance
segment);

(4) The investments division, which coordinates the investing and credit provision activities in the Group;

(5) The claims unit, which coordinates the handling of claims by policyholders and members in all insurance and
pension branches.

85 The diagram reflects the structure of human capital in Clal Insurance. The Company’s structure is as shown in the diagram;

however, in accordance with a resolution of the Company’s Board of Directors, the Company’s officers include the Company’s
CEO, Legal Counsel, Financial Division Manager, Investment Division Manager and Risk Management Unit Manager. All of
the Company’s officers also serve as officers in Clal Insurance. Additionally, in Clal Insurance, which serves as the Group's
primary business arm, individuals serving as corporate officers also include the Long Term Savings Division Manager, the
Non-Life Insurance Division Manager, the Health Insurance Division Manager, the Service, Human Resources and Operations
Division Manager, the Agents Unit Manager, the Claims Unit Manager, the CIO, and the Marketing and Strategy Division
Manager.
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(6) The agents unit, which coordinates the sales activity vis-a-vis the Group’s agents;

(7) The service, human resources and operations division, which coordinates: (1) the service, operations and
collections activity vis-a-vis agents and customers; (2) management of human resources in the Group; and (3)
The private customers unit, which concentrates the direct sales activity of the risk and non-life insurance
products;

(8) The finance division, which coordinates all of the financial, actuarial, payroll, and logistical activities in the Group;
(9) The Clal IT division, which coordinates all of the Group’s information systems activities;

(10) The legal consulting and regulation division;

(11) The risk management, control and enforcement division;

(12) The marketing and strategy unit;

(13) The internal audit division, which reports to the Chairman of the Board.

The Group also owns controlled subsidiaries which have separate CEQ’s, including Clal Credit Insurance, Clal Pension
and Provident Funds, Atudot Havatika and insurance agencies in the long-term savings segment and in the non-life
insurance segment.

In February 2022, a change was implemented to the organizational structure of Clal Group, in which the Health
Division and Customers Unit were split, the activities in the Customers Unit were split into several divisions, as
specified below: (1) the Private Customers Unit, which coordinates activities involving the direct sale of risk products
and non-life insurance, was transferred to the management of the Service, Human Resources and Operations Division
Manager; and (2) The Customer Relations Division, which coordinates the retention activity in the Group, and the
direct sales activity by license holders vis-a-vis employers and customers, was transferred to the management of the
Long Term Savings Division Manager.

The organizational change was intended, inter alia, to assist the Company in meeting its strategic goals, including
maximizing the unit’s activity through maximum synergy, while maintaining the units’ specialization and
professionalism, and strengthening and maintaining organizational know-how.

On February 15, 2023, Mr. Barak Benski was appointed as Executive VP, Investment Division Manager, instead of Mr.
Yossi Dori, who concluded his tenure in the Group.

On February 1, 2023, Mr. Eldad Eran was appointed as Executive VP, Health Division Manager in Clal Insurance,
instead of Mr. Moshe Bar Siman Tov, who concluded his service in the Group.

The Group’s workforce

During the reporting year, the Company continued working in accordance with its strategic plan, which is intended,
inter alia, to adjust the workforce at the headquarters and operations entities, while expanding the units in the Group
which support growth, and particularly the units which are engaged in sales, including the Group’s insurance agencies
(the growth in the number of employees in those units amounted to approximately 60 employees, out of the total
growth of 110).
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Presented below are data regarding the Group’s workforce as of December 31, 2022 and 2021, in accordance with

the organizational structure:

Number of Number of
Units employees employees

31.12.2022 31.12.2021
Headquarters and central service entities ° 639 625
Health division®” 62 655
Agents unit 223 219
Long term savings division®8 340 142
Non-life insurance division 125 121
Claims unit 356 332
Service, human resources and operations
division® 1,554 1,143
Investments division 120 117
Clal Credit Insurance 47 48
Finance division 383 377
Total Company employees 3,849 3,779
Clal Agencies 554 512
Total”* 4,403 4,291

Out of the workforce described above, the Group’s senior management (division, department, and headquarter unit

managers, and the Chief Actuary of Clal Insurance) includes 13 managers, as well as the Company’s CEO (who also

serves as the CEO of Clal Insurance) and the Group’s internal auditor.

For details regarding corporate officers in the Company, see Part D of the report - Additional Details Regarding the

Corporation, section 18. For additional details regarding the employment terms of the Company’s CEO, see Note

39(b)(5) to the financial statements, and for details regarding the compensation terms of corporate officers, see

section 10.7.5(c) below.

The Company has no material dependence on any particular employee.

66

67

68
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The headquarters and central service entities include: the CEO’s office, the internal audit division, the marketing and strategy
division, the legal advice and regulation division, the risk management, control and enforcement unit, and the Clal IT division.
The decrease was due to the separation of the health division and the customers unit into several divisions, including the transfer
of the customer relations division to the long term savings division, and the transfer of the individual customers unit to the
service, human resources and operations division.

The increase was due to the transfer of employees of the customer relations division from the health division and the customers
unit to the long term savings division.

The increase was due to the transfer of employees of the individual customers unit from the health division and the customers
unit to the service, human resources and operations division, and the adjustment to the activities of sales centers, according to
the scopes of activity.

The increase was due to the intake of the operations of Davidoff Agency, and the creation of a sales center.

Out of the workforce as of the end of the reporting year, 90 employees are supplier employees, along with 98 supplier employees
in the preceding year.
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Benefits and terms of employment agreements

Types of agreements and compensation method -

In April 2022, a collective agreement was signed between the Company’s subsidiaries Clal Insurance, Clal Pension and
Provident Funds, Clal Credit Insurance, Clalbit Systems and Canaf (the “Companies”) and the Histadrut New General
Federation of Labor and the worker’s committee in the Group (the “New Collective Agreement”), which generally
centralizes all of the agreements and collective agreements which were signed between the parties since 2014, into
one unified agreement, subject to the agreed-upon changes and additions, the main terms of which are specified
below:

e The payment of salary raises to employees at a rate of 3% of the base salaries of the employees who are
entitled to salary raises, each year, depending on the fulfillment of the Company’s average annual profit
target which was agreed upon with respect to the years 2021-2024. In April 2025, an additional budget will
be allocated for salary raises at a maximum rate of 4% (raise of up to 1%) per year, in general, half of the
total budget for salary raises will be paid as a uniform raise, and the other half will be paid as a differential
raise, in the discretion of managers.

e Raising the minimum wage for monthly employees in 3 stages, up to a total salary of NIS 6,600 in September
2024;

e Raise salaries for veteran employees (who have been employed in the Company between 5 and 30 years,
and more) to amounts between NIS 6,750 and NIS 9,450, beginning in September 2023;

e And raising the hourly rate of call center employees in 3 stages, up to an hourly rate of NIS 34, beginning in
September 2024;

e Each year, depending on the fulfillment of the annual minimum profit condition, as defined in the new
collective agreement, in the minimum amount of NIS 200 million, a special payment will be paid to
employees, the total cost of which will be between NIS 11 million and NIS 55 million (insofar as the
Company’s annual profit exceeds NIS 1,200 million).

In case the Company’s minimum annual profit is between NIS 300 million and NIS 600 million, an additional
payment will be paid to employees, the cost of which will be between NIS 4.25 million and NIS 17 million,
depending on the results. The payment will be given to eligible employees by way of options, at an exercise
price which will constitute the average closing price of the Company’s shares during the 30 trading days
preceding the date of the Company’s Board of Directors’ approval of the outline, and no less than the share
price on the day before the resolution;

Additionally, and further to the Company’s financial results for 2021, an agreement was reached regarding
the addition of special interest, as specified in section D.9 in Note 24 to the financial statements.

e The new agreement also defines the rate of payment of convalescence pay, in accordance with the
employee’s length of employment and employment commencement date, to increase the participation and
to improve the terms of the health insurance policies for the Company’s employees, to increase the
participation in payment for summer camps, to change the framework for participation in employee meals,
to cancel the retention bonus which was established in the previous agreement, and instead to give the
employees a retention bonus depending on the Company’s profits.

e In accordance with the agreement, in 2024 a voluntary retirement program was offered to employees aged
60 or older, the acceptance of which will be subject to the discretion of the Group’s member companies.
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e The agreement will be in effect for a period of 3 years, from January 1, 2022 to December 31, 2024, and
industrial peace will be kept during the entire period of the agreement. Upon its signing, all of the parties’
claims and assertions expired for the period of the agreement.

The new collective agreement applies to most employees of the Group’s member companies, except for employees
in specific positions which were defined in the agreement, and managers of a rank which was defined.

For details regarding the consequences of the financial results of the new collective agreement, see Note 24(d) to the
financial statements.

As of December 31, 2022, the Group has around 76872 employees who are not subject to the new collective
agreement, including senior members of management, and who are employed in accordance with personal work
agreements, which define their employment terms, including the base salary, social benefits and fringe benefits.

Provisions with respect to termination of employer - employee relationships -

Most of the employees who are subject to the collective agreements are subject to an arrangement in accordance
with section 14 of the Severance Pay Law, 1963, for their entire period of employment.

For additional details regarding the provisions with respect to the termination of employer - employee relationships
for the Group’s employees, see Note 24 to the financial statements.

Additional terms and benefits -

The practice of the Group’s member companies is to provide, from time to time, arrangements for the acquisition of
insurance products and services for their employees, including, inter alia, elementary insurance, pension products
and health and life insurance.

The Company has a collective health insurance policy which covers most employees of the companies, as defined
above.

The Group allows employees to receive loans in accordance with defined internal policies and in accordance with the
provisions of the law, in consideration of, inter alia, the employee’s seniority and salary.

For details regarding the employment terms (including compensation) of the five highest compensation recipients
among the executive corporate officers in the Group (including the Company’s Chairman and CEO), and the highest
compensation recipients during the reporting year, and for details regarding the salary which was paid to the directors
in the Company, see Part D of the report - Additional Details Regarding the Corporation, section 11.

The corporation’s investments in continuing education and training

As part of the Group’s overall strategy regarding the development of human capital as a central asset, the Group
invested, in 2022, a great deal of resources in professional education and training activities, in enforcement and
compliance, and in the development of managerial skills in the organization, including remote management. This year
as well, the Group focused on improving service quality and skill services to the Company’s customers and agents, in
improving professionalism and insurance knowledge in all segments of insurance, and in establishing implementation
processes for the information systems which support the business core and improving middle management skills.

72 Not including employees of providers.
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This year, the Group also invested in the performance of activities and training sessions which emphasized the
wellbeing of employees.

These training sessions were intended, inter alia, to adjust the performance of the Group’s employees and managers
with respect to market changes and developments, an advanced service standard, and regulatory requirements.

Executive salary and compensation policy

Beginning in September 2013, the Company is required to approve, once every thee years as a minimum, a
compensation policy for corporate officers in accordance with the Companies Law (Amendment No. 20), 2012.
Additionally, the institutional entities in the Group are subject to the Commissioner’s circular regarding the
compensation policy in institutional entities from April 2014, as amended in October 2015 and in July 2019
(hereinafter, jointly: the “Compensation Circular”).

The Company’s compensation policy is intended to help realize the Company’s objectives and work plan in the long
term, inter alia, in order to recruit and maintain high-quality executives with specific and unique specializations, who
are capable of leading the Company to business success and of dealing with the successes which the Company faces,
to employ motivated corporate officers, to achieve a high level of business performance without taking unreasonable
risks, and to create an appropriate balance between the various compensation components, fixed vs. variable, short
term vs. long term, and cash compensation (including fringe benefits) vs. capital compensation. The compensation
policy establishes rules, criteria and benchmarks which will be used to determine the terms of tenure and
employment of the Company’s corporate officers, in accordance with the specific characteristics of the operation for
which the relevant corporate officer is responsible, and in accordance with their experience, qualifications and
performance in the position, in accordance with and subject to the legal restrictions specified above and below.

A. The compensation circular and the compensation policy in institutional entities

The compensation circular from July 2014, and the amendments thereto which were added in 2015 and 2019,
determine, inter alia, that an appropriate ratio will be determined between the fixed compensation component and
the variable compensation component, in a manner whereby the rate of the annual variable component will not
exceed 100% of the annual fixed component, subject to the exceptions which will be determined (which pertain to a
one-time business event which is not repeated each year, and which does not apply to a broad group of senior
position holders), according to which it will be possible to determine that the rate of the annual variable component
will not exceed 200% of the fixed component, save with respect to the CEO. It was also determined that any payment
of a variable component will be subject to repayment arrangements and to deferral arrangements, such that, in case
the rate of variable compensation exceeds 40% of the fixed compensation, or the total compensation exceeds the
maximum payment, as defined below, at least 50% of the variable component will be deferred and distributed
according to the straight line method over a period of no less than three years. The circular sets forth various
arrangements in connection with the allocation of shares or stock-based instruments, in connection with retirement
bonuses, restrictions regarding the variable component for directors, and provisions regarding method used to
determine the compensation of the Chairman of the Board. Additionally, the provisions of the circular determine that
an institutional entity may not bear the employment costs of an employee due to his tenure in another corporation,
and will ensure that an employee does not receive compensation due to his employment in the institutional entity
from another entity. The compensation circular allows the application of an immaterial change (as defined in the
compensation policy) to the compensation terms of an officer, with the CEQ’s approval, and without the approval of
the Board of Directors; The compensation circular applies to all of the Company’s employees; however, most of its
restrictions pertain to officers and senior position holders, as defined in the circular.
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B. Executive Compensation Law

In April 2016, the Compensation for corporate officers in Financial Corporations Law (Special Approval and Non-
Permissibility of Expenses for Tax Purposes due to Exceptional Compensation), 2016 (hereinafter: the “Executive
Compensation Law”), was published, which is intended to restrict and reduce the salary of senior corporate officers
in financial entities.

The law defines a corporate mechanism for the approval of agreements involving the provision of compensation to
an employee of a financial corporation (financial entity or entity controlling or controlled by the financial entity) for
which the projected expense, as calculated on the date of approval in accordance with generally accepted accounting
principles, is expected to exceed NIS 2.5 million (linked to the CPI beginning from the publication date of the Executive
Compensation Law), and also determines that an agreement of this kind will not be approved unless the ratio between
the expected expense with respect to the aforementioned compensation, and the expected expense with respect to
the lowest compensation paid by the corporation to an employee of the corporation (including contract employees),
directly or indirectly, in the year preceding the date of the agreement, is less than 35 (the “Ratio Limit”).

In accordance with the mechanism specified in the law, the employment terms of the aforementioned employee will
be presented for approval to the compensation (or audit) committee, the Board of Directors (by a special majority of
outside directors), and the general meeting of that company, and in a public company, also by a special majority of
minority shareholders in the general meeting. Additionally, the salary costs of employees in financial corporations
which exceed NIS 2.5 million (linked to the CPI since the publication date of the Executive Compensation Law) will not
be deductible for tax purposes by the Company. The aforementioned cost is after deducting accounting expenses
recorded due to the allocation of shares or the right to receive shares, and after deducting the “excess cost of salary”
(the difference between the cost of salary and NIS 2.5 million, if the cost of salary exceeds NIS 2.5 million) (the
“Maximum Payment”).

In accordance with transitional provisions which were determined, its provisions also apply to engagements which
were approved before the publication of the law. Such engagements which were not approved in accordance with
the Executive Compensation Law are not valid.

C. Compensation policy

On September 19, 2019, the Board of Directors of Clal Insurance and the Board of Directors of the Company approved,
following the recommendation of the Compensation Committee, a compensation policy, in accordance with the
provisions of the compensation circular, including the amendments to the compensation circular, amendment 20 to
the Companies Law, and the Executive Compensation Law. The compensation policy was approved by the
shareholders’ meeting on October 27, 2019. This policy replaced the compensation policy of the Company and the
compensation policy of the Group’s institutional entities, which were in effect until the aforementioned date, and it
was in effect during the years 2020-2022.

On September 29, 2022, the Board of Directors of Clal Insurance and the Board of Directors of the Company approved,
following the recommendation of the Compensation Committee, the compensation policy, and in accordance with
the provisions of the compensation circular, amendment 20 to the Companies Law, and the Executive Compensation
Law. The compensation policy was approved by the shareholders’ meeting in January 2023. This policy replaced the
compensation policy of the Company, and in parallel, updates were made to the compensation policies of the Group’s
institutional entities, which were in effect until the aforementioned date, as stated above. The policy is in effect for
the years 2023-2025.

The compensation policy addresses the entire set of employment terms of the Company’s employees, officers and

senior position holders, and establishes various provisions regarding them. The compensation may be comprised of
several main components: fixed salary, and variable compensation comprised of an annual performance-dependent
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bonus which is paid in cash, an equity bonus, special bonuses which may be given in certain circumstances, fringe
benefits, and indemnification and insurance arrangements.

The compensation policy includes caps on the maximum employment cost of officers and senior position holders in
the Company, pursuant to the Executive Compensation Law, and as prescribed therein, and is based, inter alia, on the
assumption that the total compensation for the Company’s employees should be affected by the Company’s business
results, as reflected, inter alia, in the Company’s profitability, as well as the personal contribution of each employee
towards its achievement, in consideration of the restrictions specified in the Executive Compensation Law, in
regulatory directives, and in policy.

In accordance with the policy, the fixed salary will reflect the manager’s qualifications, including their experience,
knowledge brought to the position, expertise in the field of activity, education, etc., while taking into account their
level of responsibility, and the derived requirements of the position.

The policy allows the payment of variable compensation, which may be comprised of an annual bonus paid in cash,
or equity payment. The payment of significant components of the annual bonus is conditional on the fulfillment of
the minimum conditions specified in the compensation policy. The policy also establishes provisions regarding the
composition of the annual bonus in accordance with the senior position holder’s performance, the performance of
the unit to which they belong, and the Company’s business results. The variable bonus is comprised of measurable
components, qualitative components, and a discretionary component. The policy allows the payment of special
bonuses with respect to significant efforts by the senior position holder, including as part of the execution of a
transaction which is not in the Company’s ordinary course of business. The policy includes provisions regarding the
granting of an equity bonus which will be performance-dependent, for the purpose of encouraging and increasing the
sense of identification, among recipients of such compensation, with the Company in general, particularly over the
long term.

The policy establishes minimum ratios between the components specified in the employment terms and the total
employment terms, and also includes provisions regarding the conditions for distribution, deferral and
reimbursement of payments which were paid as part of variable compensation, and of retirement terms, with respect
to certain office holders.

The policy establishes provisions regarding payments in connection with the conclusion of employment terms beyond
the legal requirements, which include reference to the following components: severance pay, advance notice period,
adjustment bonus, and compensation for the non-competition undertaking. The policy also includes provisions
regarding the compensation of directors in the Company, and the regarding the compensation of employees in the
Company who are not officers or senior position holders.

In light of the period which was passed since the adoption of the Company’s previous compensation policy, and in
light of the experience which has accumulated in the Company regarding its adoption, certain provisions of the
Company’s compensation policy were updated, including, inter alia, the determination that, in cases where a new
officer is employed only during a part of the year, due to the commencement of their employment in the Company,
the Company will be entitled to pay to them partial variable compensation, in consideration of the period during
which they were employed during that year (instead of the requirement that, as a condition for the receipt of variable
compensation, the employee will have been employed for at least 6 months). It was clarified that the variable
component may be deferred due to a deviation from the permitted compensation limit for three subsequent years,
provided that the officer is employed in the Company in the subsequent years, and insofar as the matter involves an
annual variable component, the deferral will be permitted subject to the fulfillment of the minimum conditions in the
relevant subsequent year.
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It is noted that the Group has many position holders who are not considered senior position holders, as defined in
the compensation circular, whose annual bonus is dependent on their fulfillment of personal, predetermined
compensation benchmarks for each year.

It is clarified that the compensation policy applies to the Company and to the Group’s member companies which are
institutional entities. It is further clarified that the Company’s officers, insofar as they also serve as officers in the
Group’s institutional entities, as specified in Part D - Additional Details Regarding the Corporation, section 18, are also
subject to the compensation policies of the Group’s relevant institutional entities.

It is noted, with respect to certain provisions which are required by virtue of the compensation circular with respect
to institutional entities only, that principles only were determined in the Company’s compensation policy, and such
provisions were set forth in the compensation policy documents of the Group’s institutional entities, which apply to
the institutional entities’ employees.

For the avoidance of doubt, the compensation policy will not prejudice the rights which have accrued with respect to
periods before the date of its approval, and that subject to the transitional provisions which were determined in the
compensation circular and in the amendment to the compensation circular, so long as they remain in effect, the
compensation policy will not adversely affect any engagements and/or other rights of the employees in connection
with their tenure and employment in the Company. The compensation policy does not specify the actual employment
terms, but rather the approved framework according to which such rules will be determined.

The Company’s compensation policy is attached as an annex to this part of the periodic report.

For the link to the Company’s website presenting the compensation policy, see
https://www.clalbit.co.il/clalins/reward_policy/Pages/default.aspx.

The Company’s corporate officers are entitled to letters of exemption, indemnification and corporate officers’
insurance. For details, see Part D of the periodic report - Additional Details Regarding the Corporation, section 23.

A. Adjustment of existing agreements to the compensation circulars and to the Executive Compensation Law

Provided that the compensation policy does not prejudice rights which have accrued with respect to previous periods,
and subject to the transitional provisions which were set forth in the compensation circulars and in the Executive
Compensation Law, the Company worked to adjust the compensation agreements of corporate officers and senior
position holders, in accordance with the restrictions of the compensation circulars and the restrictions of the
Executive Compensation Law.

B. Implications

The entry into effect of the compensation circular and the amendments thereto, the Executive Compensation Law
and the compensation policy of the Company and of the Group’s institutional entities, as updated with respect
thereto, affected the compensation structure of the Group’s corporate officers and managers, and the possibility of
recruiting senior position holders. The salaries of the Company’s CEO and Chairman of the Board became fixed salaries
only. It is not possible to estimate all of the possible long-term implications of the Executive Compensation Law on
the employment market in the financial segment.

Capital compensation plans for employees

e On March 24, 2015, the Company’s Board of Directors adopted a performance-dependent compensation plan for
employees and corporate officers for 2015 (hereinafter: the “2015 Plan”), according to which the Company will
be entitled to allocate to employees and corporate officers in the Group warrants for the acquisition of ordinary
company shares with a par value of NIS 1 each.
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On June 22, 2015, the Company’s Board of Directors resolved to adopt several amendments to the plan, and to
publish an outline referring to the allocation of up to 435,000 warrants, which will be offered by virtue thereof, in
accordance with a performance-dependent plan, to employees and corporate officers of the Company and/or of
companies under its control. All of the warrants according to the aforementioned outline were allocated.

On December 17, 2015, the Company’s Board of Directors resolved to publish an additional outline pertaining to
the allocation of up to 35,000 warrants which will be offered by virtue thereof, in accordance with a performance-
dependent plan, to corporate officers in the Company and/or in companies under its control. The warrants were
allocated according to the aforementioned outline.

e As of the publication date of the report, the total number of warrants which were allocated according
to the 2015 plan (to specific employees) is 470,000 warrants. 14,987 warrants are held by the trustee
for specific employees. Around 72,134 warrants were exercised into Company shares.

e On March 25, 2021, the Company’s Board of Directors resolved to no longer allocate options to employees and
officers in accordance with the 2015 plan, and also resolved to erase all of the options which are held in the
options reserve of the 2015 plan, from the register of the Company’s securities.

As of December 31, 2022, approximately 14,987 warrants are exercisable.
On March 31, 2022, all of the remaining warrants in the 2015 plan will expire.

For additional details regarding the 2015 plan, see Notes 40(a)(1), 40(b) and 40(c) to the financial statements.

e On March 25, 2021, the Company’s Board of Directors adopted a performance-dependent compensation plan for
employees and corporate officers for 2021 (hereinafter: the “2021 Plan”), according to which the Company will
be entitled to allocate to employees and corporate officers in the Group warrants for the acquisition of ordinary
company shares with a par value of NIS 1 each.

Accordingly, an outline was published pertaining to the allocation of up to 3,300,000 Class A warrants (which are
given in 3 tranches to managers and officers of the Group), and 200,000 Class B warrants (which are given in a
single tranche to employees in accordance with the collective agreement) which will be offered by virtue thereof,
in accordance with a performance-dependent plan, to employees and officers of the Company and/or companies
under its control. The total number of warrants which were allocated in June 2021 in accordance with the 2021
plan (to specific employees) was 2,493,200 Class A warrants and 175,247 Class B warrants. The shares which will
result from the exercise of these options constitute approximately 1.71% of the Company’s current equity,
assuming maximum exercise. As of the publication date of the report, 2,279,201 Class A warrants according to the
2021 outline, and 169,154 Class B warrants are held by a trustee for specific employees.

Additionally, in April 2022, in accordance with the 2021 plan, an outline was published pertaining to the allocation
of up to 220,000 Class A warrants (which are given in 3 tranches), and 150,000 Class B warrants (which are given
in a single tranche) which will be offered by virtue thereof, in accordance with a performance-dependent plan, to
employees and officers of the Company and/or companies under its control. The total number of warrants which
were allocated in June 2022 in accordance with the 2022 outline (to specific employees) was 213,000 Class A
warrants and 137,396 Class B warrants. The shares which will result from the exercise of these options constitute
approximately 0.23% of the Company’s current equity, assuming maximum exercise.

As of the publication date of the report, 152,000 Class A warrants according to the 2022 outline, and 132,202 Class
B warrants, are held by a trustee for specific employees.

e For additional details regarding the plan for 2021 and 2022, see Notes 40(a)(2), 40(b) and 40(c) to the financial
statements.
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For additional details regarding options granted to employees in accordance with the collective agreement, see
Note 24(d) to the financial statements.

Marketing and distribution

The marketing and distribution infrastructure in the Company is comprised of 4 units / departments:

Agents unit - This unit concentrates the Group’s entire activity vis-a-vis insurance agents in the fields of sales and
service for agents, in the long term savings, life insurance, health insurance and non-life insurance segments, in
order to concentrate, in a single unit, the entire set of relationships vis-a-vis the insurance agent, and the
associated activity.

As part of the above, the Company operates through three regions: the Haifa and Northern region, the Central
region and the Jerusalem and Southern region, where it maintains a sub-branch in Beer Sheva.

The Group’s agencies - The Group’s sales activities are also performed through agencies which are under the

Company’s control. These insurance agencies are controlled by Clal Agency Holdings (“Clal Agencies”), a wholly
owned subsidiary of the Company (hereinafter: the “Group’s Agencies”). The Group’s agencies are engaged in the
provision of insurance business agency services in all operating segments, and in the performance of transactions
with pension products. The activities of the Group’s agencies are mostly concentrated in two agencies: Tmura
Insurance Agency (1987) Ltd. (hereinafter: “Tmura”), which operates in the long term savings and health branches,
and Batach Thorne Insurance Agency Ltd. (hereinafter: “Batach”), which is primarily engaged in non-life insurance.

As part of the realization of Clal Group’s business strategy for acquiring operations which are synergistic with the
Group’s operations, and to strengthen its core areas, the Group acted as follows during the reporting year:

e In May 2022, the merger of Davidoff with and into Tmura was completed. Davidoff, a pension arrangement
agency which was engaged in the industry of 15 years, and which specialized in the provision of operating and
marketing services for insurance, pension and financial products, was acquired by Clal Agency Holdings in
February 2021.

e In September 2022, Clal Agency Holdings completed the acquisition of 30% of the shares of Newcom Pension
Insurance Agency (2004) Ltd. (hereinafter: “Newcom”), for a total consideration of approximately NIS 18.2
million. Newcom is an insurance agency owned by the partners Azriel Shabtai and Yaron Tavor, which was
formed in 2004, and which specializes in sales, through call centers, of health insurance, life insurance, and
pension and financial savings products. In accordance with the agreement between the parties, Clal Agency
Holdings was given the option to acquire up to 100% of the agency’s shares, subject to the conditions and
dates which were determined (until 5 years after the closing date of the transaction).

For details regarding proposed changes under the 2023 Economic Arrangements Bill, see section 10.8.2 below.

Private customers unit”® - The Private Customers Unit concentrates the direct sales activity of the risk and non-

life insurance products, through telemarketing salespeople and salespeople in the field. During the reporting year,
the unit was mostly engaged in the sale of life insurance (risk), health insurance, including international travel

73

In January 2022, the organizational structure of Clal Group was changed, including, inter alia, splitting the activity of the
Customers Unit into several divisions, in a manner whereby the Private Customers Unit was transferred to the management of
the Service, Human Resources and Operations Division Manager, and the Customer Relations Division was transferred to the
management of the Long Term Savings Division Manager.
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insurance and motor and home insurance, to individual customers who, in general, do not interact with the Group
through insurance agents, or through sale collaborations with insurance agents.

Customer relations department’ - Concentrates both the retention activities in the long term savings, life
insurance and health insurance segments, and the direct sales activities by license holders in the pension, finance
(provident/study/private savings), risk and health segments, vis-a-vis employers and customers which, in general,
do not work with the Group through insurance agents in the relevant products. This department includes the
activities of pension license holders who are employed by the Group’s institutional entities, and allows synergistic
activities, based on a broad perspective.

Marketing and distribution methods and commission structure in the various segments:

Long term savings

Marketing and distribution methods in the long term savings segment

The distribution of products in the segment is implemented by insurance agents, including by the Group’s agencies,

and through pension advisers in the banks, and directly.

A.

Sales through agents and agencies

Products in the segment are sold by insurance agents, including “arrangement managers”, including Tmura, which
are large insurance agencies which also provide clearing services to employers, in connection with the separation
of pension contributions to the institutional entities and to the various products, and features the combined
marketing of life insurance, pension and provident products. The insurance agents receive various services to
support their routine activities from the Group’s institutional entities.

Changes in the long-term savings segment may also affect the activities of agents and arrangement managers in
the coming years, inter alia, due to the following: The expansion of the activities of the pension clearing house
and the employers interface, which facilitates, and may continue facilitating, over the long term, the activities of
agents (including arrangement managers), inter alia, in connection with the provision of service, the sale of
additional products, and the performance of transfers, as well as the activities of operating entities. For details
regarding the expansion of the clearing house’s activity, see section 6.2.1(b) above.

As of the publication date of the report, the Group is engaged in the segment through approximately 3,700
insurance agents’®, as compared with approximately 3,100 insurance agents in 2021. Most of the agents also
engage with other insurance companies, and the Group’s member companies do not have any insurance agent
whose scope of activities in this segment exceeds 10% of the Group’s scope of activities in the segment.”®

Approximately 14.5% of total premiums in the life insurance branch which were collected by Clal Insurance during
the reporting year are due to the activities of the Group’s agencies, as compared with approximately 14.2% in
2021.

74
75
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See footnote 72 above.

Including agents who made sales in 2022 in an amount exceeding NIS 10,000.

Excluding an agency wholly owned by the Group, as specified below. The above also does not apply to agents whose
commissions are derived from the commissions of subagents, which engage directly with the Group's institutional entities.
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e Approximately 13.5% of total contributions in the pension branch which were collected by Clal Insurance during
the reporting year are due to the activities of the Group’s agencies, as compared with approximately 13.3% in
2021.

e Approximately 17.1% of total contributions in the provident branch which were collected by Clal Insurance during
the reporting year are due to the activities of the Group’s agencies, as compared with approximately 16.8% in
2021.

e The increase in the rate of total premiums in the life insurance branch and in the amount of contributions
originating from the Group’s agencies was mostly due to the acquisition of Davidoff Agency and Newcom Agency
(see section 10.8 above and Note 42(k) to the financial statements).

B. Sales through pension advisors

During the reporting year, most of the banks continued distributing provident funds and pension funds. Clal
Pension and Provident Funds is engaged in distribution agreements with most of them. As of the publication date
of the report, the banks have not yet begun advising regarding insurance products. It is noted that the directive
regarding the prohibition against the calculation of distribution commissions linked to the rate of management
fees which are collected from members (in accordance with the provisions of the amendment to the law
regarding the calculation of distribution fees), in combination with the distribution agreements vis-a-vis the banks,
which define a fixed commission for the bank with respect to each customer brought by an agent, have led to a
situation in which the income from some of the members of Clal Pension and Provident Funds do not correspond
to the Company’s expenses in connection with those members.

As of the publication date of the report, customers who have significant accrued savings in provident and study
fund products receive consulting through the banks; however, on all matters associated with the distribution of
pension funds, the activities of banks are immaterial.

In June 2022, a proposed legislative amendment to the Pension Advice Law was published, in which it was
proposed to allow pension advisors who are employed in the banks to provide pension advice to the bank’s
customers also via digital means, and to call customers when required as part of the process of providing pension
advice.

In July 2022, the transitional provision from December 2020 was extended, which determined that enforcement
measures will not be taken against banking corporation which provide pension advice digitally or by telephone
until the lifting of the restrictions which were imposed due to the coronavirus pandemic, and in light of the
Ministry of Finance’s intention to promote the foregoing bill, until the end of three months after the instatement
date of the 25th Knesset.

The Company believes that insofar as the bill is accepted and enters into effect, it will increase competition in the
market of pension advice and marketing through banks, which could make the pension advice and marketing
segment more concentrated, and could also cause the institutional entities to become exposed to the payment of
fees at higher rates than the average rate which they currently pay in some of the products, and to the payment
of fees also with respect to products, where most of the respective marketing fees have already been paid in the
past.

The information presented on all matters associated with the possible implications of the draft legislation
regarding the pension advice possibilities of banking corporations constitutes forward looking information,
which is based on the Company’s estimates and assessments, and actual results may differ significantly from
the forecast, inter alia, according to the final wording of the amendment, insofar as it will be published, and in
light of the fact that actual implementation may differ from the forecast, and depends, inter alia, on the conduct
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of banking corporations, and on the types of products for which banking corporations will be allowed to provide
pension advice services.

For details regarding proposed changes under the 2023 Economic Arrangements Bill, see section 10.8.2 below.
C. Direct sales

e Some of the products in the segment are marketed through direct sales to customers by the Group’s employees
who hold pension marketer licenses.

e The direct sales activities in the segment include: (A) Sales of pension products, with an emphasis on marketing
pension arrangements in organizations which are generally not lenders in agents on their behalf; (B) Contact with
the banking system in the pension advice segment, mostly with respect to provident and study fund products; (C)
Telemarketing and frontal sales of risk products. The Company also has collaborations with selected agents, in
which the Company’s employees sell to customers who have been referred by the agent, in his name and with his
permission, the Company’s risk products.

e The Company operates a customer service center which provides direct support to customers, as well as a
customer retention unit.

e The Company works vis-a-vis external consultants who are recruited by public companies and entities, for the
purpose of publishing tenders and conducting negotiations regarding the selection of the pension insurer and
determining the terms of the pension arrangements of their employees.

D. Mortgage banks - risk

The Company engaged in agreements for the provision of insurance services through mortgages with some of the
mortgage banks which are under their control of insurance agencies. During the reporting year, the Group continued
marketing risk policies to mortgage buyers, by an insurance agency which is owned by a bank, and also through
insurance agents and direct sales, and continued marketing such policies to support mortgages from Clal Mortgages.

Commiission structure in the long term savings segment

A. Insurance agents

Presented below are details regarding the structure of commissions paid to agents during the reporting year:

e Life insurance branch

The commissions which are paid to agents in the life insurance branch with respect to policies which were sold
until 2004, are as follows:

o  Renewal commissions: Commissions at a fixed or variable rate of the paid premiums, which are paid for a limited
period, on an ongoing basis.

o  Collection fees: Commissions at a fixed rate of the paid premiums which are paid throughout the entire lifetime
of the policy as fronting fees.
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o  Special commissions - First year commissions: Upon the sale of the policy, or with respect to it, a one-time
payment in cash and/or in cash equivalents may be paid, in accordance with specific agreements with agents,
which are generally dependent upon the new output with respect to the first year of the policy sale.
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Beginning in 2004, the commission structure in the life insurance branch is as follows:

o  Renewal commissions: The commission is generally paid with respect to the sale of risk products and certain
profile policies which were sold in the past, at a fixed or variable rate of the paid premiums, which are paid for
a limited period, on an ongoing basis. In risk products, after a period of 15 years, the commission rate decreases
significantly.

o  Commissions for management fees from deposits: A commission which is paid with component deposited to
savings in the policy, throughout the entire policy lifetime, at a rate which is derived from the management fees
which are collected from the premium, and in accordance with the product type, with respect to products which
were sold until April 2017 (see below).

o  Commissions for management fees from accrual: A commission derived from the management fees which are
collected from the balance of savings in the policy. In general, Clal Insurance discontinued paying commissions
for management fees from accrual with respect to policies which were sold during or after 2013, in most
products.

o  Commissions from accrual: With respect to certain profile products which were marketed in the past, and with
respect to certain profile products which were marketed during the reporting year, and with respect to deposits
in individual savings policies, commissions from accrual are paid.

o  Special commissions: first year commissions - Commissions which are paid on a one-time basis, with respect to
new output, in the first year of the policy lifetime, in cash and/or cash equivalent, whose rate or amount is
determined according to specific agreements with agents, and at times, for fulfillment of sales targets, and
management commissions - commissions derived from the premiums and paid with respect to new output in
the first years of the policy lifetime, for a limited period with respect to policies which were sold in the past.

With respect to some of the aforementioned commissions, advance payments are made to agents from time to
time.

Following the amendment to the law regarding the calculation of distribution commissions, as specified in this
section 10.8.1.1 below, which entered into effect in April 2017, the Group’s institutional entities worked to
adjust the compensation model for agents, in accordance with the legislative amendments. With respect to
customers who join products beginning from the above date, fees are not paid as a proportion of the
management fees which are collected from the customer.

In February 2019, the Commissioner established, with respect to life insurance products in case of death (risk),
that the insurance companies are required to implement a mechanism for reimbursement of commissions on
cancellations of risk policies, such that the cancellation of the policies in the first years after their purchase will
lead to a gradual reimbursement of one-time sale commissions (first year commissions) which are paid by the
insurance companies to the agents with respect to those policies. This mechanism may lead to increased
retention in the risk insurance portfolio.

For details regarding the fee repayment mechanism with respect to risk policy cancellations, see section 6.1.4.1
above.

For details regarding the 2023 Economic Arrangements Bill regarding policy cancellations, which applies to
insurance products, see section 10.8.2 below.

In collective insurance, the agent commission is determined in negotiations with the agent regarding each
transaction separately, in accordance with the law. The commission rate paid by an insurer to an insurance agent
with respect to a collective life insurance policy may not exceed 5% of the gross premiumes.
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Commission rates to third parties in the life insurance branch’

2022 2021 2020
The average rate of the commissions (of various kinds) from
total premiums in the life insurance branch, with respect to 9.5% 8.8%
the various products, which are attributable to agentsZ 9.0%
Average rate of commissions from new annualized premiums
in the life insurance branch, with respect to different 33.7% 43.3%
products’® 36.3%

Pension funds branch

Routine commissions from contributions - Clal Pension and Provident Funds pays commissions to insurance
agents with respect to pension product sales. In the comprehensive pension fund, these commissions were
in the past generally paid as a rate of the contributions, according to a specific agreement between the
agreement and the Company, in consideration of the total management fees which are collected from
customers. With respect to pension products which are marketed from April 2017 onwards, these
commissions are paid as a rate of the deposit, and not linked to the amount of management fees which are
collected from customers (for details regarding the reform on this matter, see this section 10.8.1.1 below).

For details regarding the payment of special commissions with respect to new annualized first deposits of
contributions to the comprehensive pension fund, see the description of special commissions in the life
insurance branch above.

Commission rates to third parties in the pension fund branch

2022

2021

2020

Rate of commissions paid to insurance agents with respect to

pension products out of total deposits to pension products

3.1%

2.3%

1.0%

Provident funds branch

Commissions for management fees from accrual - with respect to provident products which were marketed
until 2017, the commissions with respect to provident product sales are generally paid to the insurance
agents as a rate of the accrual of members.

Commissions from accrual - with respect to provident products which are marketed from 2017 onwards,
commissions are paid as a rate of the accrual, and not out of the management fees which are collected from
the customer (for details regarding the reform on this matter, see this section 10.8.1.1 below).

For details regarding the payment of special commissions with respect to new first deposits (and with
respect to the past, including one-time deposits which are due to the transfer of accrued balances) of

7

78

The data include commissions of various kinds, some from premiums, others from accrual, and yet others with respect to new

business, and accordingly, the possibility of reaching conclusions based on the data is limited.
The rate of commissions relative to premiums does not include fees which are paid with respect to non-recurring transfers.
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contributions to provident funds which are managed by Clal Pension and Provident Funds, see the
description of special commissions in the life insurance branch above.

Commission rates to third parties in the provident fund branch

2022 2021 2020

Rate of commissions paid to insurance agents with respect to
provident products”

0.8% 0.8% 0.3%

It is noted that in light of the complexity of the framework for the payment of commissions to insurance agents in

long term savings products, as specified above, discussions are held, from time to time, between certain agents and

the Group’s institutional entities, regarding the method for payment and calculation of commissions, which conclude,

in a significant part of cases, with arrangements which take into account mutual offsets between the parties.

Presented below is a description of the regulatory provisions which were published during the years preceding

the reporting year, and which affected, and may continue affecting, the payment of commissions to pension

marketers, agents and arrangement managers in the long term savings segment:

In April 2017, the amendment to the Control of Financial Services (Provident Funds) (Amendment No. 20) Law,
2017, entered into effect, in which it was determined that a distribution commission should not be calculated
by linkage to the rate of management fees which are collected from the member (the “Legislative Amendment
Regarding The Calculation Of Distribution Commissions”).

The unlinking of commissions from management fees makes it difficult for the Company to create a direct link
between income and expenses. For details regarding the dismissal of a motion to approve a class action which
was filed with the District Court in connection with the compensation mechanism, against Clal Pension and
Provident Funds Ltd. and additional entities, and regarding the appeal which was filed with the Supreme Court
on this subject, see Note 41(a)(a2)(2) to the financial statements.

B. Payment to pension advisors

The distribution commission rate paid to pension advisors was determined in the Control of Financial Services
Regulations (Provident Funds) (Distribution Commissions), 2006 (the “Distribution Regulations”), which
determine that a pension adviser, and with respect to study funds also an investments adviser, is entitled to
receive distribution commissions from an institutional entity with respect to the distribution of provident
funds, pension funds and study funds, due to deposits to the provident fund, at an annual rate of up to 0.25%
out of the total sum available to the customer in the provident fund, except with respect to accrued funds
which are due to deposits which were performed until December 31, 2005, into provident funds which were
defined in the aforementioned regulations, in which case, the commission rate will not exceed an annual rate
of 0.1%, provided that the pension adviser receives standard compensation from all of the product producers.

For details regarding proposed changes under the 2023 Economic Arrangements Bill, see section 10.8.2 below.

79

The rate of the various commissions divided by the average accrual during the reporting year.
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Non-life insurance

Marketing and distribution methods in the non-life insurance segment

The Group markets its products in the non-life insurance segment both through insurance agents, including the
Group’s agencies, and directly.

A. Insurance agents

The insurance agents are the central distribution channel in the segment to end customers, i.e., policyholders.
Insurance agents generally engage with several insurance companies. As of the publication date of the report, the
Group operates in the non-life insurance segment through approximately 1,900 active insurance agents, as
compared with approximately 1,500 agents in 2021.%°

The Group has no insurance agent whose scope of activities in this segment exceeds 10% of the scope of activities in
the non-life insurance segment.

The rate of sales through insurance agents in this segment, out of the total sales in the non-life insurance segment
during the reporting year, was approximately 85.82%, as compared with approximately 85.20% in 2021.8!

Out of the total premiums in the non-life insurance segment in Israel, approximately 2.98% are due to activities of
the Group’s agencies, as compared with approximately 4.41% in 2021.

B. Direct sales

Some of the products in the segment are marketed through direct sales, without going through insurance agents. The
direct activity is primarily vis-a-vis large business customers. The Company also directly markets compulsory motor
and motor property insurance policies, apartment insurance policies, and guarantee policies, and also, through Clal
Credit Insurance, credit and foreign trade risks insurance. During the reporting year, the Private Customers Unit
continued its direct sales of motor and apartment insurance policies, mostly including through the digital platform or
through collaborations with customer clubs and organizations, to customers who, in general, do not engage with the
Group through agents, and continued developing the Company’s collaborations with select agents, in which the
Company’s employees sell to customers who have been referred by the agent, through their name and with their
permission, motor and apartment insurance.

C. Mortgage banks

The Company engaged in agreements for the provision of insurance services through mortgages with some of the
mortgage banks which are under their control of agencies.

Commission structure in the non-life insurance segment:

8 Includes agents who made sales in 2022 in an amount exceeding NIS 10,000. The figures for 2021 referred to agents who made
sales in an amount exceeding NIS 50,000.

8L This figure includes sales which were performed by Batach Thorne Insurance Agency Ltd., which is an agency owned by the
Group.
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A. Commission structure

For insurance agency services, Clal Insurance pays to the insurance agents commissions in cash and/or cash
equivalents. The commission amount is generally determined as a rate of the net premium (excluding fees), and is
fees conditional upon the scope of the agent’s sales, activity and/or profitability.

In general, in collective insurance, the agent commission is determined in negotiations with the agent regarding each
transaction separately.

With respect to some of the aforementioned commissions, advance payments are made to agents from time to time.

B. Average commission rate®?

2022 2021 2020
Average rate of commissions out of total gross premiums in the 5.8% 5.6% 5.5%
compulsory motor branch sub-branch
Average rate of commissions out of total gross premiums in the 19.4% 19.5% 18.8%
motor property sub-branch
Average rate of commissions out of total gross premiums in the 11.9% 11.4% 11.9%
liabilities and others sub-branch
Average rate of commissions out of total gross premiums in the 7.9% 8.4% 8.8%
property and others branches
Average rate of commissions out of total gross premiums in the 7.9% 8.6% 8.4%
other loss of property business branch
Average rate of commissions out of gross total premiums in the 20.6% 20.5% 20.6%
comprehensive apartment branch including mortgages

10.8.1.3.  Health insurance

Marketing and distribution methods in the health insurance segment

The distribution of products in the segment is performed by both agents and insurance agencies, including the Group’s
agencies, and directly.

A. Distribution through agents and agencies

During the reporting year, individual health insurance policies of Clal Insurance were mostly marketed by insurance
agents.

8 The figures regarding the commission rates in non-life insurance were restated and segmented into sub-branches.
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As of the publication date of the report, the Group operates in the health insurance segment through
approximately 1,420 insurance agents, as compared with 1,228 agents in 2021.8Most of the agents also have
engagements with other insurance companies.

Approximately 4.6% of total premiums in the health insurance segment which were collected during the reporting
year by the Company are due to the activities of the Group’s agencies, as compared with approximately 4.4% in 2021.

The Group does not have any insurance agent whose scope of activities in this segment exceeds 10% of the Group’s
scope of activities in the health insurance segment.

For details regarding a study of the Competition Authority regarding the effect of economic incentives on agent sales
in the market for individual health insurance in Israel, see section 8.3.1 above.

B. Direct distribution

Some of the products in the segment are marketed through direct sales to private customers directly, or to private
customers through employers (including through the Group’s employees who hold pension marketing licenses).

The distribution of products in the segment is also performed through the Private Customers Unit and through the
Company’s collaborations with selected agents, in which the Company’s employees sell to the customers who have
been referred by the agent, in his name and with his permission, health products of the Company.

Commission structure in the health insurance segment

In long term individual insurance, the commissions are generally paid as follows:

Routine commissions - Commissions which are derived from the premiums and paid throughout the entire policy
lifetime, on a routine basis.

For details regarding the payment of special commissions with respect to new annualized premiums in health
insurance, see the description of special commissions in the life insurance branch above. Advance payments were
made to agents with respect to some of the commissions.

2022 2021 2020

Average rate of commissions out of total gross premiums in the
various products in the segment 26% 27% 30%

In collective insurance, the agent commission is determined in negotiations with the agent regarding each transaction
separately.

8 Including agents who made sales in 2022 in an amount exceeding NIS 10,000.
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Industry-wide directives in connection with the field of marketing and distribution

In August 2022, an amendment to the circular regarding customer service for agents and advisors was published,
which specified the instructions with which a license holder (insurance agent or pension advisor) must comply when
providing service to customers. The amendment includes, inter alia, provisions which are intended to clarify the
license holder’s duties with respect to customers when the engagement is done passively, from the customer’s
perspective, without their knowledge or involvement, inter alia, due to the acquisition of an insurance portfolio, or
the appointment of the license holder by the institutional entity (hereinafter: “Transferred Customers”). According
to the amendment, the license holder must initiate a service call to transferred customers, in which the license holder
will inform the transferred customer of the aforementioned change, and will explain to them, inter alia, their option
to cancel the appointment of the new license holder, or to sign a new power of attorney (hereinafter: “Service
Request for Transferred Customer”). In November 2022, an additional amendment to the circular regarding customer
service for agents and advisors was published in which, inter alia, the time periods for service calls to transferred
customers were extended, and clarification was added, as part of the explanatory remarks, that the provisions
regarding service calls to transferred customers do not involve payments to the license holder, but rather only
establish the rules with which the license holder must comply in cases where transferred customers are transferred
toit.

The Company believes that the new license holder’s obligation to inform transferred customers of their transfer, as
stated above, could result in immaterial changes in the patterns of execution of market transactions involving the
acquisition of insurance portfolios and the merger of agencies. For details regarding the proposed changes the
Economic Arrangements Bill, in connection with the foregoing, and their possible effects, see section 10.8.2.4 below.

The information presented on all matters associated with the possible implications of the amendment to the circular
regarding customer service for agents and advisors constitutes forward looking information, which is based on the
Company’s estimates and assumptions, and actual results may differ, inter alia, due to the conduct of insurance
agents on the matter.

In accordance with the 2023 Economic Arrangements Bill, it is proposed to apply the following arrangements to the
compensation which is paid by institutional entities to insurance agents:

10.8.2.2.A.1. To amend the Insurance Law such that institutional entities will pay to insurance agents brokerage
fees in an identical amount for each group of in an identical amount of the “insurance plan” type,
which have been defined by the Commissioner as alternative products. In parallel, it is proposed to
amend the Provident Funds Law such that a managing company, including an insurer which is
controlled by the same controlling shareholder as the managing company, will pay identical
commissions, in terms of proportion or amount, with respect to each group of products which have
been defined by the Commissioner as alternative products.

10.8.2.2.A.2. To promote an arrangement under which insurance agents, including pension insurance agents, will
repay to the institutional entity the proportional part of the brokerage fees which were paid to them,
whether in cash or in cash equivalents, with respect to insurance mediation or pension marketing
which does not constitute routine commissions, with respect to the remaining period until the end of
6 years after the date when the customer was added to the insurance plan or provident fund, in any
of the following cases: (A) Transfer of all or some of the funds from a provident fund, to another
provident fund, or withdrawal of all of the funds from a provident fund; (B) Cancellation of the
insurance contract; and (C) Appointment, for the policyholder, of another license holder to handle
the provident or insurance fund, or notice by the policyholder that they are no longer interested in
receiving service from the insurance agent, beginning from the date of appointment of the new
license holder, or the policyholder’s announcement that they are not interested in receiving service
from the agent.
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10.8.2.2.A.3. To amend the Insurance Law such that insurance agents will be required to disclose to the customer,
before signing the insurance contract under their agency, the brokerage fees which is expected to be
paid to the insurance agent by the insurer with respect to the signing of the insurance contract. It is
further proposed that the insurer will send reports to the reports, which will include details regarding
the brokerage fees which the insurer paid to the insurance agent with respect to insurance mediation
services which were performed for the policyholder.

The Company believes that the obligation for institutional entities to pay a standard commission with respect to each
group of products may result in changed to the mix of sales by insurance agents within a group of products, as stated
above, although there is uncertainty regarding the effects on the Company’s activity, since it is not known which
products will be effectively included in each group of products. The mechanism which requires insurance agents to
repay to the institutional entity part of the compensation that was paid to them, as stated above, constitutes a part
of the Authority’s trend of reducing the “replacement” phenomenon of canceling policies for customers and buying
new policies, which is taking place in the insurance and pension market, and may result in increased retention in the
insurance portfolio of the products to which it applies.

The 2023 Economic Arrangements Bill includes a proposal to amend the Pension Advice Law, and to determine that
an institutional entity will not unreasonably refuse to engage, and will not seek to terminate the engagement in an
agreement, for the execution of a transaction with a pension adviser, where the terms regarding the rate and
conditions of the distribution commission, the service given thereunder, and its period, are similar to the terms of
agreements in which it has engaged with another license holder; That an institutional entity will not refuse an
engagement due to the number of the adviser’s customers, their characteristics or accrual, or their scope of activity,
or due to their status as a pension adviser, or for other reasons which will be determined by the regulator; That the
institutional entity will specify, in writing, the reason for their refusal to engage with a license holder; And that the
institutional entity will not be entitled to discriminate, regarding the services for its systems, between license holders
with which it has engaged. It is further proposed to determine that the Commissioner will be entitled to specify
circumstances where a violation thereof will be considered discrimination for the foregoing purpose.

The Company is unable to estimate the impact of the obligation requiring institutional entities not to refuse to engage
with pension advisors and under conditions, as stated above, inter alia, in light of the uncertainty regarding their
correspondence with distribution agreements vis-a-vis the banks, and the conditions prescribed in the Control of
Financial Services Regulations (Provident Funds) (Distribution Commissions), 2006, pertaining to the distribution
commissions which a pension adviser is entitled to receive from an institutional entity.

The 2023 Economic Arrangements Bill also includes a proposal to amend the Insurance Law by determining that a
permit for the control of a corporate agent will not be given to an institutional entity or to a person controlling an
institutional entity, and that an institutional entity, or an entity controlled by an institutional entity, a person
controlling an institutional entity, or an entity controlled by a person as above, will not acquire the means of control
of a corporate agent if it causes their total stake in the corporate agent to exceed 20%, until December 31, 2024.
During that period, an inter-ministerial taskforce will be created to evaluate institutional entities’ holdings in
insurance agencies. The taskforce will evaluate the effects of the institutional entities’ holdings of corporations which
constitute insurance agents on the activities of those agencies, and on their objectivity in the marketing of products,
the means for addressing those effects, and the desired arrangement with respect to existing holdings of institutional
entities in insurance agencies. The taskforce will formulate its recommendations, including the required operative
measures and legislative amendments, within ten months.

The Company believes that the foregoing transitional provision, insofar as it will be accepted as currently phrased,
will reduce the acquisition of insurance agencies by institutional entities and the holding companies which control
them, and consequently, will lead to a reduction of that distribution channel.
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The information presented on all matters associated with the proposed amendments in the 2023 Economic
Arrangements Bill constitutes forward looking information, which is based on the Company’s estimates and
assessments, and actual results may differ significantly from the forecast, inter alia, according to the final wording
of the amendments, insofar as they will be published, and in light of the fact that actual implementation may differ
from the forecast, and depends, inter alia, on the conduct of institutional entities and the alternatives which are
available to them, the conduct of distributing entities, and the preferences of customers._

Dependence on distribution channels

The Company is dependent on the direct distribution channel and on the distribution channel through agents and
arrangement managers. However, the Company is not dependent on any particular distribution entity (any particular
marketer or agent) in either of the aforementioned distribution channels.

Suppliers and service providers

The Group’s member companies acquire products and services from a large number of suppliers and service
providers. Expenses in connection with suppliers and service providers include, inter alia, the following:

A. Direct expenses in connection with claims which are directly charged to the cost of insurance claims, including
payments to assessors, loss adjusters, legal service providers, investigators, damage repair services, medical
services, etc., as well as payments to entities which provide associated coverages to policyholders (“Riders”).

For details regarding marketing and distribution, see section 10.8 above.

B. Expenses in connection with operating services for the operation of provident funds which are managed by Clal
Pension and Provident Funds. For details regarding Clal Pension and Provident Funds’ engagement with the
aforementioned provider, see section 10.17.2 below.

C. General expenses of the Company to various providers, including: rent and office maintenance, payroll processing
services, vehicle leasing services, advertising services, telecommunication and postal services, operating services,
legal collection, audit services, communication and data communication services, professional consulting,
maintenance, licensing and leasing of hardware and software, automation services and depreciation. These
expenses are charged to indirect claim settlement expenses, marketing expenses, other acquisition expenses, and
other general and administrative expenses (for additional details, see Note 34 to the financial statements).

D. There are also additional expenses which are discounted for assets in the financial statements, and which include,
inter alia, automation, construction and equipment expenses.

For details regarding Clalbit Systems, a wholly owned subsidiary of the Company, which is responsible for the
provision of automation services to the Group’s member companies (and which acquires services in the automation
segments), and regarding the Group’s expenses with respect to automation during the reporting year, see sections
10.10.3.1 and 10.10.3.2 below, and Note 34 to the financial statements.

There is no primary provider upon which the Company is unambiguously dependent, save for Sapiens Technologies
(1982) Ltd. (“Sapiens”), with which Clal Pension and Provident Funds engaged in an agreement for the acquisition of
a system for the management of members’ rights in pension funds, and for the provision of development and
maintenance services for the system. During the reporting year, the Group paid to Sapiens a total of approximately
NIS 13.1 million with respect to the aforementioned development and maintenance services, as compared with a
total of approximately NIS 14.7 million in 2021. However, due to the nature of circumstances, within the framework
of the work done by providers in the Group, in certain cases, the providers gain unique know-how, or provide services
which sometimes create a dependence on them for the Company, for a short period, due, inter alia, to the need to
create the projects and/or to perform services in the determined timeframe in accordance with regulatory
requirements. For details regarding suppliers, as stated above, with whom Clal Pension and Provident Funds engaged,
see section 10.17.2 below.
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Property, plant and equipment

Presented below are data regarding the Company’s property, plant and equipment which primarily includes rented
and owned buildings, furniture, office equipment and IT equipment.

Data regarding rented and owned buildings for self use, in square meters, for the years 2021 and 2022

As of December 31, 2022 As of December 31, 2021
Company / Unit Location Owned area Rented area (in Owned area Rented area (in
(square meters) square meters) (square meters) square meters)
Clal Insurance Tel Aviv ! - 33,662 - 35,196
Petach Tikva - 5,678 - 5,678
Haifa @ 2,618 - 2,618 -
Jerusalem - 1,627 - 1,627
Beer Sheva - 1,290 - 1,290
Herzliya ) - 250 - 250
Clal Credit Tel Aviv
- 955 - 972
Insurance
Clal Pension and Tel Aviv - -
. 3,839 4,045
Provident Funds
Petach Tikva - 1,251 - 1,251
Jerusalem - 73 - 73
Beer Sheva 968 810
Clalbit Systems Tel Aviv - 9,036 - 8,057
Agencies under Throughout
1,027 3,755 1,027 3,555
control (4 Israel
Total 3,645 62,384 3,645 62,804

Excluding parking lot areas.
1. Including area of Canaf.
2. 78 square meters, leased to Clal Pension and Provident Funds.
3. Backup site for the Group’s IT systems (there is also a backup site in Greece, in an immaterial area),
4. including Batach and Tmura (including Davidoff Agency, which was merged into Tmura during the reporting year). The

increase was due to area which was leased during the reporting year for Tmura’s sales center.

Regarding which are held employed through rental, the rental periods vary from building to building, where the
largest rental period is until 2038 (including an exit point in 2030), with respect to the Company’s offices in Kiryat
Atidim (for details, see section 10.17.1(a) below). In some of the rental agreements, the Company has the option to
extend the rental period.

For additional details in connection with the rent payments which are paid by the Company, see Note 27 to the
financial statements.
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Data regarding buildings which constitute a part of the nostro investment portfolio of Clal Insurance, in square
meters, for the years 2022 and 2021*

Location Designation As of December 31, 2022 As of December 31, 202184
Gush Dan area Offices and commercial 45,957 43,952
Offices and logistical
South warehouse 3,835 2,418
North Trading 1,992 1,992
HaSharon area Offices and commercial 28,188 28,188
Haifa Offices 13,474 3,096
England and Scotland Offices 7,596 7,596
Jerusalem Offices and commercial 8,905 8,905

Offices, commercial and

United States multifamily 4,574 4,574
Total 114,521 100,722
*

Additionally, there are holdings in these assets and/or other assets, out of funds managed for others (members and/or

policyholders) in the Group - see Note 10 to the financial statements.

Leasehold improvements, furniture and office equipment

In general, the leasehold improvements, furniture and office equipment which are used in the main site and in the
end units are owned by the Group.

IT equipment and peripheral equipment

IT systems of the Group in Israel

The Group’s information systems are critical to the management of its business affairs, and the Group considers some
of them as strategic assets. The Group’s member companies own a wide variety of IT equipment, including servers,
infrastructure and communication equipment, terminals and other peripheral equipment. The Company also has a
wide variety of ownership rights and/or usage rights with respect to various software programs, including self-
developed software programs.

For the purpose of its various operations, the Group uses the IT systems, inter alia, for the purpose of fund
management (including funds of the Group’s customers), management of customers and their rights, as well as back
office systems, organizational systems and decision support systems.

The activities in the IT department are done through Clalbit Systems, which is a wholly owned subsidiary of the
Company. Clalbit Systems Ltd. is responsible for providing IT services to the Group’s member companies, and as of
the reporting date, does not provide services to companies outside of the Group. Clalbit Systems engages with
external providers for the performance some services.

The Group has two IT centers, which back up one another in an Active-Active configuration. There is also a third
international site, which serves for data backup only. The Group’s ability to continue providing a high level of service
to its agents, policyholders and customers, and to operate certain core processes, is critical to the Company’s business
continuity.

84 The data for 2021 included an immaterial restatement.
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The Group has a business continuity management (BCM) unit and a business continuity plan which includes
identification of critical processes that are required for recovery, emergency files which are intended to facilitate
activities on the level of the various divisions, and a technological disaster recovery unit, allowing rapid technological
recovery. The Company is also prepared to allow its employees to work remotely securely, in order to allow continued
response in all operating segments.

The Group’s investments in IT systems

The Group is working to develop and upgrade the IT systems, from time to time, in accordance with its
needs and the needs of the Group’s member companies. Presented below is a description of the material
activities which were performed in the Group’s IT systems during the reporting year, some of which are
also expected to continue after the reporting year.?>

Life insurance systems -

In the life insurance segment, Clal Insurance works through two main core systems of a previous technological
generation, which were developed many years ago. The functional redundancy of these systems increases operating
and maintenance costs in this segment, and places burdens on the adjustment of the systems to all of the Company’s
needs, including on all matters associated with external data and regulatory interfaces, the requirements for which
have been expanded in recent years. For details regarding these requirements, see section 6.2.1(b) above. In recent
years and during the reporting year, the Company has been working on expanding and improving the core systems
of the life insurance branch, in a manner which will increase the efficiency of the current core systems, and is taking
supplementary control and operational actions, in order to ensure the adequacy of the supported processes.

In light of the complexity, limitations and redundancy of the aforementioned systems, the Company performed a
comprehensive evaluation of the long term processes which are required for implementation in the future, for the
purpose of improving its IT capabilities, inter alia, on all matters associated with the management of members’ rights,
and formulated a strategic plan which includes, inter alia, the implementation of a technological upgrade in some of
the relevant systems, the consolidation of modules for company-wide infrastructure, and the development of new
components for existing systems, with modern technology.

In recognition of the importance of having efficient and modern automation systems, the Company has prioritized
this issue, and in recent years, the Company has invested hundreds of millions of NIS in upgrading and improving the
automation systems in the long term savings segment. For additional details, see Note 6 to the financial statements.

According to the Group’s estimate, its current IT systems in the life insurance branch, and the organizational data
infrastructure which was developed, will serve the Group’s needs for the upcoming period. In light of the multiple
changes to the regulatory directives which apply to the activities of the Group’s institutional entities (inter alia, as
specified above), which create material changes and significant and frequent reforms in insurance activities in general,
and in the long term savings segment in particular, the Group is currently in an ongoing process of adjusting its IT
systems to the regulatory directives and to the changes and reforms implemented therein, inter alia, by implementing
technological upgrades thereto and by developing new components, and ensuring the compliance of the IT systems
with the terms of the products offered by the Company (such as insurance policies and regulations of pension funds
and provident funds).

8 Some of the services for the core systems are performed by external providers (provident fund operating services, which also
include automation of the activity, are performed through Bank Leumi; and maintenance and development services for the
pension activity management system are given by Sapiens).
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According to the Group’s estimate, the process adjusting the IT systems in accordance with the regulatory directives,
and of upgrading the IT systems which support its operations, in a manner which will ensure support for all of the
Group’s products in the long term savings segment, will continue in the coming years, and will involve significant costs
and operational preparations on the part of the institutional entities in the Group. The development requirements
are derived both from the requirements of the business operations and regulatory directives.

Digital segment -

The Group has set for itself the goal of continuing to promote digital innovation, with an emphasis on providing
information, performing actions independently in the Company’s digital channels (agents, customers, employers) and
sales. investments in IT and digitization provide a solution for the needs of customers, and have facilitated, and will
continue facilitating, increased efficiency. For additional details, see section 10.18 below.

During the reporting year, the group launched advanced digital tools, including in the fields of service, claims and
sales, such as “Clal Pay”, “Clal View”, and “Bot All-Stars”, for the purpose of providing information in all of the
insurance branches, self service actions for the Company’s customers, and an upgraded site for agents. Additionally,
the customer website and the app “Clal Button” offer customers a wide variety of services, including the display of
information and the digital performance of actions such as claim filing, viewing the information in their personal file,
submitting loan or redemption requests, issuing policies, and more. The Company believes that the integration of
digital tools into the Company’s activity is expected to continue improving the availability of information and services
for customers, improving the customer experience, increasing resulted in, and increasing operational efficiency.

The information presented on all matters associated with the integration of digital tools into the Company’s
activities constitutes forward looking information, which is based on the Company’s estimates and assumptions,
and the actual results may differ significantly from the forecast.

For details regarding automation expenses in the Group, see Note 34 to the financial statements. For details regarding
the scope of acquisitions and self-development, and the amortization of software programs and computers, see Notes
6(a) and 8(a) to the financial statements.

Cloud computing services -

in recent years, and as part of the emerging worldwide trend, the Company is evaluating, as needed, the use of cloud
computing services. The Company implemented the use of several cloud computing systems, and also decided to
upgrade the CRM (customer relations management) system, and to implement an advanced cloud-based CRM
system. The first stage of the project was launched during the reporting year. The Company expects that insofar as
the process is completed, the system will lead to improvement in the service and sale processes for customers and
agents. The project is expected to take several years.

Additional systems:

As part of the preparations for the adoption of the provisions of IFRS 17, the Company is striving to prepare for the
adaption of the IT systems for the purpose of adopting the standard. These preparations are expected to continue
until the standard enters into effect in accordance with the relevant regulatory directives, and involves significant
costs. For additional details, see Note 4 to the financial statements.

Management of cybersecurity risks in the Company

e The Company manages its cybersecurity risks in accordance with the principles and guidelines which were
established in the cybersecurity policy which was approved by the Company’s Board of Directors, through and
under the guidance of the Group’s CIO, cybersecurity administrator, and the cybersecurity steering committee
under the leadership of the Company’s CEO, whose members also include the Chief Risk Officer.
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The Company has received certification from the Standards Institution of Israel for several international
information security and business continuity standards, including 15022301 (business continuity), and I1SO 27001
+ 27799 (information security). The Company has an annual cybersecurity work plan, which is approved by the
Board of Directors, and Company management receives routine reports regarding the status of fulfillment of the
work plan. The board of directors also receives routine updates regarding the implementation of cybersecurity
products, the level of employee awareness, surveys on the status of preparedness and vulnerabilities in significant
systems, approval of major IT engagements and transactions, and approval for the management of major cloud-
based projects. The Company periodically conducts cybersecurity drills, in collaboration with management and
the board of directors.

The Company performs various processes for the identification and assessment of cybersecurity risks, and
performs actions to mitigate them, including operating a monitoring and control system; conducting risk surveys;
identifying anomalies; implementing architectural adjustments to hinder attacks; testing the completeness,
confidentiality and availability of data; testing the processes involved with employee recruitment and engagement
with suppliers; increasing employee awareness; physical security measures; network protection; protection of
systems and applications; permission compartmentalization processes, separation of responsibilities; audits
conducted by the Company’s internal audit division (including through external factors specialized in the area);
establishing methods for responding to cybersecurity incidents (by degree of severity), and more.

On all matters pertaining to the receipt of outsourcing services, the Company implements a structured risk
management process, including an undertaking by the provider to meet the information security requirements
which were determined by the Company, and additionally, the Company performs, from time to time, information
security audits at providers.

Systematic drills are periodically conducted for the Company’s management and board of directors, for the
purpose of drilling decision making in uncertain condition with respect to cybersecurity risks, including in
accordance with the Commissioner’s directives and the reference scenario which he established.

The Company has a cybersecurity policy which includes coverage, in a limited amount, for certain expenses, debts
and damages which may be incurred due to a cybersecurity incident.®

The Company routinely performs risk management activities, including security testing of the organization’s
systems, in order to verify the existence of defenses, and to minimize vulnerabilities. The surveys are conducted
by an independent entity specialized in penetration testing and security surveys.

In recent years, the scope of attempted cyber attacks, and in the variety of attack methods, has increased
continuously. The Company has taken, and continues taking, significant steps to defend itself against the many
cybersecurity threats arising during this period, including using intelligence sources, with an emphasis on phishing
attacks, comprehensive testing of the robustness of the organization’s cybersecurity apparatus, in consideration
of the changing threats, while implementing proactive measures in the Company’s protective infrastructure;
Providing a rapid response through the response teams, in order to investigate suspicious attempts to remotely
connect to the Company’s network, or any irregular activity of employees; Increasing technological controls and
issuing guidelines to increase awareness among the Company’s employees; The Company is continuing to strictly
and continuously manage cybersecurity risks in accordance with the changing threats.

According to the Group’s assessment, the level of organizational preparedness for dealing with cybersecurity risks,
in consideration of the scope and complexity of the activity of the Group’s member companies, is appropriate.
However, in light of the frequently changing threats and the technological developments in the field of
cybersecurity, and particularly in light of the ongoing increase in the scope of cyber attacks, the variety of attack
methods, and the improvement in attack capabilities, including depending on the attacker’s identity, the Group is
required, and will be required in the future, to continuously adapt its processes and methods of defense, including
through the continuous evaluation of tools in the field of cybersecurity, and review of work process and
organizational tools.

86

The policy includes a deductible.
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The Group’s assessments on all matters associated with the level of organizational preparedness in dealing with
cybersecurity risks constitute forward looking information, which are based on the Group’s estimates and
assumptions, and actual results may differ significantly from the forecast.

For additional details regarding the Group’s exposure to cybersecurity risks, see section 10.16(c)(6) below.

Seasonality

Long term savings

In general, income from premiums in life insurance, and income from management fees in pension funds and
provident funds, are not characterized by seasonality, and therefore, seasonality is not a factor with respect to claims.

However, due to the timing of the end of the tax year, a certain degree of seasonality exists with respect to deposits
from premiums/benefits contributions to pension savings products in December, since substantial amounts are
deposited during that month by employees and self-employed persons who initiate deposits that are not in the
framework of their salary, with the intention of making full use of the tax benefits, as well as by employers completing
obligations in respect of the tax year or making one-time deposits, usually in respect of seniority severance pay debts.
There are also certain months, which vary from year to year, in which the scope of premiums/contributions could be
higher, this being mainly due to one-time payments made by employers to workers, in respect of which contributions
are provided.

Presented below is the distribution of the gross premiums and contributions in the long term savings division over
the last two years, by quarters (NIS in thousands):

2022 First Quarter Second Quarter Third Quarter Fourth Quarter Total

Premiums and
contributions, NIS

in thousands 4,609.7 4,680.2 4,875.9 5,250.4 19,416.2
2021 First Quarter Second Quarter Third Quarter Fourth Quarter Total

Premiums and

contributions, NIS 3,696.3 4,082.9 4,337.9 4,810.9 16,928.0

in thousands

Distribution of gross premiums in life insurance and contributions
By quarters in 2021-2022
NIS in millions

52904

48759 48109

46802

43379

2022
2021

1 2 Q3 o4
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Non-life insurance

In general, income from premiums in the non-life insurance segment does not feature clear seasonality. However,
the premiums in the first quarter of the year were higher than the premiums in other quarters, mostly due to the
renewal dates of insurance agreements which conclude at the end of the calendar year. There are also insurance
agreements of business policyholders and of large vehicle fleet, which feature high premiums, the renewal or
discontinuation of which may affect premium volatility during certain months of the year. The effect of this
seasonality on reported income is neutralized by the unearned premium reserve.

There is no clear seasonality in the other expense components, such as claims, and in other income components, such
as income from investments. However, it should be noted that in the winter season, a marked increase in claims is
sometimes seen in the first or fourth quarters of the year, or in both of them, mainly in the property branches, and
as a result, a reduction occurs in the reported income for the period.

Presented below is the distribution of gross premiums in the non-life insurance division over the last two years, by
quarters (NIS in thousands):

2022 First Quarter Second Quarter Third Quarter Fourth Quarter Total
Premiums in
thousands of NIS 851,628 880,110 829,165 714,127 3,275,030
2021 First Quarter Second Quarter Third Quarter Fourth Quarter Total

Premiums in
thousands of NIS 796,372 805,707 727,388 612,292 2,941,759

Distribution of gross premiums in non-life insurance
By quarters in 2021-2022
NIS in millions

8516 880.1

B 2022
2021

Health insurance

The health insurance segment is not characterized by seasonality. In the international travel insurance sub-branch,
there has been an increase in the scope of policies sold to international travelers during the summer and holiday
periods. However, the above had no significant effect on the distribution of total premiums in the health segment
during the calendar year.

The global coronavirus pandemic is affecting activity in the international travel insurance segment. During the
reporting year, the activity in this segment increased relative to the year before the reporting period, although the
activity in this segment is still less than the scope of activity in the year before the coronavirus pandemic began (2019).
The foregoing did not have a significant impact on the financial results of Clal Insurance in the health segment.
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Intangible assets

Intellectual property

The name “Clal” is registered as a trademark under the name of IDB Development. The Group uses, for the purpose
of its operations, the names and logos of the Group’s member companies, most of which are not registered as
trademarks.

The Group’s member companies use, for the purpose of their operations, software programs which are owned by
member companies in the Group and/or for which usage licenses were acquired. For additional details, see section
10.10.3.1 above.

The Company develops, through its employees and through providers, software programs for self use to which it
owns copyrights.

The Company owns internet domains.
For additional details regarding intangible assets, see Note 6 to the financial statements.
Databases

The Group’s member companies have databases which include, inter alia, data regarding customers, agents and
service providers, which are used, inter alia, for marketing activities, using advanced software programs (CRM), which
allow segmentation of the data in various ways. The Company’s marketing strategy is based on the databases, which
are critical to the management of the Company’s business affairs.

The Group works on a routine basis to register its databases in Israel in the records of the Registrar of Databases, in
accordance with the provisions of the law. Some of the databases are currently in registration processes and/or
evaluation and preparation for the purpose of registration.

Legal proceedings

Material legal proceedings are currently pending against the Group, including motions to approve class actions
pursuant to the Class Action Law. For details regarding claims which are not in the ordinary course of business,
including class actions which have been approved for filing as class actions; pending motions to approve class action
status for material claims; motions to approve class action status for material claims which were dismissed during the
reporting year; material class actions which concluded during the reporting year and until the publication date of the
report; immaterial class actions; and material claims against the Group which are not in the ordinary course of
business, including a derivative claim, see Note 41(a)-(c) to the financial statements.

For details regarding legal risk factors in connection with class actions, see section 10.16(b)(5) below.
For details regarding the exposure to the risk associated with class actions, see Note 41(a) to the financial statements.

For summary details regarding the Company’s exposure to legal proceedings, see Note 41(c) to the financial
statements.

Financing
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Rating

For details regarding the ratings of member companies in the Group and regarding liability certificates which were
issued as of the publication date of the report, see Note 25(e) to the financial statements. For details regarding the
rating which was given for the Company and for the bonds which it issued after the reporting date, see Note 25(d) to
the financial statements.

Credit

For details regarding deferred liability notes which constitute Tier 2 capital for the purpose of the economic solvency
regime, see Note 25(b) to the financial statements. For details regarding the restrictions on the recognition of the
liability certificates as Tier 2 capital for solvency purposes, see Note 16(e) to the financial statements. For details
regarding bonds which were issued by the Company after the reporting date, see Note 25(d) to the financial
statements.

Raising of sources to funds the operation of the Company’s business

The Group may be required, in the coming year, to raise sources by way of an issuance and/or exchange (through
Clalbit Finance and/or the Company), subject to developments regarding its capital status, the capital target which
will be determined by the Board of Directors, market conditions, payments in connection with the Max transaction,
regulatory developments, and the Commissioner’s approval, if and insofar as required.

As of the reporting date, the Company and Clalbit Finance have shelf prospectuses in effect.

The information presented on all matters associated with the raising of funds to cover the Company’s routine
business operations in the coming year constitutes forward looking information, which is based on the Company’s
estimates and assumptions as of the publication date of the report. Actual implementation may differ significantly
from the forecast, inter alia, due to regulatory requirements which will be determined, the state of capital markets,
the business position of the subsidiaries in the Group, actions taken to optimize the capital and debt management
in the Group, and the materialization of the risk factors specified in section 10.16 below.

Taxation
For a description of the taxation arrangements which apply to the Group, see Note 23 to the financial statements.

Discussion regarding risk factors

This section, which discusses the risk factors with respect to the Company, also includes forward looking information.
Forward looking information is uncertain information regarding the future, which is based on information which is
available to the Company as of the reporting date, and which includes the Company’s estimates and intentions as of
the reporting date. Actual results may differ significantly from the results forecasted or implied based on such
information, inter alia, due to changes in the business environment any other party in risk factors, including future
risk factors.

The institutional entities are obligated to appoint a Chief Risk Officer. For a description of the responsibilities of the
Group’s Chief Risk Officer, and for details regarding the risk management policy and regarding risk management
processes and methods in the Group, including a description of the work process and the methods used to identify
the risks and controls which exist in the Group’s member companies, see Note 38 to the financial statements.

Presented in the following table are risk factors, according distributed by macro risks, branch-specific risks and risks
which are unique to the Group, as well as details regarding the risk factors.
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Risk factors Risk factor’s impact on the Group

Significant impact | Medium impact Limited impact

A. Macro risks

Economic downturn in Israel X

International economic downturn and price X
drops in capital markets

Overall market risk X

Specific market risks:

Interest rate risk X

Credit margin risk

Inflation risk

Exchange rate risk

Stock price risk X

Other assets price risk

Credit risk

Environmental, social and governance (ESG) X
risks

B. Branch-specific risks

Insurance risks X

Portfolio retention

Catastrophe risks:

Earthquake in Israel

Terror attack and/or war in Israel

Pandemic

x| X| X| X

Stability of reinsurers

Strategic risks:

Changes in legislation and regulations X

Competition risks

Availability of reinsurers X

Legal risks X

C. Risks on the level of the Group

Compliance and regulatory risks X

Liquidity risk X

Underwriting, pricing and assessment of X
insurance liabilities

Operational risks

Information system risks

information security and cybersecurity risks X

Business model risks X

Reputation risk X

Engagements with external providers X
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The impact of the foregoing risk factors is based on the judgment of group management, based on the
information which is available as of the estimation date, refers to each risk independently, and takes into account
the estimated probability of the materialization of each risk and its potential results. The estimation of the extent
of the risk factors’ impact refers to the direct implications on the Group, and does not take into account indirect
effects.

A. Macro-economic risks

(1) Economic downturn in Israel

The Group is materially exposed to the state of the Israeli economy, and a downturn in the Israeli economy could
affect the scope of the Group’s business, particularly in the long term savings segment, including: a reduction in the
volume of savings made by the public; Possible delays in deposits and an increase in withdrawals; An increase in the
unemployment and an erosion in real salaries may result in an increased number of cancellations, and in a decline in
the premiums and contributions collected by the institutional entities in the Group, as well as in an increase in the
scope of claims. Additionally, as a result of an economic downturn, as stated above, the risk associated with the
Group’s exposure to entities in Israel through its investments and through certain insurance activities may increase
(see credit risks and market risks below).

(2) International economic downturn and price drops in capital markets

The Group is exposed to harm to the value of its investments in financial assets in international capital markets, and
in other assets abroad. A global economic downturn could also affect the results of Clal Credit Insurance, which
insures the debts of debtors in various countries, who are affected by the economic situation in those countries.
Additionally, the stability of the reinsurers with which the Group engaged may be reduced as a result of price drops
in international capital markets, or an economic downturn in the countries where they operate.

3) Overall market risk

The prices of assets and returns in the capital markets in Israel and around the world very significantly affect the
Group’s business results. The Group’s self investment (“Nostro”) portfolio, as well as the asset portfolios of members
and policyholders in investment-linked policies, provident funds and pension funds (“Portfolios Managed for
Others”) are invested in various assets, in Israel and abroad, and their value is subject to volatility which is due, inter
alia, to changes in interest rates, the prices of stocks and other assets, credit margins, actual inflation rates and
inflation forecast, and foreign currency exchange rates.

The Group is exposed to losses with respect to changes in these risk factors, as a result of their direct impact on the
value of the assets in the Group’s nostro portfolios. Failure to achieve the target returns which served as the basis for
pricing the products, and for the calculation of the insurance liabilities, could adversely affect the Group’s business
results.

The Group is exposed to overall market risk, including indirectly, as a result of the impact on the Group’s profits due
to returns which are achieved in portfolios managed for others. Within the framework of the Group’s activities with
respect to the management of these funds, the Group’s member companies collect fixed management fees from the
accrual, the scope of which may be harmed as the scope of managed assets decreases, as a result of negative returns
and/or a decrease in the scope of deposits and/or redemptions and/or transfers.

Additionally, in accordance with the provisions of the law, in some of the investment-linked policies which were sold
in the years 1991 to 2003 (hereinafter: “Profit-Sharing Policies”), Clal Insurance collects, in addition to fixed
management fees, also variable management fees, which are calculated as a proportion of the real returns of the
investment portfolio, after deducting fixed management fees and direct expenses due to the performance of
transactions (hereinafter in this section: the “Addition”). The addition is calculated on an annual basis, according to
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positive or negative values. In accordance with the provisions of the law, insurers may only collect a positive addition;
however, in the calculation of each positive addition, the negative addition which accrued in previous periods will be
included. The aforementioned addition affects the Group’s profitability. For details regarding the quantitative impact
of the exposure to market risks which is due to the management of such funds as of December 31, 2022, see Note
38(c) to the financial statements. Since the calculation of variable management fees in a given calendar year is
conducted on a cumulative basis, management fees are collected or returned throughout the year from/to
policyholders, according to the real returns which were charged for the quarter, which may result in a great deal of
fluctuation in income from management fees from quarter to quarter.

4 Specific market risks

Full correspondence does not exist between the assets in the nostro portfolio and the liabilities held against them, in
terms of cash flows and the timing thereof, and the linkage basis and currency. Additionally, complete symmetry does
not exist between the accounting treatment of liabilities and assets, and a difference exists between the accounting
principles and the rules of the economic solvency regime. For this reason, the economic equity, accounting equity,
solvency ratio and comprehensive income of the Group are exposed to changes in risk factors, of which the main ones
are specified below. The capital requirements which apply to the Group’s insurance companies in accordance with
the economic solvency regime are based on economic principles. It is noted that the types of risks which will be
specified below also exist in portfolios managed for others in Otzma, since they are not necessarily identical to those
described regarding the nostro portfolios.

A. Interest rate risk - From an economic perspective, the Group’s main exposure is to an interest rate decrease and
the flattening of the interest rate curve, due to the fact that the average lifetime of its liabilities is significantly
longer than the average lifetime of its assets. Additionally, an interest rate decrease could also cause adverse
effects and volatility in the solvency ratio of Clal Insurance. In the current interest rate environment, the Group
is exposed (including in accounting terms) to losses in case of an interest rate reduction, despite the fact that the
extent of the exposure has decreased significantly, due to regulatory changes and the Company’s activities in
managing assets and liabilities. The interest exposure affects the calculation of the reserves, inter alia with
reference to the discount rates which are used in the calculation of the liability adequacy test (LAT), the
calculation of the K factor, and the calculation of pension reserves, in a scope which may exceed the capital gains
which will be created in that scenario with respect to assets which are sensitive to interest rates (see Note
38(e)(el) to the financial statements). However, the Group may also be exposed to certain scenarios involving
interest rate increases, due to the relatively long average lifetime of the assets, in consideration of the long term
nature of most of the liabilities, due to the fact that, in accordance with the currently practiced accounting
method, in certain scenarios involving changes to interest rates, there is not necessarily full correspondence
between the change in the market interest rate and the discount rate which is used to discount the various
insurance liabilities. It is noted that, in the long term, the Group’s is also exposed to an ongoing low level of
interest rates, with an emphasis on the index-linked interest rate, which may make it difficult to achieve the
guaranteed rate of return for guaranteed-return products, and to achieve the returns that were used to price
other insurance products, and to require a renewed evaluation of the actuarial assessment of the Group’s
insurance liabilities (see Note 38(c)(3) and Notes 38(e)(e1)(d)(1) and 38(e)(e2)(4)(a) to the financial statements).

B. Credit margin risk - The Group is exposed to the risk of loss due to the effects of changes in the credit margin in

the market, on the value of marketable debt assets, and due to a certain effect on the calculation of a part of the
Group’s non-marketable debt assets, and of the calculation of a part of the insurance reserves.

C. Inflation risk - The Group is exposed to increases in the inflation rate, due to the fact that the majority of the
Group’s insurance liabilities are adjusted to the inflation rate on a monthly basis, while the assets held against
them are not necessarily CPI-linked. Additionally, due to the fact that the collection of variable management fees
in the profit-sharing portfolio depends on the real returns which were achieved, an increase in the inflation rate
may reduce the Group’s income from management fees. Additionally, some of the Group’s financial debt is CPI-
linked, and increases in the inflation rate will result in an increase in the Group’s financing expenses.
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D. Exchange rate risk - The Group is exposed to changes in foreign currency rates, primarily with respect to the

foreign investment portfolio, which is not fully hedged against changes in exchange rates.

E. Stock price risk - The Group is exposed to changes in the prices of marketable stocks which are characterized by
high potential volatility, both in the nostro portfolio and in portfolios managed for others. In light of the scope of
the exposure of the profit-sharing portfolio to volatility, the volatility in stock prices may significantly affect the
scope of variable management fees collected by Clal Insurance.

F.  Other assets price risk - The Group is exposed to alternative investments, which include investments in real estate

and in real estate funds, in investment funds, in non-marketable shares and in additional investment instruments.
These assets are exposed to changes in their value, which may result, inter alia, from changes in capital markets
in Israel and around the world, changes in prices of commodities, discount prices, and real estate, and specific
business risks. By nature, these investments are less volatile than marketable investments, and respond to
market events with a certain delay. For details regarding sensitivity tests to market risks, see Note 38(c)(2) to the
financial statements.

(5) Credit risks

The Group is exposed to the possibility of financial loss as a result a decrease in credit quality and insolvency of
borrowers and other debtors, in light of its exposure to financial assets, and through insurance operating segments
of the Group which include policies in accordance with the Sales Law and credit insurance, as a result of its exposure
to other debtors, including agents, employers, policyholders and reinsurers. With respect to its holdings in debt
assets, the Group is exposed to decreased asset value as a result harm to the debtor’s financial stability (including
debt settlements) and/or as a result of the increase in the credit margin in the market, as stated above.

Additionally, an increase in business insolvency cases in Israel may also affect the scopes of claims in the directors
and officers liability insurance branch, in which the Group operates (see section 7.1.1.3 above), the scope of
employers’ debts with respect to non-transfer of payments to pension insurance for their employees, which requires
the Group’s institutional entities to initiate collection proceedings, and the insurance risks in the operations of Clal
Credit Insurance (see section 10.16(b)(1) below).

In its assets portfolio the Group is exposed to various market sectors, primarily the banking and finance sector (which
also includes exposure through deposits), the infrastructure and energy sector, and the local real estate sector. The
exposure to the banking sector and to the financial sector is also due to the fact that the Group holds most of its
assets and of its customers’ assets in accounts at banks, financial institutions and brokers in Israel and abroad, and
receives clearing services through banks. The Group is also exposed to reinsurers, as stated above (see section
10.16(b)(4) below). Despite the fact that the Group is working to increase the distribution where possible, the
exposure to the banking segment in Israel is characterized by exposure to a relatively small number of counterparties
with high ratings, as a result of the concentration-oriented structure of the branch in Israel. A deterioration in financial
stability, non-fulfillment of the liabilities of those entities, or an insolvency event in any of the aforementioned
entities, may have a significantly adverse effect on the Group’s business results.

For additional details concerning credit risks, see Note 38(f) to the financial statements.

(6) Environmental, social and governance (ESG) risks

The Group is exposed to adverse effects on its business or financial profile and/or reputation due to exposure to
environmental, social or corporate governance events, in the various business lines (including indirect exposure
through reinsurers), and in the investment activity which indirectly also affects Clal Insurance itself.
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B. Branch-specific risks

Q) Insurance risks

In the insurance operations, the Group is primarily exposed to risks associated with changes in risk factors, as
compared with the actuarial assumptions, and to risk of a single large damage or to the accumulation of damages due
to a catastrophic event.

The actuarial models which are used by the Group’s insurance companies to price products and to estimate of
insurance reserves which they hold, are mostly based on the assumption that past behavior patterns and past claims
will represent future occurrences. Changes in the risk factors which affect the prevalence and severity of events, as
compared with the estimates in the actuarial model, may significantly affect the Group’s business results and
economic solvency ratio:

In non-life insurance business, the main insurance risks are due to the difference between the risk at the time of
pricing and at the time of the estimation of insurance liabilities, and their actual occurrence. The gaps may be due to
incidental changes in insurance business results, and to changes in the average cost of claims and/or in the prevalence
of claims due to various factors. In particular, in the liabilities branches, there is significant uncertainty regarding the
cost of claims, inter alia, due to the existence of time gaps between the event date, the disclosure date and the
payment date (long tail claims).

In credit insurance business operations, the main insurance risks are credit risks, due to the ability of debtors to
service their liabilities, and also depending on the state of the business and economic environment. Foreign trade
risks insurance also involves foreign political risk. Additionally, catastrophic events such as war, international
sanctions, lockdown or strike involve credit risks, due to their impact on the ability of debtors to service their liabilities.

In life and health insurance business operations, the main risk factors include demographic risks, such as changes in
the mortality rates, changes in morbidity and disability, and medical developments, as well as risks pertaining to
policyholders’ conduct and options in policyholders’ policies, and the development of medical inflation (for sensitivity
tests regarding the actuarial assumptions, see Note 38(e)(e1l) to the financial statements). In life insurance specifically,
an increase in life expectancy and/or an increase in the rate of policyholders who withdraw, as an annuity, the funds
which accrued in the insurance funds which are managed by the Group and which have a guaranteed life expectancy
annuity factor, and/or changes in the choices of policyholders with respect to the annuity receipt track, among the
tracks which are available in the policies, may result in the need to increase its insurance liabilities, and primarily in
insurance funds in which the annuity factor was determined based on mortality tables which are different from the
current or future mortality tables. Additionally, there is the risk that the level of expenses throughout the lifetime of
the portfolio will be higher than the estimate, inter alia, due to changes in the conduct of members or policyholders,
the scope of realizations of the option to transfer the accrued amounts in the fund or in the policy, and regulatory
changes. In the health and long-term care insurance branches specifically, and in coverages with respect to loss of
working capacity, the main risk is increase in morbidity and disability rates which affect the number of claims, the
duration thereof, and the cost thereof. Such an increase may also be affected by changes in the interpretation of the
insurance event by the regulator and/or by the courts. An additional risk factor is the realization rate of the option
for continuity without underwriting in collective insurance policies, where a risk exists that the option may be used
by policyholders with greater insurance risk.

2 Portfolio retention level

The change in the portfolio retention rate, which depends on the cancellation, suspension and transfer rates,
constitutes a significant insurance risk in the life and health insurance business operations, due to the fact that the
profitability in this segment is based on a margin in premiums (positive or negative) and the collection of management
fees throughout the lifetime of the policy (for sensitivity tests regarding the assumptions with respect to cancellations,
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see Note 38(e)(el)(c) to the financial statements). The portfolio retention rate also constitutes a significant risk in
pension fund and provident fund management business operations (for details regarding transferring while joining a
pension fund, see section 6.3.1 above). It is noted that the cancellation of the policies also causes the write off of
deferred acquisition costs with respect to those policies.

(3) Catastrophe risks

The Group is exposed to the risk that a single event with great impact (a catastrophe), such as an earthquake, natural
disasters, war, terror attack or epidemic, will result in a significant accumulation of damages.

e Earthquake in Israel - The most significant catastrophic event to which the Group is exposed in Israel is an
earthquake, primarily due to its exposure in the property insurance and life and health insurance branches.

e Risks of war and terror attack in Israel - The Company is exposed to an event of this kind primarily in life and
health insurance.

e Pandemic - The Company is exposed to an event of this kind primarily in life and health insurance.

Clal Insurance acquires partial protection against the accumulation of insurance events, including, inter alia, against
earthquakes, natural disasters, and war and terrorism damages. The scope of acquired coverage is based on model-
based assessments and/or on studies concerning the extent of damages expected to result from a catastrophic event,
with a given probability, and there is no certainty regarding the materialization of the associated forecasts. In the
event that actual damages are higher, the Group will bear the excess damage, which may be significant. For details
regarding the scope of the protection which is acquired against catastrophic events, see section 10.6.7 above.

4) Stability of reinsurers

The insurance companies in the Group insure some of their business operations in reinsurance through foreign
reinsurers. However, the reinsurance does not release the direct insurers from their obligation towards their
policyholders according to the insurance policies. The Group is exposed to risks which are due to counterparty risk in
light of the uncertainty regarding the ability of reinsurers to pay their share in the insurance to the Group’s member
companies. Despite the fact that the exposure of the Group’s member companies is backed by reinsurance which is
distributed between various reinsurers, limits apply to the scope of potential exposure to reinsurers and the main
exposures are to reinsurers with high international ratings, the collapse of one of the large reinsurers with which the
Company has engaged could have a significant impact on the Group. The Group has very significant exposure in case
of a catastrophic event simultaneously with the collapse of a large reinsurer which insures the Company against an
event of this kind. However, the probability of the materialization of an event of this kind is estimated to be low, due
to the fact that the two events have low probability. For details regarding the exposure of the Group’s member
companies to reinsurers, see Note 38(f)(8) to the financial statements, and for details regarding the sections regarding
sanctions in reinsurance treaties, and the difficulty in obtaining and renewing reinsurance treaties, see section
10.6.5.4 above.

(5) Strategic risks

The Group is exposed to changes in its operating environment, which may affect its business operations, and
particularly:

e Changesin legislation and regulation - The Group is exposed to changes in legislation and regulation which pertain

to its operating segments, some of which constitute significant reforms. In particular, some of the regulatory
changes which were implemented in recent years, and those which are proposed, some as non-final drafts, may
constitute a threat on components in the branch’s business model. Additionally, changes in legislation and in
regulation, including circulars, determinations in principle, position papers and directives which the Commissioner
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is authorized to impose in connection with changes in policy terms, including tariffs, may affect the Company also
when approving new products, and with respect to products which were sold in the past, including by way of
cancellation and replacement of products (including temporarily suspending the sale of products whose terms
have been changed), by way of retroactive application, and also due to their impact on the interpretation of
agreements which were signed in the past. For details regarding the known regulatory changes which may affect
the Group, see, inter alia, sections 6.1.2.1, 6.1.2.3, 6.2.1(a), 7.1.1.2(a), 7.1.1.2(b), 8.1.2.1, 8.1.2.1(c), 8.1.2.2, 10.2,
10.5.5.1(a), 10.5.5.1(b) and 10.8.2, above, as well as Note 41(d) to the financial statements.

Competition risks - The Group is exposed to a high level of competition in all of its operating segments, including
as a result of structural changes in the market, including the entry of new competing entities, including both
producers and distribution channels, and insufficient variety of products. The intensification of competition is also
affected by the regulatory changes mentioned above, and the reduction of barriers to entry. For additional details,
see section 10.3.1.2 above. These changes may reduce the Group’s profitability, both due to their direct effect on
the profitability of the products and services in which the Group is engaged, and due to increased operating,
marketing and distribution costs. For additional information, see sections 6.3, 7.2 and 8.3 above.

Availability of reinsurers - The Group’s continued activity in various insurance segments, in which it relies on

reinsurance coverage, is exposed to reinsurers’ offering of those reinsurance policies which meet the minimum
conditions which the Company has determined, which depends, inter alia, on the willingness of reinsurers to share
the risk, and on the appropriate capacity and price.

Legal risks - The complexity and scope of the Group’s operations, and particularly, the long validity period of the
insurance and reinsurance treaties, create significant exposure to legal risks which may arise due to deficiencies
in legal documents, including policies and reinsurance contracts, to operational deficiencies in the implementation
of agreements, and to changes over time in interpretation or in the determination of standards of conduct,
including with respect to products which were sold many years ago, including through retrospective application.
Additional risks are due, inter alia, to legal precedents pertaining to the payment of claims, and which may increase
the amount of claims which the Group’s member companies will be required to pay, as well as regulatory
directives and decisions. All of the above may expose the Group to material claims which are not in the ordinary
course of business, and which may affect the operations and/or financial results of the Group’s member
companies, or the need to increase the insurance liabilities.

In particular, the Group has significant exposure to class actions and derivative claims, both those for which legal
proceedings have been initiated, and those regarding which the potential exposure to the filing of a class action
or a derivative claim was brought to the attention of the Group’s member companies through self-disclosure
and/or through inquiries by customers or third parties, by various means, and those regarding which the Group’s
member companies is unaware, as stated above. In recent years there has been an increase in both the number
of motions filed to approve class actions, and in the number of claims approved by the court as class actions. (For
details regarding the exposure to class actions and derivative claims, see Notes 41(a) and 41(b) to the financial
statements.)

C. Risks on the level of the Group

Presented below are details regarding the risks which may materialize on the level of the Group without materializing

simultaneously in all or most the companies operating in the same branch:

(1)

Compliance and regulation

The Group’s activities are subject to many legal directives, and to the oversight of regulatory entities. The ability of
the Group’s institutional entities and agencies to operate in its areas of activity is conditional upon the holding of the

licenses and permits which are required in order to engage in those areas of activity, including compliance with

regulatory capital requirements, including the economic solvency regime. For details, see section 10.3.1.2 above.
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Additionally, significant operations in the Group are subject to specific and complex regulations. In particular, the
insurance and long term savings operations are subject to various regulatory provisions, which change from time to
time, with respect to products which were sold over many years, and which have long insurance coverage periods
and/or savings periods. Non-fulfillment of regulatory requirements may result in sanctions including, inter alia,
revocation of licenses and permits, and financial sanctions against the Group, and orders of reimbursement, including
as part of audits by supervisory entities or complaints or defects which have been identified, and may serve as the
basis for lawsuits filed against it. For additional details, see Note 41(d) to the financial statements. Changes to the
control structure of the Company, which is a company without a control core, as specified in Note 1 to the financial
statements, may affect the composition of the Company’s various organs and its actions, inter alia, due to regulatory
arrangements. Additionally, future changes in the control of the Company and/or corporate governance events may
harm the Group’s business and financial profile, and reputation, the availability of financing sources, and the ratings
of the Company and of the Company’s subsidiaries. The existence of clauses regarding a change in control in certain
agreements of the Group’s member companies vis-a-vis third parties, including reinsurers, may require, upon the
fulfillment of the aforementioned circumstances involving a change in control, negotiations with those third parties
in order to extend the agreements.

For additional details regarding the permits for the control of the institutional entities which are under the Company’s
control, and regarding the status of the permits for the control of the Company and of its institutional entities as of
the reporting date, see Notes 1 and 16(e)(7) to the financial statements.

2 Liquidity risks

The Group is exposed to risks due to the uncertainty regarding the date when the Group’s member companies will
be required to pay financial liabilities, claims and other benefits to other policyholders and creditors, relative to the
scope of funds which will be available for this purpose at that time. The possible need to raise sources unexpectedly
and in a short time may require significant realization of assets under pressure conditions, and the sale thereof at
prices lower than the market prices. In the Group’s insurance activities, liquidity risk is not estimated to be material
due to the high scope of liquid assets in the nostro portfolio, the high scope of current incoming cash flows from
premiums and investment activity, and the fact that the payment of claims is conditional upon the fulfillment of
insurance events, some of which have long average lifetimes. However, liquidity risk may increase upon the
materialization of a significant catastrophic event.

3 Risks associated with underwriting, pricing and assessment of insurance liabilities

The Group is exposed in its insurance activities to model risk - The risk that the wrong model will be chosen for pricing
and/or for the evaluation of insurance liabilities; Regarding parameter risk - the risk of the use of incorrect
parameters in models, and regarding underwriting risk - the risk of the use of incorrect pricing due to deficiencies in
the underwriting process.

4) Operational risks

The Group is exposed to operational risks, i.e., the risk of loss due to the inadequacy or failure of internal processes.
people or systems, or due to external events. The Group’s exposure is due to processes which include, inter alia,
processes involving purchasing, payroll, investment, collection, policy production, policy operation and long term
savings, including the implementation of changes thereto, and the attribution of funds to the product’s various
components and layers, claim payments, manual operations, data entry into the information systems, production of
reports, calculation of reserves, and processes involving activities vis-a-vis insurance agents, employers, salary
bureaus, pension clearing house, institutional entities, and contractual engagements with foreign entities, including
foreign brokers and clearing houses, reinsurers and service providers. Inter alia, the Group is exposed to operational
risks also with respect to negligence by its employees, agents and third parties operating on its behalf, and with
respect to malicious actions which may lead to claims in material scopes against the Group and/or to damages in
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material scopes for the Group. The Group is also exposed to fraudulent actions on the part of its customers and
additional entities with which it works. These exposures to operational risks are due, inter alia, to the complexity of
the products and services which are currently marketed by the Group, and which were marketed by it in the past,
and to the complexity of regulation which applies to its operations, which increase the risk that a dispute may arise
with a customer regarding the interpretation or implementation of the provisions of the law or of an agreement, or
to a malfunction in the operation of the products and services. This exposure is greater in long term products, and
particularly in life insurance products, due to the high operational complexity of the products, and due to the fact
that they are exposed to frequent regulatory changes. In this regard, it is noted that the routine activities involving
the cleansing of data regarding members’ rights in the long term savings segment may lead to operational implications
and to additional monetary implications, which the Group is unable to fully estimate. Additionally, the process of
implementing the provisions of the law regarding interfaces for the execution of transactions and for the transfer of
information between various entities which are active in the pension savings market (the institutional entities, license
holders, employers policyholders and members), which includes an interface with many factors, is highly complex,
and involves significant operational difficulties in the short term, although, in the longer term, it is expected to reduce
the operational risks associated with the relevant activity (for details, see section 6.2.1(b) above). In light of the scope
of activities of the Group, which currently manages, as of December 31, 2022, assets in the amount of approximately
NIS 295 billion, of which approximately NIS 256 billion are assets managed for others (see Part B of the Report - Board
of Directors’ Report, section 2.3.1), and despite the steps taken by it to identify the risks and to determine adequate
controls and risk mitigation actions, the scope of its exposure to operational risks of the type specified above is
significant.

(5) Information system risks

A significant part of the Group’s activities is based on various information systems. Information systems support the
management processes, including the calculation of the rights of the Group’s customers. The absence of sufficient
infrastructure and/or deficiencies and/or failures in the computerized information systems may cause significant
damage to the Group’s operations. As specified in section 10.10.3.2 above, the IT systems are subject to an ongoing
process of adjustment to the frequently changing regulatory directives, in order to ensure the compatibility with the
Group’s products. A malfunction in information systems and/or information systems which do not comply with the
regulatory directives and/or the absence of full compatibility between the IT systems and the terms of the products
or the performed actions may expose the Group to non-fulfillment of the regulatory provisions, to errors in data
interfaces, and to errors in the operation of products which are marketed by the Group, and which were marketed in
the past.

(6) Cybersecurity and information security risks

The Group is exposed to cybersecurity risks, primarily with respect to the large scope of sensitive information which
is at its disposal, and with respect to the large scope of funds which it manages. Such risks include, inter alia, the risk
of financial damage, disruption of the adequate and continuous operation of work processes, the availability,
completeness and confidentiality of its information, and harm to its reputation, as a result of unauthorized use of its
information assets and/or deficiencies in its information security system and/or actions performed by hostile entities,
including with respect to the debts which apply to the Company by virtue of regulatory directives, and enforcement
measures which were conferred therein. For details regarding the management of cybersecurity risks in the Company,
see section 10.10.3.3 above.

@) Business model risks

The Group is exposed to changes in the business environment, in the business model including in the manner of
implementation of strategy, or the absence of an adequate response to segmental, economic or technological
changes.
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(8) Reputation risk

The Group’s reputation serves as a critical component in its ability to operate in all of its operating segments.
Therefore, the Group is exposed to risk of harm to its business position, as a result of harm to the Group’s image and
reputation as perceived by policyholders, members, institutional entities, investors, debt holders, business partners,
supervision entities, agents, distribution entities, media and others, inter alia, due to the public mood, and criticism
by any of the aforementioned entities regarding its method of conduct, including in connection with the settlement
of claims. In this regard, it is noted that the Company, Clal Insurance, Clal Credit Insurance and bonds which were
issued by the Company and by Clalbit Finance are rated by rating companies (see Note 25(d) to the financial
statements), whereby a reduction of the rating could significantly harm their activities.

9) Engagements with external providers

Within the framework of its activities, the Group enters into agreements with various suppliers and service providers,
including regarding the operation of provident funds, payroll management, loss adjusters, garages, plumbing service
providers, medical service providers, legal service providers, IT service providers, and others. The Group is exposed
to risk of harm to reputation and profitability as a result harm to the quality of services which will be provided to it or
to its customers, in case the service quality given by those providers is in adequate, and is also exposed to the risk
associated with the difficulty in finding an alternative provider, if necessary.

Material agreements and collaboration agreements

Presented below is a description of the material agreements to which the Company is party, or which pertain to the
Company

(A) Agreement for the rental of areas with Atidim - Science Based Industries Ltd. - On March 12, 2013, the
Company engaged in a binding memorandum of understanding with Atidim - Science Based Industries Ltd.,
according to which the Company rents, on its own behalf and on behalf of the Group’s member companies,
office areas with an area of approximately 47,000 square meters (including 24 floors), a lobby floor, warehouses
and approximately 1,000 underground parking spaces, in Atidim Tower in Ramat HaHayal, Tel Aviv. The
agreement between the parties is in effect for a period of approximately 24 years, with one exit station after
around 16 years.

(B) Collective agreement with the Histadrut Worker’s Committee in the Group - In April 2022, a new collective
agreement (the “Agreement”) was signed between the Company’s subsidiaries: Clal Insurance, Clal Pension and
Provident Funds, Clal Credit Insurance, Clalbit Systems and Canaf (hereinafter: the “Companies”) and the
Histadrut New General Federation of Labor and the worker’s committee in the Group, which generally
centralizes all of the agreements and collective agreements which were signed between the parties in a unified
agreement, subject to the agreed-upon changes. The agreement is in effect until December 31, 2024. For
additional details regarding the agreement, see section 10.7.3 above and Note 24(d) to the financial statements.

(C) Agreement for the acquisition of systems for automating the management of pension operations - In January
2015, Clal Pension and Provident Funds began operating the pension operations through the Nissan system, a
system for the management of members’ rights, and also launched a commission payment system module,
which were purchased from Sapiens. Sapiens also provides maintenance services for the system. The agreement
is renewed automatically once per year, subject the right of Clal Pension and Provident Funds not to extend it,
by giving advance notice. For additional details regarding the agreement with Sapiens, see section 10.9 above.

(D) Acquisition of Max IT Finance Ltd. - On August 12, 2022, the Company engaged with WP XII Financial Investment
B.V in an agreement to acquire the entire issued and paid-up capital of WPI. For additional details regarding the
agreement, see Note 42(j) to the financial statements.
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Presented below are details regarding significant agreements which are immaterial and to which the Company is

party, or which involve the Company

Agreement for the receipt of routine operating services of provident funds - In June 2016, Clal Pension and Provident
Funds engaged in an operating agreement with Bank Leumi Le-Israel Ltd. and Leumi Capital Market Services Ltd.
(hereinafter, jointly: “Bank Leumi”), according to which Bank Leumi will provide to Clal Pension and Provident Funds
operating services with respect to the provident funds which are managed by it. In accordance with the agreement,
with respect to the operation of the provident funds, a consideration will be paid to Bank Leumi according to an
annual rate out of the fund assets, and with respect to the operation of the study fund, a consideration will be paid
to Bank Leumi in a fixed monthly amount. The agreement period will be 5 years, and Clal Pension and Provident Funds
will be entitled to terminate the agreement by providing notice 6 months in advance, and Bank Leumi will be entitled
to terminate the agreement by providing notice 12 months in advance. Since January 2018, Bank Leumi has operated
all of the provident funds which are managed by Clal Pension and Provident Funds. In April 2021, Clal Pension and
Provident Funds engaged with Bank Leumi in an addendum to an agreement for the receipt of operating services,
which mostly included the extension of the period of the agreement for an additional 5 years, until July 2026. The
replacement of Bank Leumi, without an advance preparation period, could temporarily adversely affect the provision
of services in the funds which it manages, until an alternative provider has been found.

Presented below is a description of the collaboration agreements to which the Company is party or which pertain to
the Company

Collaboration and shareholders agreement with Atradius Insurance Group - Clal Insurance engaged with Atradius
Group, the owner of 20% of the shares of Clal Credit Insurance, in an agreement which regulates the business
collaboration with it as a strategic partner, and sets forth the relationship between the parties as shareholders in Clal
Insurance (hereinafter: the “Agreement”). The agreement establishes the right of Clal Credit Insurance to receive
from Atradius Group professional assistance and information regarding foreign debtors and credit risks (hereinafter:
“Right to Receive Information”) and formalizes the collaboration between the parties. Additionally, it was
determined in the agreement that Atradius Group is entitled to be a leading reinsurer of Clal Credit Insurance, subject
to the fulfillment of market conditions and the receipt of a minimum rating (hereinafter: the “Reinsurance Right”),
and is also entitled to appoint a director in Clal Credit Insurance, who will have veto rights with respect to certain
resolutions, as specified in the agreement. Additionally, in accordance with the agreement, Clal Insurance has right
of first refusal towards Atradius Group for the acquisition of its shares in Clal Credit Insurance, Atradius Group has
the right to join the sale of shares of Clal Credit Insurance by Clal Insurance, under identical conditions as those of Clal
Insurance, while Clal Insurance will be entitled to add Atradius Group to the sale of all of its shares in Clal Credit
Insurance to a third party, in accordance with the conditions which were determined in the agreement. The
agreement is in effect for 3 years, and is renewed automatically every 3 years, unless one of the parties to the
Agreement has notified the other party 6 months before the end of the relevant period, regarding its desire to
terminate the Agreement, or in case of termination of the agreement by one of the parties due to a fundamental
breach by the other party. On January 1, 2022, the agreement was renewed automatically, as stated above, for three
additional years, until December 31, 2024. In case of termination of the agreement by Atradius Group, option will
have the option to acquire from Atradius Group its shares in Clal Credit Insurance at a price which reflects market
value. In case of the termination of the agreement by Clal Insurance, Atradius Group will be obligated to acquire, and
Atradius Group will be obligated to sell, its shares in Clal Credit Insurance, at a price which reflects market value. In
case of a fundamental breach of the agreement by Clal Insurance, Atradius Group will have the option to sell to Clal
Insurance its shares in Clal Credit Insurance, at a price which reflects market value. In case of a fundamental breach
of the agreement by Atradius Group, Clal Insurance will have the option to acquire from Atradius Group its shares in
Clal Credit Insurance at a price which reflects market value.

It was further determined that if Clal Credit Insurance cancels the right of reinsurance, then without the act
constituting a fundamental breach of the agreement, Atradius Group will be entitled to choose one of the following
two options: (A) cancellation of the right to receive information, or (B) termination of the agreement, in which case,
Clal Insurance will acquire the shares of Atradius Group in Clal Credit Insurance at a price which reflects market value.
It was further determined that if Atradius Group cancels the right to receive information, then without the act
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constituting a fundamental breach of the agreement, Clal Insurance will be to choose from among the following two
options: (A) cancellation of the right of reinsurance, or (B) termination of the agreement, in which case, Clal Insurance
will acquire the shares of Atradius Group in Clal Credit Insurance at a price which reflects market value.

The Group’s vision, goals and business strategy

The Group’s vision - The Group strives to continue being a leading insurance and finance group in Israel, while

increasing its financial strength, and maximizing value for to its shareholders. The Group achieves this by improving
the core activities in Clal Insurance and Finance, and by developing additional and supplementary financial activities
in the holding company.

Business strategy - In late 2019 Clal Insurance adopted a three-year strategic plan for sustainable accelerated growth
and for increased operational efficiency, in order to respond to challenging market conditions, which include a
complex and frequently changing competitive environment, the development and introduction of new competitors
and distribution channels, frequent regulatory changes, a low interest rate environment for years, with significant
consequences for Clal Insurance, and increasing capital requirements. during 2023, Clal Insurance is expected to
validate the strategic plan and to define updated targets in accordance with the Company’s performance, and in
accordance with the changing reality in markets and in the insurance branch. In 2021, the Company held discussions
regarding business development in the Company as a holding company, in which an emphasis was placed on the
importance of developing the holding company, and maintaining it alongside the insurance company, and on
diversifying profit sources, including through the acquisition of significant operations. For details regarding the
Company’s engagement in the Max transaction, see section 2.5.1.8 above.

Main tasks in the implementation of the business strategy:

e Growth in new business revenue and profitability: Focusing on growth of new business, while emphasizing the
sale of risk products, through its various distribution channels, with an emphasis on the agents' channel and the
expansion of collaborations, including digital support for the distribution channels, and providing tools to realize
the sales potential to existing and new customers, and retaining those customers, inter alia, through the use of
advanced data tools.

e Growth in the financial segment: The Group considers the financial segment to be a major growth engine for the
coming years, and continues to offer a wide variety of products and savings tracks to meet the needs of its
customers, while evaluating possibilities for growth.

e Acquisition of operations which are synergistic with the Group’s operations, including in consideration
of regulatory restrictions, through the Company as a holding company, while evaluating, inter alia, operations in
the agencies segment and/or additional financial operations, inter alia, for the purpose of creating additional
sources of profit for insurance activity, with less dependence on the capital market.

e Limiting the increase of expenses to support the cost/income ratio: In the challenging competitive and regulatory
environment, which is affecting the decline in premiums and management fees, the Company set a goal of
increasing operational efficiency and limiting its current expenses, while changing the mix of expenses in a manner
which will allow it to increase revenue and growth.

e Leading investment management: Leading returns for the Group’s customers, in various investment channels,
through Canaf - the Group’s internal investment branch, which performs the Group’s investment management
activities, and which is one of the largest extra-banking institutional investors in Israel, while maintaining
appropriate risk levels, based on a long term approach.

e Innovation and digitization: Leading the sector in processes of digital transformation innovation, for customers,
agents, employers and operators. The development of advanced digital tools in the service and sales segment, the
development of advanced data infrastructure which will allow the Group to maximize its sale opportunities, and
to increase operational efficiency.

e Improving service: Continued activity on improving service and improving the satisfaction of its customers,
insurance agents and other interested parties.
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e Maintaining and improving the financial soundness and solvency ratio of Clal Insurance: Maintaining the Group’s
overall financial management and risk management, inter alia, by developing quantitative benchmarks, and
incorporating them into the management of its business affairs, and particularly, in order to support the
maintenance of an adequate economic solvency ratio, in consideration of the challenges which are due to the
portfolio’s past exposures, market volatility, the interest rate environment, and regulatory effects.

e Maintaining and improving the Company’s position vis-a-vis all interested parties, inter alia, by strengthening the
brand and its value in the eyes of the public, boosting organizational connectedness, and increasing the sense of
pride among the Group’s employees.

For details regarding the Max acquisition transaction, which was closed on March 27, 2023, see Note 42(j) to the
financial statements.

The information presented on all matters associated with the strategic plan, as specified below, constitutes
forward looking information which is based on the Group’s estimates, intentions and strategy, as specified below,
which reflect its policy and intentions as of the publication date of this report, and which are based on current
estimates regarding the Group’s operating segments and the Group’s position as of the publication date of the
report, and may change, entirely or partially, from time to time. There is no certainty regarding the realization of
the Group’s intentions or of this strategy. The goals described above may not be realized in the future, or the Group
may decide not to implement the aforementioned strategy, in whole or in part, due, inter alia, to the following
reasons: changes in economic profitability, changes in the business environment, changes in competitive market
conditions and changes in the markets themselves, regulatory changes, changes in the capital market in Israel and
around the world, and due to the other risk factors which apply to the Group’s activities, as specified in section
10.16 above and in Note 38 to the financial statements.
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Part V - Corporate Governance

Corporate governance

The following sections are provided in this part of the Company’s periodic report for 2022 in accordance with the
Commissioner’s directives regarding the description of the corporation’s business for insurance companies; however,
some of the information which is included herein is provided in accordance with the Securities Regulations, insofar
as it is relevant.

Outside directors

On September 29, 2022, Mr. Sami Moualem, an outside director in the Company, announced his resignation, after
the Company’s Board of Directors resolved, on September 22, 2022, not to propose Mr. Moalem’s candidacy for an
additional term as an outside director on the Company’s Board of Directors. On October 6, 2022, Mr. Moalem sent to
the Company a letter, through his representative, in which he specified the circumstances which led to his resignation.
Mr. Moalem alleged that the reason for the non-renewal of his tenure by the Board of Directors was his objection to
the Max transaction. He also alleged various defects in the corporate governance of the Company. The Company
responded to Mr. Moalem that it unequivocally rejects his assertions, and that the Company maintains high standards
of corporate governance.

For details regarding the two additional outside directors who serve in the Company, see Part D of the Report -
Additional Details Regarding the Corporation, section 17.

For details regarding the method for appointment of directors in the Company, see Note 1(c) to the financial
statements.

Directors with accounting and financial expertise

For a list of directors with accounting and financial expertise, and for details regarding their education, experience,
qualifications and knowledge, based on which the Company’s Board of Directors considers the aforementioned
directors as possessing accounting and financial expertise, see Part D of the report - Additional Details Regarding the
Corporation, section 17.

Corporate governance

Company without a control core

In light of the recent increase the number of listed companies in Israel with a decentralized ownership structure, In
June 2022, the Companies Bill (Amendment No. 36) (Corporate Governance in Public Companies Without a
Controlling Shareholder), 2022 (the “Bill”), further to the Companies Law Memorandum (Amendment No. __ )
(Corporate Governance in Public Companies Without a Controlling Shareholder), and the Draft Companies
Regulations (Matters Not Constituting Ties) (Amendment No. __), 2021 (the “Draft Regulations”) which was
published in March 2021. The bill includes a proposal to adjust and update the rules of corporate governance which
apply to companies without a controlling shareholder. For details, see section 10.2.2 above.

It is also noted that the Insurance Law prescribes unique provisions regarding an insurer without a control core, inter
alia, in connection with the method of appointment of directors and reports regarding the holding of means of control
of an insurer with no controlling shareholder. Due to the fact that some of the aforementioned provisions apply to
an insurer with no controlling shareholder, while the Company controls Clal Insurance, some of the aforementioned
issues were regulated in the Commissioner’s letters to the Company, as stated below. For additional details, see Note
1 to the financial statements.
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The Commissioner’s directives

On December 8, 2019, the Company received a letter from the Commissioner (the “Commissioner’s Letter”), in which
the Commissioner announced, inter alia, that in light of the changes which occurred in IDB Development’s stake in
the Company, the Commissioner evaluated the issue of the control of the Company. In accordance with the
Commissioner’s letter, as part of the aforementioned evaluation, the positions of the Ministry of Justice, the Israel
Securities Authority and the Competition Authority were received as well. The findings of the aforementioned
evaluation, which, according to the Commissioner’s position, are based on the Company’s representations, indicated
that, as of the date of the letter, there is no entity which holds, directly or indirectly, the Company’s means of control,
in a manner which would create an obligation to obtain a permit for the control of the Company in accordance with
section 32(b) of the Insurance Law, and therefore, the Company is required to receive a permit for the control of Clal
Insurance from the Commissioner. Further to the above, the Company received several letters from the
Commissioner, and discussions were held between the Company and the Commissioner, involving the determination
of an outline for exercising the means of control of Clal Insurance, which specify, inter alia, the Commissioner’s
reference to arrangements which will apply when exercising the Company’s means of control in Clal Insurance,
including as regards the appointment of directors in Clal Insurance. The outline for exercising control, including the
letters which were received, replaces the need for a control permit.

For additional details regarding the Commissioner’s letters with respect to exercising the means of control in Clal
Insurance, and provisions regarding the appointment of directors in Clal Insurance, see Note 1 to the financial
statements.

Policies which are relevant to the change in the status of control

As stated above, in December 2019, the Company became a company without a control core. In parallel, additional
shareholders acquired and/or increased their holdings in the Company, in a manner whereby some of them received
holding permits, and became interested parties in the Company. In light of change in the status of control and in the
holding structure, the Company adopted policies pertaining to contact with shareholders, and a policy regarding the
method for approving transactions with related parties.

(A) Related parties policy - transaction with an shareholder or with a party in which an interested party has a
personal interest

As of the present date, the law does not include provisions regarding the method for approving transactions with
entities which may have a personal interest in the Company who are not officers or controlling shareholders, due to
the fact that institutional entities have different characteristics, which not every public company has, and whose
existence justifies different treatment, inter alia, in light of the fact that the institutional entities in the Group manage
members’ funds, the Company considered it appropriate, due to the status of a group without a control core, to adopt
a policy which defines its internal conduct, in order to avoid potential conflicts of interest which may arise between
different entities, in their roles as shareholders on the one hand, and as business partners / customers on the other.
In March 2020, the Audit Committee and Board of Directors approved for the first time a related parties policy which
defines related parties and formalizes the method of engaging with them, on any matter associated with transactions
involving investment, purchasing and insurance. The policy was also approved in March 2020 by the Audit Committee,
Investment Committee and Board of Directors of Clal Insurance. Limits on exposure to related parties were also
established. In March 2022, the policies were ratified and updated by the audit committees of the Company and of
Clal Insurance.
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For the purpose of this policy, related parties were defined as follows: Any of the following entities, to the best of the
Company’s knowledge: Anyone who holds over 2.5%% of any kind of the Company’s means of control, and any relative
of theirs; Anyone who has proposed a candidate for service as a director in the Company or in the Group’s institutional
entities in the last meeting, and any relative thereof, so long as the candidate holds office; Any director in the
Company or in the Group’s institutional entities, any candidate for office as such a director, and any relative of theirs®,
and any corporation whose director or candidate for director therein, as stated above, serves as the CEO or Chairman
of the Board; Any corporation which controls and/or is controlled by any of the above; Anyone whom the Related
Parties Committee (the relevant Investment Committee and/or the Audit Committee, as applicable) has designated
as such, excluding institutional entities, banks and investment houses, provided that they have proposed a director,
or that the related parties committee has not decided otherwise in their case. Any corporation in which a person who
served as an officer in the Group during the preceding 12 months, serves as an officer.

The policy includes quantitative restrictions on engagements with related parties, including with any controller of
theirs, or any entity controlled by them, and also specifies the method of engaging with them, in a manner whereby
non-insignificant transactions will be presented for approval to the relevant Investment Committee and/or to the
Audit Committee, as applicable, and insignificant transactions will be presented for approval to the relevant
Investment Committee with respect to investment transactions, and regarding other transactions — the evaluation
will be performed the officer who is responsible for the relevant department in the Group.

The policy also established a requirement to report to the related parties committee regarding any negotiations with
arelated party, at a preliminary stage of the negotiations, and receipt of instructions and guidelines from the relevant
committee, regarding the manner of action during the period of the negotiations, and quarterly reporting to the
Investment Committee regarding non-marketable transactions with related parties, for which a decision has been
made not to approve them.

In accordance with the decision of the Audit Committee and Board of Directors, the policy will be presented for review
and update as required.

(B) Policy regarding meetings between officers and shareholders

On November 3, 2020, the Company’s Board of Directors adopted for the first time a policy regarding meeting of
officers with shareholders (hereinafter: the “Policy”). The resolution to adopt the policy was passed, inter alia,
following the conclusions and recommendations of the examiner’s report regarding the issue of the ties between
directors and shareholders, while reviewing various approaches in the literature, and the development of trends
around the world with reference to this issue.

Based on a review of the trends taking place around the world, regarding meetings between officers and
shareholders, as well as the legal situation in Israel, the Company decided to allow Company officers to meet with
shareholders, in accordance with the principles which were specified for this purpose in the adopted policy.

The policy includes the establishment of principles formalizing the current practice regarding multi-participant
meetings with shareholders, as part of investor relations activities, while establishing guidelines regarding the way in

87 1t is hereby clarified that, as of the publication date of the report, the obligation to report to the Company regarding the stakes
of shareholders in the Company applies only to interested parties, as defined in the Securities Law, 1968, only.

8 In case of reference to a candidate director, the foregoing will apply from the date of the offer to the general shareholders’
meeting, until the end of tenure, or until the date when the candidacy expires; Anyone who has proposed a director, and whose
holdings in the Company fall below 1%, and where the director they proposed was re-appointed in the meeting in accordance
with the board of directors’ proposal, will no longer be considered a related party for the purpose of this policy.

1-211



Clal Insurance Enterprises Holdings Ltd. Part A - Description of the Corporation’s Business

which such meetings should be held (including via digital means); submission of advance notice; subjects permitted
for discussion in the meetings; documentation and reporting of the main matters and discussed, etc.

The policy also includes rules of action regarding specific meetings of officers with shareholders (on mattes pertaining
to their role as shareholders), including the determination of a guiding principle, according to which meetings of this
kind will not be held, in general, in a one-on-one format, except for extraordinary circumstances and before the
appointment of directors in the meeting. The policy also specifies the identity of officers who are permitted to meet
with shareholders, and possible meeting compositions (addition of several officers); Specification of the entity that
may initiate a meeting (including clarification stating that the initiative for the meeting may also come from the
shareholder); “Blackout periods” during which, as a rule, meetings will not be held with shareholders (prior to the
publication of financial statements); The frequency of meetings; The location of such meetings; The obligation to
notify the Company’s organs in advance, and retroactive documentation of the meeting’s contents; Restrictions on
subjects which are permitted for discussion in meetings, specific directives regarding the holding of meetings and
dedicated arrangements as part of an appointment committee which is responsible for recommending directors in
the Company, and more. It is noted that the main terms of the policy regarding meetings also apply, subject to the
relevant changes, to written correspondence between officers and shareholders.

(C) The examiner’s report and subsequent events and developments

Following the meetings which were held between the Company’s former Chairman of the Board and the Company’s
CEO on May 3 and 4, 2020, regarding the conclusion of the CEQ’s tenure, and the exchange of letters between each
of them and the Company’s Board of Directors (hereinafter: the “Events Involving Discussion of the CEO’s Tenure”),
which were announced and published in the media, at the request of the Israel Securities Authority, on May 10, 2020,
in an immediate report of the Company (reference number 2020-01-045729), on May 11, 2020, the Audit Committee
of Clal Insurance appointed, in coordination with the Commissioner, the Supreme Court Justice (Emeritus) Prof. Yoram
Danziger as an examiner on its behalf (the “Examiner”), to examine the entire set of circumstances pertaining to the
events involving the discussion of the CEQ’s tenure, including all related aspects, including examining corporate
governance aspects pertaining to the process, contact with the shareholders, the assertions which were raised in the
correspondence between the Company’s former Chairman of the Board and the Company’s CEO, and reference to
the manner of proposing an alternative CEO. The examiner’s report was submitted to the Audit Committee and was
also submitted to the Board of Directors of Clal Insurance and to the Company’s Board of Directors.

Additionally, on July 21, 2020, the Company received the Commissioner’s reference to the events and facts which
were specified in the examiner’s report, in which the Commissioner welcomed and supported the examiner’s report
and its findings, and requested to delve deeper into certain issues, and as part of the above, the Commissioner
believes that, in circumstances involving an insurer without a control core (including a holding company which is an
insurer’s controlling shareholder, and where the majority of its assets constitute holding of an insurer), then beyond
the boundaries which may apply to any other public company without a control core, it would be appropriate impose
more stringent restrictions on the nature of the relationship with the shareholders, and to prevent the existence of
external pressure on the institutional entity’s investment infrastructure. Regarding the replacement of Clal
Insurance’s CEO, the Commissioner stated that the process of concluding the tenure of an insurer’s CEO should be
done with the knowledge and consent of the insurer’s Board of Directors, following a comprehensive process which
should include reference to the entire set of relevant considerations, through a decision made with awareness, and
free of any foreign considerations, and that the decision to appoint a new CEO for an insurer must be made within
the framework of a process which includes the appointment of a Search Committee. According to the Commissioner’s
position, a situation of an insurer with no controlling shareholder requires the existence of a mechanism to ensure
that directors and executive officers of the insurer are chosen in a manner which allows the appointment of the most
suitable candidates, while protecting the interests of the Company as a whole, which requires an orderly and
transparent process of selecting the appropriate candidate, as well as processes regarding the dismissal and
discontinuation of tenure of executives holding office, and certainly the CEO.
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The Company and Clal Insurance have been working since the reporting date on the implementation of the examiner’s
recommendations, by establishing appropriate rules and policies. On this matter, see, inter alia, the policies specified
in this section above. For additional details regarding the Commissioner’s letters, see Note 1 to the financial
statements. For additional details regarding the events in connection with the examiner’s report, see the immediate
reports which were published by the Company on June 14, 2020 (reference number: 2020-01-061770), June 28, 2020
(reference number: 2020-01-058843) and July 13, 2020 (reference number: 2020-01-067378).

Appointment of directors in the Company

As stated above, in accordance with the provisions of the law and in accordance with the Commissioner’s directives,
no instructions of the Commissioner were established regarding the appointment of directors in the Company;
however, in the Commissioner’s letters to the Company it was clarified that anyone who was proposed the
appointment of one third of the directors holding office in the Company, and whose proposal has been accepted, will
be considered as its controlling shareholder, and accordingly, may be required to obtain a control permit from the
Commissioner.

In consideration of the Company’s status as a company without a control core, in September 2020 the Board of
Directors appointed a special board committee, whose members included the two outside directors and the Acting
Chair of the Board at that time, who also served as the committee chair. The committee served, inter alia, as a
committee passing recommendations to the Board of Directors in connection with the formulation of a list of
recommended criteria for the appointment of directors in the Company, and recommended suitable candidates for
tenure on the Company’s Board of Directors (the “Company’s Search Committee”). The committee also received
assistance from external consultants, including an external consultant on behalf of a human resources company, an
observer and external legal advisers. The Company’s Search Committee published a call for candidates to propose
their candidacy for tenure on the Company’s Board of Directors, in advance of the Company’s annual general meeting,
and initiated meetings with certain shareholders which hold at least 1% of the voting rights (according to information
which was in its possession), and which are not institutional entities, and held meetings with several such
shareholders who had requesting them, in order to hear their positions regarding the process of appointing directors
in the Company, and regarding the proposal of candidates they consider suitable for tenure on the Company’s Board
of Directors.

In advance of the annual meeting for 2021, the Company’s Board of Directors recommended the re-appointment of
all of the “ordinary” directors who serve on the Company’s Board of Directors, inter alia, in light of the importance of
the Board of Directors’ stability, providing the possibility for directors to gain knowledge and experience over a longer
period of tenure, particularly in consideration of the complexity involved in the Group’s field of activity, in light of the
fact that some of the currently serving directors were appointed in October 2021 also as directors in Clal Insurance,
and in the interest of creating synergy and stability, and allowing the Company to exercise its control of Clal Insurance,
and in light of the fact that the currently serving directors were appointed with the recommendation of a search
committee which was convened towards the previous annual meeting, which was held in January 2021.

On April 14, 2022, a special meeting of the Company was scheduled for May 23, 2022, at the request of Alrov, which
holds 15% of the Company’s shares, to select and appoint two additional directors which it had recommended.

In accordance with the Israel Securities Authority’s request on May 22, 2022, the meeting was postponed to May 31,
2022, in order to complete an evaluation regarding the impact of the appointment of the two directors whose
appointment is on the meeting’s agenda, on the control of the Company. The Company was requested to submit to
the Israel Securities Authority its written position on the subject, and was later requested by the Israel Securities
Authority to publish its position, as stated in this convention report, and to contact Alrov and allow it to include in its
report also its position on the matter. Accordingly, on May 29, 2022, the Company published, as part of the meeting
convention report, its position which was sent to the Israel Securities Authority on May 26, 2022, including the
annexes thereto, and Alrov’s position, which was submitted to it on May 29, 2022, including the annexes thereto. At
the request of the Israel Securities Authority, the meeting was scheduled for May 31, 2022. The appointment of one
of the directors who were recommended by Alrov was approved in that meeting.

On September 19, 2022, the Company published preliminary notice regarding its intention to convene a
shareholders’ meeting in December 2022. Following the announcement, two shareholders contacted the Company
and proposed candidates for tenure as directors in Clal Insurance, who will be proposed in the shareholders’ meeting.
The meeting was convened on January 4, 2023, and appointed 6 of the 7 candidate directors (5 directors who already
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held office, and an additional director who was proposed by a shareholder). Before the convention of the meeting,
Alrov, a shareholder in the Company, published a position statement regarding the resolutions on the meeting’s
agenda, and the Company’s Board of Directors published, in response, a position statement on its behalf. According
to the position of the Company’s Board of Directors, over the last two years the Company has been subjected to a
vociferous and unprecedented attack by Alrov and its controlling shareholder, Mr. Alfred Akirov (“Akirov”), including
through a malicious media campaign, threat letters, and lawsuits. In response, the Company’s Board of Directors
stated that it considers unfortunate way in which the matter has been handled and how it has been dragged into
Akirov’s threatening and defamatory campaign against the Company and its officers.

The Company’s Board of Directors has not expressed its position regarding the merits of candidates who may be
appropriate; However, it requested to express the main problem in Akirov’'s conduct, sometimes through Alrov, as
reflected in the issue of the appointment of directors, which was on the agenda of the shareholders’ meeting.

On September 10, 2022, Mr. Roni Maliniak, who served as a director in the Company, passed away before his time.

On September 29, 2022, Mr. Sami Moualem, an outside director in the Company, announced his resignation, after
the Company’s Board of Directors resolved, on September 22, 2022, not to propose Mr. Moalem’s candidacy for an
additional term as an outside director on the Company’s Board of Directors. On October 6, 2022, Mr. Moalem sent to
the Company a letter, through his representative, in which he specified the circumstances which led to his resignation.
For additional details, see section 11.1 above.

Appointment of directors in Clal Insurance

The Commissioner’s position, as reflected, inter alia, in his letters, is that, in light of the Group’s corporate structure,
according to which Clal Insurance is a private company under the control of the Company, which is a public company
without an ultimate controlling shareholder, and with the aim of realizing the intent of the Insurance Law regarding
insurers without a controlling shareholder, through the appointment of directors in Clal Insurance, will be done
similarly to the mechanisms currently prescribed in the Control Law, regarding the appointment of directors in
insurers with no controlling shareholder, subject to adjustments, and without prejudice to the legal right of other
shareholders to propose candidates, insofar as this right is available to them. Within this framework, an external
committee will be formed which includes two outside directors in Clal Insurance, in accordance with the provisions
of the Insurance Law regarding a insurer without a control core, and the Commissioner established an outline to
guarantee the fulfillment of the relevant purposes, as stated above.

Accordingly, in September 2021, general meetings of Clal Insurance were convened, in which it was resolved to
appoint directors in Clal Insurance, in consideration of the committee’s recommendations regarding candidates for
tenure on the Board of Directors of Clal Insurance, and in consideration of additional candidates who were proposed
by the Company’s Board of Directors, in accordance with the outline of discussions which the Company held with the
Commissioner.

It is noted that on December 25, 2022, clarification was received from the Commissioner in connection with the
outline for exercising the means of control of Clal Insurance. In the letter, it was clarified that any shareholder that
holds over 2.5% of the Company’s means of control (“Holder”), or two or three shareholders, each of whom holds
over 1% and no more than 2.5%, and who together hold 2.5% to 5% (“Group of Holders”), will be limited to the
proposal of one candidate for the Board of Directors of Clal Insurance. In other words, so long as a director who has
been proposed by a holder, or by a group of holders, serves on the Board of Directors of Clal Insurance and on the
Company’s Board of Directors, no additional director will be proposed to the Board of Directors of Clal Insurance, who
was appointed as a director in the Company, in accordance with the proposal of that same holder or group of holders.

On September 10, 2022, Mr. Roni Maliniak, who served as a director in Clal Insurance, passed away before his time.
On September 29, 2022, Mr. Sami Moualem, who had also served as a director in Clal Insurance, resigned.
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According to the Commissioner’s position, as stated above, in February 2023, general meetings of Clal Insurance were
convened, in which it was resolved to appoint directors in Clal Insurance, in consideration of the candidates who are
serving on the Board of Directors of Clal Insurance, who were appointed in accordance with the committee’s
recommendations, and in consideration of additional candidates who were proposed by the Company’s Board of
Directors, in accordance with the outline of discussions which the Company held with the Commissioner.

In the Commissioner’s letter dated March 27, 2023, it was stated, inter alia, that in accordance with the
Commissioner’s authority to approve officers in Clal Insurance who also serve in parallel as officers in Max or in WPI,
the Commissioner will take into account, inter alia, the number of officers in institutional entities in Clal Group, who
serve simultaneously as officers in Max or in WPI, and their positions. It is clarified that the tenure, as stated above,
of up to two officers in Max or in WPI, provided that none of them serves as the Chairman of the Board, will not
constitute a significant consideration of the Commissioner when evaluating the appointment of a candidate for tenure
as an officer in Clal Insurance, as stated above, subject to an evaluation of each request on its own merits.

For additional details, see Note 1(c) to the financial statements.
Reporting policies

Policy regarding the evaluation of significance

With respect to the evaluation of significance, the Company adopted a policy which was first approved by the
Company’s Board of Directors on August 20, 2008 (and recently approved in February 2023), in which the Company
established for itself guidelines and rules regarding the evaluation of whether a certain event or affair of the Company
and/or its investee company (the “Event”) is significant to the Company, with respect to the obligation to file an
immediate report regarding it by virtue of Regulation 36 of the Securities Regulations, and for the purpose of the
classification of the transactions specified in section 270(1), (4) and (4a) of the Companies Law. The main principles
of the policy are as follows:

In principle, each case will be evaluated on its own merits, and a quantitative and quantitative evaluation will be
conducted regarding the relevant event, based on the entire set of information, data, relevant facts and assessments,
in light of the entire set of circumstances which are relevant to the Company. Without derogating from the generality
of the foregoing, the quantitative and qualitative evaluations will be conducted in the manner described below.

(A) Quantitative evaluation

11.3.1.5.A1. Regarding any event which fulfills the significance test, all of the relevant indicators will be taken
into account, as applicable, among the following indicators, with reference to and based on the
last published consolidated financial statements (audited or reviewed) of the Company, and the
data included therein: (A) Assets ratio - the total scope of assets involved in the event (assets
acquired or sold) divided by total assets®%; (B) Profit ratio - comprehensive income or
comprehensive loss, actual or forecasted, which are attributed to the event, divided by the average
annual comprehensive income or comprehensive loss (i.e., over four quarters) in the last three
years, calculated based on the last 12 quarters for which audited or reviewed financial statements
have been published; It is hereby clarified that the income/loss which is attributed to the event,
and the income/loss in each quarter, are calculated according to their absolute values. (C) Equity
ratio - the increase or decrease in equity, divided by equity before the event; (D) Liabilities ratio -
the financial liability associated which the event, divided by the Company’s total assets in the
consolidated balance sheet before the event.

8 Inatransaction performed with the assets of the nostro and/or profit sharing portfolio, the assets ratio will be evaluated relative
to the total assets in the Company’s consolidated balance sheet. In a transaction performed with the assets of provident funds
and/or pension funds, the assets ratio will be evaluated relative to total members' asset in the provident funds and pension funds
which are managed by the Group.
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11.3.15.A2.

In light of the Group’s fields of activity and scope of assets, it was clarified, regarding the purchase
and sale of marketable and non-marketable assets, that realization events, including the
conversion of non-marketable assets into marketable assets, or revaluation with respect thereto,
which are performed in the Company’s ordinary course of business as part of the financial
investment of the assets of the Company or of members, even if the profit or loss which was
recorded with respect thereto in the financial statements is material, will not be considered as
material events for the purpose of this policy, and will be evaluated as part of the approval of the
financial statements.

insofar as, for the purpose of implementing the foregoing tests, there is non-uniformity with
respect to the basis of the financial statements in the relevant measurement periods (e.g., where
with respect to only a part of the measurement periods, the financial statements are pro forma
reports), then the Company’s Financial Division Manager will have the discretion to determine the
relevant measurement periods and/or to make other adjustments to the Company’s financial
measurement data, in a manner which results in the optimal implementation of those tests.

Without derogating from the need to estimate, with respect to each event whose significance is
evaluated, which of the indicators specified in section 1.A.11.3.1.5. above are relevant, the
following indicators will be considered relevant to the transactions specified below:

e Acquisition of an asset - assets ratio

. Sale of an asset - profit ratio, assets ratio

e Acceptance of a loan - assets ratio

° Service provision transaction, including insurance transaction - income ratio, profit ratio
(according to the profit expected from the transaction).

. In the absence of special qualitative considerations which arise in light of the entire set of
relevant circumstances, an event will be considered significant if one of the relevant
indicators which are calculated for it, as specified in section A.1 above, exceeds 10%.

. In the absence of special qualitative considerations which arise in light of the entire set of
relevant circumstances, an event will be considered insignificant if all of the relevant
indicators which are calculated for it, as specified in section A.1 above, are lower than 5%.

. Events which are not classified under one of the above categories may be considered
significant, and an evaluation of qualitative considerations should be performed regarding
them, taking into account the entire set of information, and all of the relevant circumstances.

(1) An evaluation of the significance of an event which is expected to take place in the future
should include taking into account the likelihood of the event’s materialization, and the
importance and expected impact of the event, if it materializes (the “reasonableness-
intensity test” / “expectancy test”).

(2) In case of an event which involves an associate of the Company, an evaluation should be
performed regarding the event’s impact on the Company’s relative share in the event,
i.e., relative to the Company’s holding rate in the associate company, including
application of the aforementioned significance tests (as opposed to a subsidiary of the
Company, where the evaluation will be conducted regarding the impact on the entire
Company).

(3) In case of an event which does not constitute an investment in the securities of any
corporation, such as engagement in service receipt agreements, etc., an evaluation
should be performed regarding the consequences of the relevant event on the Company,
also with respect to additional relevant accounting items, which pertain to the
characteristics of the event in question.

(B) Qualitative test

The significance of the event will be evaluated, as stated above, also in terms of qualitative considerations. The
qualitative evaluation may lead to the refutation of presumptions arising from the quantitative test, with respect to
the significance or insignificance of the event. The qualitative evaluation regarding the significance of the event may
include taking into account its consequences and implications on the Company, in light of one or more of the following

considerations:
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e It involves significant chances, risks or exposures. The evaluation of this aspect will include taking into account if,
and to what extent, the risks associated with the event reflect risk factors to which the Company is exposed, and
which were included in its previous reports. Additionally, an evaluation will be performed regarding whether or
not the event involves the materialization of a risk factor which was reported to the investor public before the
event took place;

e |If the event involves entry into a new and significant operating segment, or departure from a current and
significant operating segment;

e |fthe disclosure of the event may result, with a reasonable degree of certainty, and based on past experience, and
with respect to evaluation and reference models conventionally applied by investors and analysts, in a significant
change in the price of the Company’s securities;

e |f the event may have a special impact on the Company’s financial statements (such as on the reclassification of
certain components, on the segmental note, etc.), or on another business component of the Company, which has
an important role in all matters pertaining to the analysis of its business operations and profitability;

e The event has the potential to affect the Company’s compliance with significant regulatory requirements,
significant financial covenants, which may impose significant difficulties on the Company, or on other significant
contractual requirements;

e The event may significantly affect analysts and/or investors in their analysis of the Company’s activities and
results.

e The event is perceived as a significant event by Company management, and is used as the basis for reaching
managerial decisions. Events which do not receive special managerial attention, and a fortiori those which are not
brought to the attention of Company management, will generally be considered immaterial events from a
qualitative perspective.

(C) Legal claims (including class actions)

Without derogating from the generality of the foregoing, in an event which involves the filing of a claim, including a
class action, against the Company or its investee company, the materiality of the event will be evaluated as follows:
(1) Quantitative evaluation - will be conducted based on the Company’s estimate regarding the amount of the claim,
multiplied by the Company’s holding rate in the sued company, in the case of an associate company, as opposed to a
subsidiary. If an estimate of the claims’ chances is available during the stage involving the evaluation of significance,
these chances will be taken into account, and the prediction regarding the claim assessment will be taken into
account. The relevant quantitative indicator for the evaluation of the significance of claims will be the profit ratio. In
other words, the weighted claim amount which will be obtained from the performance of the aforementioned
calculations will be divided by the average annual comprehensive income or comprehensive loss during the last three
years, calculated based on the last 12 quarters for which audited or reviewed financial statements were published.
The ratio which will be obtained from the performance of the aforementioned calculation, in light of the ordinary
quantitative evaluation policies specified in section A above. (2) Qualitative evaluation - including the evaluation
regarding whether or not the filing of the claim or threat of its filing® significantly affect the entire set of information

% 1t is hereby clarified that a threat to file a class action, or a preliminary motion for disclosure of documents / derivative claim,
does not require the submission of an immediate report, since it constitutes a preliminary event (sometimes with respect to
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which serves as the basis for reaching investment decisions, by the investor public, with respect to the Company’s
securities. As part of the foregoing, one or more of the relevant considerations will be taken into account, including:
the identity of the plaintiff; The group of plaintiffs; The group of defendants; The fact that the claim was filed against
other companies; The expected effects in case the claim is approved as a class action, and in case it is accepted by the
judicial instance; The expected duration of handling the process, and its cumulative effects on a broad class of
plaintiffs; The existence of similar claims against the Company, which pertain to a similar matter, and the extent of
the impact of the additional claim on the entire set of information which is available to the investors; Reference to
the class action in the Company’s financial statements.®!

Notwithstanding the foregoing, with respect to an event which involves an insurance claim, it will be considered
significant, in quantitative termes, if it cumulatively fulfills the following two conditions:

e The amount claimed, less reinsurance (retention), interest and expenses, exceeds 1% of equity.

e The amount claimed (gross) exceeds 5% of Company’s equity.

Additionally, an event involving an insurance claim will be considered significant in quantitative terms if the gross
amount claimed exceeds 20% of the Company’s equity.

(D)  With respect to administrative or criminal proceedings

In case of an event which involves a criminal investigation being conducted against the Company, on a material issue,
by the proceeding, the Israel Securities Authority, or another regulatory authority, and events which involve criminal
or administrative proceedings against the Company regarding a significant matter, excess weight will be given to the
qualitative evaluation of the significance of the event, and particularly, an on the subject will be placed on the way in
which the event may affect investors and/or analysts in their analysis of the Company’s activities and results, and the
reference of investors to the manner in which the Company conducts its business affairs.

Internal auditor

Details of the Internal Auditor

e Name: Eran Shachaf.
e Tenure commencement date: April 1, 2014.

e The Internal Auditor fulfills the conditions prescribed in section 3(a) of the Internal Audit Law, 1992 (hereinafter:
the “Internal Audit Law”).

e The Internal Auditor complies with the provisions of section 146(b) of the Companies Law, and with the provisions
of section 8 of the Internal Audit Law.

e The Internal Auditor has no business relations with the Company or with any entity which is related thereto.

e The Internal Auditor is an employee of Clal Insurance and serves as an Internal Auditor in the Company, in Clal
Insurance and in additional member companies in the Group.

Appointment method

The Internal Auditor was appointed in November 2013 by the Company’s Board of Directors and Clal Insurance,
further to the recommendation of the Audit Committee of the Company and Clal Insurance, and his tenure began in
April 2014. The appointment of the Internal Auditor was done in light of his education, and the obligations and
responsibilities of the Internal Auditor in accordance with the law in the Company and in Clal Insurance, in
consideration of, inter alia, the Company’s size, type, scope of activities and complexity. The authorities of the Internal
Auditor are set forth in a positions and authorities document, which was last approved on December 25, 2022 and on

proceedings which are essentially preliminary) which is not material (quantitatively or qualitatively), and which will not
necessarily lead with the filing of a claim, unless the Company believes that there is a special qualitative reason to report the
receipt of the warning.

% As much as possible, the financial statements included limited disclosure regarding claims which have been estimated as
immaterial, and where the risk assessment regarding them has changed, such that they became material, the disclosure given
regarding them in the reports will be expanded.
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December 29, 2022 by the Audit Committee and Board of Directors of the Company and of Clal Insurance,
respectively.

Identity of the Internal Auditor’s supervisor

In accordance with the provisions of section 148 of the Companies Law, the individual in the organization who
supervises the Internal Auditor is the Chairman of the Company’s Board of Directors.

Work plan

e The internal audit operates in accordance with a multi-annual work plan (for a period of 4 years), and in
accordance with an annual work plan which is derived therefrom.

e The determination of audit subjects significantly depends on the risk level inherent in each audited operating
segment, and on the probability of the materialization of the risk. The determination of the audit subjects and
the frequency of audits therein is based, inter alia, on a risk survey which was performed by the internal audit
unit in 2020 which was used to determine the multi-year work plan for the years 2021-2024, in which an emphasis
was placed, inter alia, on the financial scope of the activity regarding which an audit is proposed, and on the
exposure to operational, regulatory and other risks which are inherent in each operation.

e When determining the Internal Auditor’s work plan, the Internal Auditor consults with the Chairman of the Board,
the Audit Committee Chairman, the Company’s CEO and members of management.

e The Internal Auditor submits the work plan to the Company’s Audit Committee for approval, in accordance with
the provisions of section 149 of the Companies Law.

e The work plan allows judgment for the internal auditor to deviate from the plan, in cases such as regulatory
changes, specific requirements of the Commissioner, changes in work processes or changes in the organizational
structures which are relevant to the activities on which an audit was planned in accordance with the work plan,
as approved by the Audit Committee. In case of an insignificant deviation from the work plan, the Internal Auditor
is not subject to additional approvals, but submits updates to the Audit Committee regarding those changes.

e The Internal Auditor was invited to all meetings and attended most meetings of the Board of Directors and the
Audit Committee, including meetings which included discussions regarding material transactions.

Audit of investee companies

The internal audit unit’s work plan for 2022 also addressed the activities of subsidiaries, and particularly, material
investees of the Company in Israel: Clal Insurance, Clal Credit Insurance, Clal Pension and Provident Funds and the
Group’s agencies. These investee corporations did not have an additional internal auditor during the reporting year.

It is noted that Atudot Havatika has a separate internal auditor, whose activity is not associated with the Group’s
internal audit division.

Scope of employment

The Internal Auditor is employed by the Company in a full time position. The Internal Auditor was responsible, during
the reporting year, for internal auditing in the Company’s abovereferenced investee companies, excluding Atudot
Havatika, as stated above. The scope of the audit in the investee companies is derived from the unique characteristics
of the activity of each investee company, and from the scope of its activities relative to the scope of the Group’s
activities.
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Presented below is the scope of internal audit work hours which were performed regarding the activity of the
Company and of its investee companies during the reporting period:

Additional internal

Company name Hours worked auditor Outsourcing Total
Clal Insurance®? 26,550 450 27,000
Clal Credit 1,000 1,000
Insurance
Clal Pension and 9,000
Provident Funds 8,850 150
Atudot Havatika 1,140 1,140
Agencies Iunder the 1,000 1,000
Company’s control
Total: 37,400 1,140 600 39,140

The total scope of audit work hours in the Group in 2022 (including 1,140 audit hours of Atudot Havatika) amounted
to a total of approximately 39,140 hours, similarly to the Group’s total scope of hours in 2021. Atudot Havatika has
an additional, separate Internal Auditor, whose activity is not associated with the Group’s internal audit division.

Performance of audits

e The audit is performed in accordance with professional internal auditing guidelines, and in accordance with the
guidelines set forth in the regulation codex of the Authority of Capital Markets, Insurance and Savings, volume
5, part 1, chapter 8 (formerly institutional entities circular 2007-9-14).

e The Company’s Board of Directors is satisfactorily convinced that the internal audit unit is working in accordance
with the requirements which were determined in the aforementioned guidelines, inter alia, based on various
issues which were presented to the Board of Directors and/or to the Audit Committee for approval, including the
letter of authorities for the internal audit unit, qualifications, and the resources of the internal audit unit, and
routine maintenance and monitoring of the Internal Auditor’s independence.

Access to information

As part of the work done by the internal audit unit, any document or information requested by the Internal Auditor
and required for the performance of his responsibilities were presented to him. No restrictions were imposed on the
work of the internal audit unit, and as part of the foregoing, the Internal Auditor was given free, continuous and
immediate access to the Company’s information systems and financial data.

Reports of the Internal Auditor

e The Internal Auditor’s reports are submitted in writing to the Audit Committee.

e Theinternal audit reports are presented, on a routine basis, to the CEO of the audited company, for the purpose
of holding a discussion regarding the findings of the audit, before presenting them t the relevant Audit
Committee. The audit reports are available to all of its Board members.

92 The figure includes 100 audit hours in Clalbit Finance.
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Presented below are the dates when discussions were held regarding the Internal Auditor’s findings in the
Company’s Audit Committee, including a summary of the audit activity during the reporting period, if not they
did not include a discussion of the audit reports themselves:

Clal Insurance

16.1.2022,15.2.2022, 13.3.2022, 10.4.2022, 15.5.2022, 14.6.2022, 17.7.2022, 14.8.2022, 14.9.2022, 23.10.2022,
20.11.2022, 13.12.2022, 25.12.2022.

Clal Holdings

16.2.2022, 24.3.2022, 18.5.2021, 17.7.2022, 6.11.2022 and 25.12.2022.

The audit reports are rated by the internal audit department by level of severity. It is noted that some of the
internal audit reports are submitted for review to the Audit Committee members for information purposes only,
and are not discussed in the committee’s meetings, in cases where the audit report is rated by the audit report
unit with a relatively low severity level, in a manner which does not require presenting the report for discussion.
It is emphasized, also with respect to the internal audit reports which are presented for information purposes
only, that each of the Audit Committee members has the possibility of requiring that a specific discussion be held
regarding the findings and recommendations which are included in the report.

Itis noted that, in light of the Commissioner’s announcement from June 2019, entitled “announcement regarding
issues for discussion in joint meetings”, which includes a list of issues which the members of an institutional
entity’s Board of Directors and board committees may discuss in joint meetings with board members of the
institutional entity’s parent company, the Company’s Audit Committee conducts separate meetings from the
Audit Committee of Clal Insurance. As part of the above, the Audit Committee determined that it will discuss the
audit reports which are unique to the Company, and it will also be informed regarding process-related issues
which are intended to ensure adequate corporate governance, adequate processes and sufficient resources in
the Group, and it will also be informed, on a quarterly basis, of significant audit reports (as defined by the Audit
Committee), following a discussion thereof by the Audit Committee of Clal Insurance, plus recommendations for
implementation. At the request of the Company’s Audit Committee, it is receiving the agendas and background
materials of Clal Insurance’s Audit Committee.

Board of directors’ assessment of the Internal Auditor’s work

In the opinion of the Company’s Board of Directors, the scope, nature of continuity of the activities and work plan of

the internal audit unit are reasonable in light of the circumstances, and are sufficient to achieve the goals of internal

auditing in the Company and in the subsidiaries.

Compensation

The Internal Auditor is employed as an employee of Clal Insurance, with the status of Executive VP, in a full time
position, and receives a monthly salary, including social fringe benefits. The auditor’s compensation is based on
generally accepted principles for the compensation of members of management (including audit functions).
The internal auditor’s salary and employment terms are approved by the Compensation Committees and the
boards of directors of Clal Insurance and of the Company, with the recommendation of the Audit Committees.
The compensation policy of the Group’s institutional entities applies to the Internal Auditor. For details regarding
the policy, see section 10.7.5 above.
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e The Internal Auditor has a personal compensation plan with respect to the distribution of an annual bonus, as
part of the general compensation policy adopted by the Company. The personal compensation plan of the
Internal Auditor is based, inter alia, on the Company’s profit, professional targets associated with the internal
audit work plan, including in accordance with the assessment of the Audit Committee and the assessment of the
chairman of the Company’s Board of Directors regarding the Internal Auditor’s work. The targets are approved
on an annual basis by the Compensation Committee, Audit Committee and Board of Directors, as is the fulfillment
thereof. For additional details, see the annex regarding the compensation policy.

e In 2021, 66,000 non-marketable warrants, exercisable into ordinary Company shares, were granted to the
internal auditor as part of the 2021 warrants plan which applies to officers and employees of the Company and
of the Group’s member companies. For additional details, see Note 40(a)(2) to the financial statements.

e The Internal Auditor’s total compensation in 2022 amounted to approximately NIS 1.67 million.

e On March 14 and 30, 2023, the Audit Committee and Board of Directors evaluated the correspondence of the
compensation received by the Company’s Internal Auditor in 2022, as specified in this section above, to the
terms of the Company’s compensation policy, and found that the variable and fixed components of
compensation correspond to the terms of the compensation policy of the Company and the institutional entities.

In light of the foregoing, the Board of Directors believes that the employment terms of the Internal Auditor are
appropriate for his position, are reasonable and fair, and reflect the Internal Auditor’s fulfillment of his personal
targets, and his contribution to the Company.

In light of the Board of Directors’ impression regarding the internal auditor’s professionalism and the quality of
his work, and in light of the fact that the fixed salary constitutes at least 55% of the internal auditor’s
compensation package, compensation package the Company’s Board of Directors found that there is no
suspected conflict of interest in the fact that the internal auditor was given warrants, and that, as part of his
compensation plan, he may receive a variable bonus, and that this should not affect the work of internal
auditing.

In light of the foregoing, the Company’s Board of Directors believes that the compensation given to the Internal
Auditor does not affect his professional judgment.

11.5.  Auditor’s Report

11.5.1.  Details Regarding the Auditing Firms

e Kost Forer Gabbay & Kasierer - Tenure commenced in 1978. Name of responsible partner: Tel Hai Zion, C.P.A.
(since April 2019).

e Somekh Chaikin - Tenure commenced in 1998. Name of responsible partner: Shira Lichtenstadt, C.P.A.
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Payments to the auditors

NIS in thousands, excluding VAT

2022 2021
Audit Audit- Audit Audit-
Other Other
and tax related . Total and tax related . Total
services services
services services services services
The
105 30 - 135 100 20 - 120
Company
Clal
Insurance
P 6,076 105 393 6,574 4,948 140 468 5,556
an
subsidiaries*
Clal Agency
Holdings
184 - - 184 271 - - 271
and
subsidiaries
Other
. - - - - 30 - - 30
companies
Total
A 6,365 135 393 6,893 5,349 160 468 5,977
companies

During the reporting year, the audit services included fees with respect to SOX, a solvency audit, and IFRS 17.

The professional fees of the accountants with respect to the audit services were determined by the Board of Directors,
in accordance with the recommendation of the Audit Committee. The professional fees with respect to the audit
services were determined following negotiations with the auditors, in which the scope and complexity of the audit
were evaluated, with reference to the auditor’s salary, according to the conventional practice in the branch. The
professional fees with respect to services which are not associated with auditing were determined primarily in
accordance with the type of work, the scope of work hours and the audited subject.

The corporation’s donations

As part of its social activities, in 2022, the Group donated a total of approximately NIS 4 million in Israel, in accordance
with the defined strategy: support for entities and associations working to support special needs groups, including
population groups affected by illness, people with disabilities, disabled population groups, with an emphasis on
supporting children and youths, including by encouraging education.

This year as well, the Company provided main sponsorship for the fundraising broadcast of Pitchon Halev in advance
of the Passover holiday. Pitchon Halev Association strives to break the inter-generational poverty cycle in Israel, and
each year assists around half a million people in Israel. This is the fifth year in a row that the Company donates to the
“7 Plan”, which is designed for youths in the geographical periphery, and which accompanies them for 7 years, from
the high school period until they are integrated into higher education and in post-military employment.

This year is the second year that the Company has adopted, as part of the “Special in Uniform” program, a unit of 11
youths on the autism spectrum or with mental disabilities, who are serving at Zikim base, while accompanying them
at serious junctions in their lives, and supporting the association.

In 2021, the Company published its first corporate responsibility report. The corporate responsibility report reflects

the entire set of social, environmental, ethical and values-based considerations taken into account by Clal Insurance
in its day-to-day business activities.
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This year, Clal Insurance won, for the third year in a row, the highest ESG rating - Platinum Plus, and it is included on
the list of Israel’s leading companies in terms of corporate responsibility. Clal Insurance’s win attests to the Company’s
activity and commitment to the promotion of corporate responsibility issues, with social and environmental impact,
as part of its routine business activities.

To the best of the Company’s knowledge, there are no ties between the associations to which the Group donated NIS
50,000 or more during the reporting year, and the Company or its officers.

Effectiveness of internal control over financial reporting and disclosure -

The Securities Regulations

In December 2009, The Securities Regulations (Periodic and Immediate Reports) (Amendment No. 3), 2009, were
published, which deal with the system of internal controls over financial reporting and disclosure in a corporation,
which are intended to improve the quality of financial reporting and disclosure in reporting corporations.

In an amendment dated July 7, 2011, it was stipulated that a corporation which consolidates, or proportionately
consolidates, a banking corporation or institutional entity, may choose to apply, with respect to the internal control
over that banking corporation or institutional entity only, the framework for the evaluation of the effectiveness of
internal control as set forth in the other legal provisions which apply to them in this regard, insofar as a framework
of this kind exists for the quarterly report.

Accordingly, in addition to the executive certifications and the report regarding the effectiveness of internal control,
which are provided as part of this quarterly report, executive disclosures and certifications are attached, which refer
to the internal control in the consolidated institutional entities, which are subject to the Commissioner’s directives.

The Commissioner’s directives regarding internal control over financial reporting and disclosure

The Commissioner published, in recent years, several circulars (hereinafter: the “Commissioner’s Circulars”) which
are intended to implement the provisions of Section 302 and Section 404 of the SOX Act in insurance companies, in
managing companies of pension funds and provident funds, in pension funds, and in provident funds (hereinafter:
the “Institutional Entities”).

Accordingly, Clal Insurance and the consolidated institutional entities included the information subject to the
provisions of the law, in reports filed by the dates set forth in the aforementioned provisions.

Section 302 and section 404 of the SOX Act - Management’s responsibility for internal control over financial

reporting and disclosure

In accordance with the circulars published by the Commissioner, which are based on section 302 and section 404 of
the SOX Act, and as described in the previous Board of Directors’ reports of Clal Insurance, Clal Insurance acted and
routinely acts to implement the process required in accordance with the foregoing provisions, including an evaluation
of the work processes and internal controls which are implemented, in accordance with the stages and dates set forth
in the circulars. In accordance with foregoing, Clal Insurance adopted the internal control model of the Committee of
Sponsoring Organizations of the Treadway Commission (COSQO), which constitutes a defined and recognized
framework for the evaluation of internal control.

The management of Clal Insurance (the institutional entity), in collaboration with the CEO, the Executive VP of Clal
Insurance and the Financial Division Manager have evaluated, as of the end of the period covered in this report, the
effectiveness of the controls and procedures regarding disclosure of Clal Insurance. Based on this evaluation, the CEO,
Executive VP of Clal Insurance and Financial Division Manager have concluded that, as of the end of the
aforementioned period, the controls and procedures involving the disclosures made by Clal Insurance are effective
for the purpose of recording, processing, summarizing and reporting the information which Clal Insurance is required
to disclose in the annual report, in accordance with the provisions of the law, and the reporting directives which were
issued by the Commissioner, and by the date specified in those directives.
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During the covered period ended December 31, 2022, no change took place in the institutional entity’s internal
control over financial reporting which could have materially influenced, or which could reasonably have been
expected to materially influence, the institutional entity’s internal control over financial reporting.

Executive certifications regarding the effectiveness of internal control over financial reporting and disclosure, with
reference to the relevant processes, in accordance with the Commissioner’s circulars, are attached to the report.

Clal Insurance Enterprises Holdings Ltd.

Haim Samet Yoram Naveh
Chairman of the Board of Directors Chief Executive Officer

March 30, 2023
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INSURRNCE ENTERPRISES HOLDINGS LTD. Annual Report as of December 31, 2022

The Board of Directors’ Report regarding the state of the corporation’s affairs for the period ended December 31, 2022
(hereinafter: the “Board of Directors’ Report”) reviews the main changes which occurred in the operations of Clal
Insurance Enterprises Holdings Ltd. (hereinafter: the “Company”) during 2022 (hereinafter: the “Reporting Period”).
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Board of Directors' Report

1. Description of the Company’s controlling shareholders

In the Commissioner’s letter dated December 8, 2019, it was stated that there is no entity which holds the
Company’s means of control, either directly or indirectly.

For additional details regarding the holdings in the Company during the reporting period, see Note 1 to the
financial statements.

2. Board of Directors’ Remarks Regarding the Corporation’s Business Position

The Company’s activity is subject to continuous regulation, and to regulatory changes and reforms. The Company’s
activities and results are also significantly affected by changes in the capital markets, including, inter alia, due to
interest rate changes, which affect the Company’s insurance liabilities and financial asset portfolios, and therefore
also management fees and financial margin from investments.

2.1 Significant events during and after the reporting period:

A. Transaction to acquire Max IT Finance Ltd. (Max)

On August 12, 2022, the Company acquired the entire issued and paid-up capital of Warburg Pincus Financial
Holdings (Israel) Ltd., a holding company which holds, inter alia, Max IT Finance Ltd. (“Max”). The net
consideration in the transaction amounted to a total of approximately NIS 1.6 billion, and is subject to
regulatory approvals.

Max’s activity is focused on two operating segments:
1. Theissuance segment, which is focused on activities for two main types of customers:

A. Solutions for financial institutions - joint issuance and processing of credit cards with banks, on
behalf of their customers (B2B2C).

B. Private customers - Sale and marketing of a total of credit cards, consumer credit and other
products, directly to private customers, in other words, the consumers (B2C), including through
joint clubs.

2. The clearing segment, which includes the following activities:
A. Clearing services - Guaranteeing payment against transaction slips made using credit cards,
in consideration of a fee which is collected from the business.
B. Related services and supplementary products to clearing services.
C. Financial solutions, products and services which are offered to the businesses, such as loans,
voucher discounting, advance payments, and guarantees.

Max'’s net profit in 2022, according to its publications, amounted to a total of approximately NIS 248 million, as
compared with profit in 2021 of approximately NIS 118 million only.

For additional details regarding the transaction, see Note 42(j) to the financial statements.

Presented below are data regarding the net profit of Max IT Finance Ltd., according to its publications:

Net profit of Max
248
2020 2021 2022

2-2



XcLaL

INSURRNCE ENTERDRISES HOLDINGS LT Annual Report as of December 31, 2022

2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)
2.1 Significant events during and after the reporting period: (Cont.)

2-3

B. Declines in capital markets and increase of the interest rate curve

The results during the reporting period were primarily affected by financial effects on the one hand, and sharp
declines were recorded in the markets of marketable capital, which affected the investment income in the
nostro portfolio. Additionally, in profit sharing insurance policies, variable management fees were not collected
during the reporting period (and a liability to policyholders was created in the amount of approximately NIS
753 million before tax, where until it has been covered, the Company will not collect variable management
fees). On the other hand, a significant increase was recorded in the risk-free interest rate curve, which resulted
in a decrease of the actuarial reserves. For details regarding the consequences of the above on results, see the
table regarding special effects, in section 2.2(a) below. For details regarding the Company’s sensitivity to
changes in the capital market and to interest rates, see Note 38 to the financial statements.

Shelf prospectus
During the reporting period, the Company and Clalbit Finance published a shelf prospectus. For additional
details, see Note 16 to the financial statements.

. Rating

The Company - In February 2023, a rating of AA- was given by the rating company S&P Maalot, for the Company
and the bonds it has issued at a scope of approximately NIS 400 million. For additional details, see Note 25 to
the financial statements.

Clal Insurance and deferred liability notes which were issued by Clalbit Finance

D. For details regarding the ratings which were given by Midroog and Maalot in July 2022, in which they ratified
the ratings of Clal Insurance and of deferred liability notes which were issued by Clalbit Finance, see Note 25 to
the financial statements.

E. Bond issuance by the Company

After the reporting date, in February 2023, the Company performed an issuance of NIS 249.1 thousand par
value of bonds (Series A), and of NIS 150 thousand of bonds (Series B), in accordance with a shelf offering
report. The net issuance proceeds amounted to a total of approximately NIS 397 million. For additional details,
see Note 25 to the financial statements.

F. Solvency ratio

Clal Insurance published an economic solvency ratio report as of June 30, 2022, in which the ratio, without the
distribution provisions, was 103% (105% after taking into account actions performed after that date), as
compared with a ratio of 92% as of December 31, 2021.

In consideration of the distribution provisions, the ratio was 178% as of June 30, 2022, as compared with a ratio
of 168% as of December 31, 2021. For additional details, see section 2.3.3 below and Note 16 to the financial
statements.

G. Change in provisions pertaining to life insurance plans combined with savings, which include “annuity factors

representing a life expectancy guarantee”

In June 2022, the Commissioner published a circular which addressed, inter alia, the changes in life expectancy,
including future improvements, and the associated effects on the amount of reserves, and the methods used
to create them. The circular includes expansion of the use of the new mortality table for retirees of insurance
companies, which was based, inter alia, on the mortality experience of retirees of the insurance companies.
During the reporting period, the Company increased its estimates regarding the liabilities with respect to
insurance contracts in the amount of approximately NIS 627 million, including a total of approximately NIS 149
million with respect to the paid pension liabilities and a total of approximately NIS 478 million with respect to
liabilities for supplementation of the annuity reserve, in light of the trends arising from the circular.

H. Financial effects after the reporting date

During the period after the reporting date and until the approval date of the financial statements, the volatility
in marketable capital markets and the increase in the inflation rate continued, which resulted in an increase of
the balance of the liability specified in section B above, in the amount of approximately NIS 87 million, such
that, proximate to the approval date of the report, the balance of variable management fees which the
Company will refrain from collecting amounted to a total of approximately NIS 840 million, before tax.

At this stage, it is not possible to estimate the continued developments in the market, or their effects on the
results for 2023, and the foregoing does not constitute any estimate of the Company’s projected financial
results in 2023, or regarding the economic solvency ratio, due, inter alia, or regarding the economic solvency
ratio, inter alia, with reference to continued developments in the aforementioned
markets.
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2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)

2.2 Financial information by operating segments (for details regarding operating segments, see Note 5 to the
financial statements).

Presented below are details regarding comprehensive income (loss), distributed by segments:

Year Q4
NIS in millions Item 2022 2021 2020 2022 2021
Life insurance 2.2.11 (96) 1,107 366 87 413
Pension 2.2.1.4 18 28 6 1 6
Provident 2.2.1.3 (2) 8 (2) (1) -
Total long term savings division (81) 1,143 370 87 420
Non-life insurance 2.2.2 (91) 112 49 39 22
Health insurance 2.2.3 353 193 175 38 (13)
Financing expenses 2.2.6 194 186 143 50 57
Other and items not included in the 224 (341) 808 381 (78) 187
Total comprehensive income (loss) before (354) 2,068 832 36 556
Taxes (tax benefit) (121) 661 226 22 160
Total comprehensive income (loss) for the
period, net of tax (233) 1,407 606 14 396
Attributable to Company shareholders (237) 1,402 602 12 395
Attributable to non-controlling interests 3 5 4 1 1
Return on equity in annual terms (in
percent) *) (3.1) 22.3 10.6 0.6 21.6

*) Return on equity is calculated by dividing the profit for the period attributable to the Company’s
shareholders, by the equity as of the beginning of the period attributable to the Company’s shareholders.

A. The Company’s results during the reporting period
Comprehensive loss after tax attributable to the Company’s shareholders in the reporting period amounted
to a total of approximately NIS 237 million, as compared with comprehensive income of approximately NIS

1,402 million in the corresponding period last year.

Presented below are the main reasons for the differences in results relative to the corresponding period last
year:

Underwriting results:

During the reporting period, underwriting improvement was recorded in operating segments in the property,
liabilities and credit insurance branches in elementary insurance, as well as an improvement of risk profits in
risk of death and loss of working capacity products in life insurance, while on the other hand, a change for the
worse was recorded in underwriting in the motor branches in elementary insurance and in the individual long-
term care branch, as specified below in sections 2.2.2-2.2.3.

During the reporting period, gross premiums earned, contributions and receipts with respect to investment
contracts amounted to a total of approximately NIS 27,756 million, as compared with a total of approximately
NIS 27,170 million in the corresponding period last year, an increase of approximately 2%. The increase was
mostly due to the increase in contributions in provident and pension funds and the increase in premiums in
the non-life insurance and in the health segment. The increase was despite the decrease in receipts from
investment contracts due to, inter alia, the declines in capital markets.

The aforementioned increase in premiums, together with the Company’s activity to contain the increase in
expenses, despite the impact of rising inflation during the reporting period, resulted in a situation where the
ratio between general and administrative expenses and commissions, marketing expenses and other
acquisition expenses, to total gross premiums earned, contributions and receipts in respect of investment
contracts, remained at a ratio of approximately 11% during the reporting period, similarly to the
corresponding period last year.
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Financial effects, investment income and capital markets:

During the reporting period, sharp declines were recorded in capital markets, which affected the Company’s
returns, such that a financial margin was recorded in life insurance in the amount of approximately NIS 461
million only, and loss was recorded from investments not allocated to segments in the amount of
approximately NIS 310 million, as compared with the positive financial margin in life insurance in the amount
of approximately NIS 1,699 million, and income from investments not allocated to segments in the amount of
approximately NIS 844 million in the corresponding period last year. A liability to policyholders was also
created with respect to negative returns in the portfolio of profit-sharing policies in life insurance in the
amount of approximately NIS 753 million, where until it has been covered, Clal Insurance will not collect
variable management fees.

On the other hand, during the reporting period a decrease was recorded in insurance reserves due to the
increase in the risk-free interest rate curve and other financial effects, in the amount of approximately NIS
1,640 million, as compared with the decrease of the reserves in the amount of approximately NIS 18 million
in the corresponding period last year, as specified in the following table.

Updates to assumptions in actuarial models and class actions:

The results during the reporting period were also negatively affected by the increase of the reserve in life
insurance in the amount of approximately NIS 627 million, due to update to actuarial assumptions, in light of
the Commissioner’s update to the default assumptions regarding mortality and improvements in mortality
(the “Updated Mortality Tables for Retirees”), with no effect in the corresponding period last year, and other
changes in assumptions in the calculation of liabilities to supplement the annuity reserve, which resulted in an
increase of the reserve in the amount of approximately NIS 155 million, as compared with the increase due to
the change in assumptions in life insurance in the amount of approximately NIS 87 million in the corresponding
period last year.

For additional details, see Note 42(a) to the financial statements.

Additionally, during the reporting period, an update to the provision for class actions was recorded in the
amount of approximately NIS 100 million, mostly in the life insurance segment. with no significant impact in
the corresponding period last year.

Return on equity in annual terms during the reporting period amounted to a negative rate of 3.1%, as
compared with a positive rate of 22.3% in the corresponding period last year.

Managed assets:

During the reporting period, the assets managed by Clal Pension and Provident Funds increased due to the
improvement in incoming transfers. This increase was mostly offset by the negative impact of returns on assets
during the reporting period. There was also a significant increase in management fee revenues, in both
pension and provident funds, relative to the reporting period last year. For additional details, see sections
2.2.1.3and 2.2.1.4 below.

Assets managed by the Company as of December 31, 2022 amounted to a total of approximately NIS 295
billion, as compared with a total of approximately NIS 286 billion as of December 31, 2021, an increase of
approximately 3%, due to the improvement in net incoming transfers in pension and provident products,
which amounted to a total of approximately NIS 12 billion, and which was partly offset by the negative effect
of the returns on assets during the reporting period, as stated above.

Proximate to the publication date of the report, the Company manages assets in the amount of approximately
NIS 300 billion, of which over NIS 100 billion are assets managed by the new pension fund.
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2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)

2.2 Financial information by operating segments (Cont.)

A. The Company’s results during the reporting period (Cont.)

The results during the reporting period and during the quarter, and in the corresponding periods last year,
respectively, as specified below, include (inter alia) the following effects (for details regarding additional
effects on the operating segments’ results, see section C below).

Year Q4
NIS in millions 2022 2021 2022 2021
Life insurance -
Change in the discount interest rate used to calculate pension
reserves 505 83 98 (4)
Profit (loss) with respect to change in pension reserves
following the decreased forecast of future income (K factor) ¥ 637 28 193 74
Total financial impact on pension reserves 4 1,142 111 291 71
loss due to change in mortality assumptions in the calculation
of liabilities to supplement pension reserves (627) - - -
Change in other assumptions used in the calculation of
liabilities to supplement annuity reserves 2 (155) (28) (155) (28)
Change in estimated duration of loss of working capacity
claims - (59) - (59)
Total special effects - life insurance % 360 24 136 (16)
Effect of the interest rate decrease on reserves in non-life
insurance 4 219 (59) 43 17
Total special effects - non-life insurance 219 (59) 43 17
Change in actuarial assumptions in the liability adequacy test
(LAT) - (76) - (76)
Financial impact in the liability adequacy test (LAT) 3 279 42 5 38
Total long-term care in the health segment 279 (34) 5 (38)
Total special effects before tax 858 (69) 184 (37)
Notes:

1. In 2021, including the impact in the amount of approximately NIS 58 million, in light of the update to the method used to adjust the
interest rate according to the illiquid nature of the liability (see Note 38(e)(el1)(d)1(a) to the annual financial statements).

2. For additional details, see Note 38(e) to the financial statements.

3. The decrease of the provision in the health segment during the reporting period constituted most of the LAT provision in that segment.

4. Changes in main estimates and assumptions which were used to calculate liabilities due to financial effects, for additional details, see
Note 38(e)el(d) and Note 38(e)e2(4)a to the annual financial statements.

B. The Company’s results during the quarter

Comprehensive income after tax attributable to Company shareholders in the current quarter amounted to a
total of approximately NIS 12 million, as compared with comprehensive income of approximately NIS 395
million in the corresponding period last year.

Presented below are the main reasons for the differences in results relative to the corresponding period last
year:

Underwriting results:

During the quarter, underwriting improvement was recorded in the Company’s results, and underwriting
improvement was recorded in elementary insurance in the property and liabilities branches, and in the illness
and hospitalization branch of health insurance, which was partly offset by the change for the worse in
underwriting in the motor property and individual long-term care branches, as specified below in sections
2.2.3-2.2.2.

Gross premiums earned, contributions and receipts with respect to investment contracts during the reporting
period amounted to a total of approximately NIS 6,868 million, as compared with a total of approximately NIS
8,225 million in the corresponding period last year. In the current quarter, the Company achieved an increase
in pension contributions and an increase in premiums in non-life insurance and in the health segment. The
decrease in the total amount, despite these increases, was mostly due to the sharp decline in receipts in
respect of investment contracts and in provident fund contributions, in the amount of approximately NIS 2
billion, in light of the aforementioned market declines.
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The ratio between general and administrative expenses and fees, marketing expenses and other acquisition
expenses to total gross premiums earned, contributions and receipts in respect of investment contracts,
amounted to a ratio of approximately 12% during the quarter, as compared with a ratio of approximately 10%
in the corresponding period last year. The increase occurred due to the decrease in receipts in respect of
investment contracts, in light of the market situation, as stated above.

Financial effects, investment income and capital markets:

The decrease in results during the quarter, relative to last year, was mostly due to capital markets declines
which affected the Company’s returns, such that a positive financial margin was recorded in life insurance in
the amount of approximately NIS 201 million only, and loss was recorded from investments not allocated to
segments in the amount of approximately NIS 67 million, as compared with the positive financial margin in life
insurance in the amount of approximately NIS 592 million, and income from investments not allocated to
segments in the amount of approximately NIS 213 million in the corresponding period last year.

On the other hand, during the quarter a decrease was recorded in insurance reserves due to the increase in
the risk-free interest rate curve, in the amount of approximately NIS 339 million, as compared with an increase
of the reserves in the amount of approximately NIS 50 million in the corresponding period last year, as
specified in the above table.

Updates to assumptions in actuarial models and class actions:

The results during the quarter were also adversely affected by the change in assumptions used in the
calculation of liabilities to supplement the annuity reserve, which resulted in an increase of the reserve in the
amount of approximately NIS 155 million, as compared with the increase of the reserve due to changes in
assumptions in the amount of approximately NIS 87 million in the corresponding period last year.

For additional details, see Note 42(a) to the financial statements.

Additionally, during the quarter an update to the provision for class actions was recorded in the amount of
approximately NIS 45 million, mostly in the life insurance segment. with no significant impact in the
corresponding period last year.

Return on equity in annual terms during the current quarter amounted to a positive rate of 0.6%, as compared
with a positive rate of 21.6% in the corresponding period last year.
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C. Additional main details and additional main effects, by segments

Gross premiums earned, contributions and receipts in respect of investment contracts:

27,170 27,756

19,503

2020 2021 2022

B Provident ' Pension " Health insurance MNon-life insurance MLife insurance

8,225

6,868

10-12.2021 10-12.2022

B Provident " Pension M Health insurance MNon-life insurance MLife insurance
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2.2.1. Long-term savings

2.2.1.1 Life insurance operations

Life insurance Year Q4
2022 2021 2022 2021
Gross premiums earned 6,844 6,391 1,667 1,818
Comprehensive income (96) 1,107 87 413

(loss)

Reporting period - The results during the reporting period were mostly affected by the following factors:
Financial effects, investment income and capital markets:

During the reporting period a decrease was recorded in gross real returns in profit sharing policies, to a
negative rate of 10.96%, as compared with a positive rate of 13.37% last year, such that a positive financial
margin was recorded in the amount of approximately NIS 461 million only, as compared with the positive
financial margin of approximately NIS 1,699 million last year. Out of the foregoing amounts, no variable
management fees were collected during the reporting period, as compared with the collection of variable
management fees in the amount of approximately NIS 689 million last year, and a liability to policyholders
was created with respect to the collection of variable management fees in the portfolio of profit-sharing
policies in life insurance in the amount of approximately NIS 753 million as of the reporting date, where until
it has been covered, the Company will not collect variable management fees.

This effect was mostly offset by the decrease in reserves due to the increase of the risk-free interest rate and
additional financial effects in the amount of approximately NIS 1,142 million during the reporting period, as
compared with the decrease in reserves in the amount of approximately NIS 111 million last year.

Updates to assumptions in actuarial models and class actions:

In the second quarter of 2022, an increase was recorded in the reserve due to the update to actuarial
assumptions, in light of the update to mortality tables for retirees, which allow the receipt of an annuity in
accordance with guaranteed conversion ratios in the amount of approximately NIS 627 million, with no effect
in the corresponding period last year, and the change in other assumptions in the calculation of liabilities to
supplement the annuity reserve, which resulted in an increase of the reserve in the amount of approximately
NIS 155 million, as compared with an increase due to change in assumptions in life insurance in the amount
of approximately NIS 87 million in the corresponding period last year. For additional details, see Note 42(a)
to the financial statements.

Additionally, during the reporting period an update was recorded with respect to class actions in the amount
of approximately NIS 90 million, with no significant impact in the corresponding period last year.

Quarter - The results during the quarter were mostly affected by the following factors:

Financial effects, investment income and capital markets:

The decrease in income during the quarter was due to the decrease in gross real returns in profit sharing
policies to a positive rate of 0.2%, as compared with a positive rate of 4.65% in the corresponding quarter
last year, such that a positive financial margin was recorded in the amount of approximately NIS 201 million
only, as compared with the positive financial margin in the amount of approximately NIS 592 million in the
corresponding quarter last year. Out of these amounts, no variable management fees were collected during
the reporting period, as compared with the collection of variable management fees in the amount of
approximately NIS 261 million in the corresponding quarter last year.

These effects were mostly offset by the decrease in reserves due to the increase of the risk-free interest rate
and other financial effects in the amount of approximately NIS 291 million during the quarter, as compared
with the decrease in reserves in the amount of approximately NIS 71 million in the corresponding quarter
last year.

Updates to assumptions in actuarial models and class actions:

During the quarter, there was a change in the assumptions regarding the calculation of the liabilities to
supplement the annuity reserve, which resulted in an increase of the reserve in the amount of approximately
NIS 155 million, as compared with the increase due to changes in assumptions in the amount of
approximately NIS 87 million in the corresponding period last year. For additional details, see Note 42(a) to
the financial statements.

Additionally, during the quarter an update was recorded with respect to class actions in the amount of
approximately NIS 35 million, with no significant impact in the corresponding period last year.

Redemption rates of life insurance policies from the average reserve, in annual terms

Year Q4

2022 2021 2022 2021

1.7% 1.5% 1.6% 1.6%

Investment income (loss) applied to policyholders in profit sharing policies - Presented below are details regarding the estimated total of
investment income (loss) which was applied to policyholders in life insurance and profit sharing investment contracts, calculated based on
the returns and balances of the insurance reserves in the Company’s business reports (NIS in millions):

Year Q4

2022

2021 2022 2021

(6,599)

8,868 749 3,058
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2.2 Financial information by operating segments (Cont.)

2.2.1 Long-term savings (Cont.)

2.2.1.1 Life insurance operations (Cont.)
Presented below is a description of the main results in life insurance, by product types, according to the specification

provided in Note 20 to the financial statements:

Life insurance 2022 2021 Note

Policies including a savings component

which were sold until December 31, 1990

Gross premiums earned 153 167

Comprehensive income 93 448 The decrease in income during the reporting period, relative to the corresponding
period last year, was due to the decrease in the financial margin during the reporting
period, which amounted to a total of approximately NIS 143 million, as compared with
a total of approximately NIS 441 million in the corresponding period last year (see Note
20).
An increase was also recorded in the reserve for updates to actuarial assumptions, in
light of the updates to retiree mortality tables in the amount of approximately NIS 180
million, with no effect last year.
These effects were mostly offset by the decrease in reserves due to the increase of the
risk-free interest rate, additional financial effects, and change in assumptions, mostly
with respect to studies regarding retirement age and the annuity realization rate in the
calculation of pension reserves in the amount of approximately NIS 525 million during
the reporting period, as compared with the decrease in reserves in the amount of
approximately NIS 89 million last year.

Policies including a savings component

which were sold from January 1, 1991 to

December 31, 2003

Gross premiums earned 1,607 1,607

Comprehensive income (loss) (172) 810 The decrease in income during the reporting period, and the transition to loss relative
to last year, was due to the market declines, which resulted in a situation where, during
the reporting period, variable management fees were not collected, as compared with
the collection of variable management fees in the amount of approximately NIS 689
million last year. Additionally, a liability to policyholders was created with respect to the
collection of variable management fees in the portfolio of profit-sharing policies of life
insurance, in the amount of approximately NIS 753 million as of the reporting date,
where until it has been covered, Clal Insurance will not collect variable management
fees.
An increase was also recorded in the reserve due to the Commissioner’s update of the
default assumptions regarding mortality, which will serve as the basis for the insurance
companies’ calculation of liabilities with respect to insurance policies, which allow
receiving an annuity according to guaranteed conversion factors, in the amount of
approximately NIS 433 million, with no effect last year.
These effects were mostly offset by the decrease in reserves due to the increase of the
risk-free interest rate, additional financial effects, and changes in assumptions, mostly
with respect to studies regarding retirement age and the annuity realization rate used
in the calculation of pension reserves, in the amount of approximately NIS 449 million
during the reporting period, as compared with the increase in reserves in the amount
of approximately NIS 21 million last year.

Sold since January 1, 2004

Gross premiums earned 4,220 3,852 The increase in premiums during the reporting period was due, inter alia, to the return
to the workforce, which increased the premiums from managers’ insurance products in
life insurance relative to last year, due to the coronavirus crisis.

Comprehensive income (loss) 2 (165) The improvement in results during the reporting period, relative to last year, was mostly
due to the improvement in the risk margin in the loss of working capacity product.
An increase was also recorded in the financial margin in the amount of approximately
NIS 347 million during the reporting period, as compared with the financial margin in
the amount of approximately NIS 316 million last year.

Policies with no savings component

Coverage for risk sold as a single

(individual) policy

Gross premiums earned 790 700

Comprehensive income (loss) - - The results during the reporting period, relative to last year, were mostly affected by
the decrease in investment income, as stated above, relative to last year, which were
offset by the improvement in the risk margin in the risk of death product.

Coverage for risk sold as a collective

policy

Gross premiums earned 74 61

Comprehensive income (loss) (19) 14 The decrease in income and the transition to loss during the reporting period, relative

to last year, was mostly due to the decrease in investment income, as stated above.
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2.2.1 Long-term savings (Cont.)

2.2.1.2 Data regarding premiums earned, management fees and financial margin in life insurance?

Year Q4

NIS in millions 2022 2021 2020 2022 2021
Variable management fees (* - 689 305 (* - 261
Fixed management fees 605 573 485 148 148
Total management fees 605 1,261 790 148 409
Total financial margin and

management fees 461 1,699 981 201 592
Current premiums 5,352 5,175 5,094 1,339 1,387
Non-recurring premiums 1,492 1,216 634 328 431
Total gross premiums earned 6,844 6,391 5,729 1,667 1,818
Current premiums 52 37 44 18 8
Non-recurring premiums 3,621 5,993 1,540 489 2,145
Total premiums with respect to 3,674 6,030 1,584 507 2,153

pure savings

*) During the reporting period, market declines were recorded, which resulted in a decrease in investment income, and a
liability to policyholders was created due to negative returns and the non-collection of variable management fees in the
portfolio of profit-sharing policies in life insurance, in the amount of approximately NIS 753 million as of the reporting date,
where until it has been covered, Clal Insurance will not collect variable management fees. After the reporting date and until
the approval date of the financial statements, this amount increased to a total of approximately NIS 840 million. For additional

details, see section 2.2(a) above.

Details regarding the rates of return in profit-sharing policies

Real return before payment of management fees
Real return after payment of management fees

Nominal return before payment of management fees
Nominal return after payment of management fees

Real return before payment of management fees
Real return after payment of management fees

Nominal return before payment of management fees
Nominal return after payment of management fees

Policies issued during the years 1992 to 2003 (Fund J)

Year Q4
2022 2021 2020 2022 2021 2020
(10.96) 13.37 6.38 0.20 4.65 8.81
(11.47) 10.84 4.92 0.06 3.87 7.78
(6.26) 16.09 5.74 1.04 4.85 8.81
(6.80) 13.50 4.29 0.90 4.08 7.78
Policies issued beginning in 2004 (New Fund J)
Year Q4
2022 2021 2020 2022 2021 2020
(11.74) 11.64 6.37 0.22 4.22 8.74
(12.55) 10.62 5.29 0.00 3.99 8.47
(7.09) 14.32 5.74 1.07 4.42 8.74
(7.93) 13.27 4.66 0.84 4.19 8.47

1 The financial margin includes profit (loss) from investments carried to comprehensive income, and does not include the Company’s additional
income charged as a percentage of the premium, and is calculated before the deduction of investment management expenses. The financial
margin in guaranteed-return policies is based on income from actual investments for the reporting year, less a multiple of the guaranteed rate
of return per year, times the average reserve for the year in the various insurance funds. Financial margin in investment-linked contracts is
the total of fixed and variable management fees based on a reduction in the charging to savings in the Company’s systems.
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2.2 Financial information by operating segments (Cont.)

2.2.1. Long-term savings (Cont.)
2213 Provident operations

Year

Q4

2022 2021

2022

2021

Note

Comprehensiv (2) 8
e income (loss)

The decrease in income and the transition to loss
during the reporting period was mostly due to
market declines, which resulted in investment
losses in the nostro portfolio, and affected the
liability to supplement returns for members of
guaranteed-return provident funds.

Contributions 4,127 3,614

1,099

1,282

The increase in the reporting period was mostly
due to the increase in new businesses and in the
number of active members in the study fund.

2214 Pension operations

Year

Q4

2022 2021

2022

2021

Note

Comprehensive 18 28
income

1

6

The results during the reporting period and
during the quarter were affected by the
increase in management fee revenue, after
deducting agent commissions, due to the
increase of the managed portfolio relative to
last year, and the amount of contributions. This
effect was offset by investment losses in the
nostro portfolio during the reporting period
and during the quarter, which resulted in a
decrease in income relative to last year.

Contributions 8,420 6,934

2,254

1,896

The increase in the reporting period and in the
quarter was mostly due to the increase in new
business and active members in pension funds.
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2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)

2.2 Financial information by operating segments (Cont.)

2.2.2 Non-life insurance - Presented below is the distribution of premiums and comprehensive income:

Non-life

Note

Reporting period and quarter - The increase in premiums was
due to the growth of the portfolio, mostly in individual business
operations and commercial motor in compulsory motor and
motor property, and the increase in large businesses.

Reporting period - The results during the reporting period were
affected by the following factors:

Underwriting results:

During the reporting period, underwriting improvement was
recorded in the liabilities, compulsory motor and property
branches, relative to the corresponding period last year. On the
other hand, a change for the worse was recorded in motor
property.

Financial effects, investment income and capital markets:

The transition from income to loss was mostly due to the
decrease in investment income, against the reduction of
reserves due to the impact of the interest rate environment in
the amount of approximately NIS 219 million, as compared with
the increase of reserves in the amount of approximately NIS 59
million in the corresponding period last year.

Quarter - The increase in income was due to the improvement
in underwriting profit in the compulsory motor branch, and the
decrease in reserves due to the impact of the interest rate
environment in the amount of approximately NIS 43 million, as
compared with the reduction of reserves in the amount of
approximately NIS 17 million in the corresponding quarter last
year. On the other hand, there was a decrease in investment
income.

Reporting period and quarter - The increase in premiums
during the reporting period was mostly due to individual
business operations and commercial motor.

Reporting period - The increase in loss during the reporting
period was mostly due to the increase in average claims, inter
alia, in light of the increase of the index and the prevalence rate
of thefts and accidents, relative to last year, and the decrease in
investment income.

Quarter - The results in the current quarter and in the
corresponding quarter last year were affected by the increase in
the prevalence rate of thefts and accidents, as stated above.

. 2022 2021 Q4 2022 Q4 2021
insurance

Gross

premiums 3,275 2,942 714 612
Comprehensiv (91) 112 39 2
e income (loss)

Motor

property

Gross

premiums 942 790 213 174
Comprehensiv

e loss (190) (35) (41) (45)
Gross LR 100% 82% 96% 100%
LR on

retention 95% 77% 91% 96%
Gross CR 127% 110% 123% 130%
CRon

retention 125% 109% 121% 128%
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2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)

2.2 Financial information by operating segments (Cont.)

2.2.2 Non-life insurance - Presented below is the distribution of premiums and comprehensive income:

2022 2021 Q4 2022 Q4 2021 Note

Compulsory

motor

Gross premiums 695 599 151 120 Reporting period and quarter - The increase in premiums during
the reporting period was mostly due to individual business
operations and commercial motor.

Comprehensive (30) (24) 22 (21) Reporting period - The increase in loss was mostly due to the

income (loss) decrease in investment income, against the reduction of reserves
due to the impact of the interest rate environment in the amount
of approximately NIS 96 million, as compared with the increase
of reserves in the amount of approximately NIS 19 million in the
corresponding period last year, and the improvement in
underwriting profit due to the reduced estimate of claims in
respect of prior years.
Quarter - The transition from loss to income was due to the
improvement in underwriting profit and the reduced estimate of
claims with respect to prior years, and the reduction of reserves
due to the impact of the interest rate environment in the amount
of approximately NIS 23 million, as compared with the reduction
of reserves in the amount of approximately NIS 13 million in the
corresponding quarter last year. On the other hand, there was a
decrease in investment income.

Property and

others branches

Gross premiums 1,019 932 226 194 The increase in premiums during the reporting period was
mostly due to the growth of large businesses and the activity in
the Sale Law Guarantee sub-branch.

Comprehensive 68 78 9 12 Reporting period - The decrease in income was mostly due to the

income decrease in investment income, against the reduction of reserves
due to the impact of the interest rate environment in the amount
of approximately NIS 7 million, as compared with the increase of
reserves in the amount of approximately NIS 8 million in the
corresponding period last year, and the improvement in
underwriting profit.

Gross LR 55% 39% 48% 62%

LR on retention 33% 35% 59% 57%

Gross CR 77% 63% 72% 89%

CR on retention 64% 74% 88% 91%

Credit insurance

Gross premiums 132 123 33 31

Comprehensive 26 41 10 12 Reporting period - The decrease in income was mostly due to

income the decrease in investment income.

LR on retention 19% 23% 6% 13%

CR on retention 37% 48% 28% 38%

Liability

branches

Gross premiums 486 498 91 94 The decrease in premiums during the reporting period was
mostly due to the large businesses.

Comprehensive 36 52 39 64 Reporting period - The decrease in income was mostly due to the

income

decrease in investment income, against the reduction of reserves
due to the impact of the interest rate environment in the amount
of approximately NIS 115 million, as compared with the increase
of reserves in the amount of approximately NIS 32 million in the
corresponding period last year, and the improvement in
underwriting profit, due to the reduced estimate of claims with
respect to prior years.

Quarter - The decrease in income was mostly due to the decrease
in investment income. This effect was offset by the decrease in
reserves due to the impact of the interest rate environment in the
amount of approximately NIS 19 million, as compared with the
decrease in reserves in the amount of approximately NIS 4 million
in the corresponding quarter last year.
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2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)

2.2 Financial information by operating segments (Cont.)

2.2.3. Health insurance

Year Q4
2022 2021 2022 2021 Note

Gross premiums Reporting period and quarter - During the reporting

earned 1,599 1,406 418 362 period an.d during_ the current qltlart.e_r, an incr.e_ase was
recorded in premiums from the individual activity and
in the international travel branch.

Comprehensive 353 193 39 (13) Reporting period - During the reporting period,

income underwriting profit increased in the individual health

(loss) branches, in the collective branches, including health

funds, and in the international travel branch, which
transitioned from loss last year to income this year, in
light of the growth of the activity. Additionally, during
the reporting period a decrease was recorded in the
provision with respect to the liability adequacy test
(LAT), in light of the increase of the interest rate in the
amount of approximately NIS 274 million, as compared
with the increase of the provision in the amount of NIS
34 million in the corresponding period last year, in light
of the increase of the provision due to the update to
various actuarial assumptions in the amount of NIS 76
million, after offsetting NIS 42 million due to financial
effects. The decrease of the provision during the
reporting period constituted the balance of the LAT
provision, such that, as of the reporting date, there is no
remaining provision for the liability adequacy test (LAT)
in the Company’s books. These effects were partly
offset by the underwriting loss in the individual long-
term care branch, and by the investment loss during the
reporting period. Additionally, during the reporting
period various actuarial studies were conducted, whose
cumulative impact was immaterial.

Quarter - The increase in income during the quarter was
due to the increase in underwriting profit in the
collective branches, including the health funds, and in
the international travel branch, which transitioned to
income this year, as compared with loss in the
corresponding quarter last year. Additionally, there was
no change in the provision for the liability adequacy test
(LAT) during the quarter, as compared with the increase
of the provision in the amount of NIS 38 million in the
corresponding quarter last year. These effects were
partly offset by the decrease in investment income, as
stated above. Additionally, various actuarial studies
were conducted, whose cumulative impact was
immaterial.
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2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)
2.2 Financial information by operating segments (Cont.)

2.2.3. Health insurance

Ye ar Q4 Note

2022 2021 2022 2021

Long-term care branch -

comprehensive income

(loss)

Individual 290 73 11 (17) Reporting period - The increase in income during the reporting
period was mostly due to the decrease of the provision with respect
to the liability adequacy test (LAT) in the amount of approximately
NIS 273 million, as compared with the increase of the provision in
the amount of approximately NIS 43 in the corresponding period
last year, in light of the increase of the provision due to the update
to various actuarial assumptions in the amount of NIS 76 million,
after offsetting NIS 33 million due to financial effects. This effect
was partly offset by the decrease in investment income during the
reporting period, relative to the corresponding period last year, and
the change for the worse in underwriting which occurred during the
reporting period, relative to the corresponding period last year.
Quarter - The transition to income was mostly because there was
no change in the provision with respect to the liability adequacy
test (LAT) this quarter, as compared with the increase of the
provision in the amount of approximately NIS 46 in the
corresponding quarter last year, in light of the increase of the
provision due to the update to various actuarial assumptions in the
amount of NIS 76 million, after offsetting NIS 33 million due to
financial effects. This effect was partly offset by the decrease in
investment income relative to the corresponding period last year.

Collectives, including 17 42 (29) (10) Reporting period - The decrease in income was mostly due to

health funds actuarial studies which were conducted during the reporting

period, and the decrease in investment income during the
reporting period, relative to the corresponding period last year.
This effect was partly offset by the improvement in underwriting
profit during the reporting period, relative to the corresponding
period last year.
Quarter - The increase in loss was mostly due to actuarial studies
which were conducted during the quarter. This effect was partly
offset by the improvement in underwriting profit during the
quarter, relative to the corresponding quarter last year.

lliness and hospitalization

branch - comprehensive

income (loss)

Long term 39 90 52 22 Reporting period - The decrease in income was mostly due to

investment loss, as compared with investment income in the
corresponding periods last year. This effect was partly offset by
actuarial studies which were conducted during the reporting
period, as compared with the corresponding period last year, and
the improvement in underwriting profit.
Quarter - The increase in income was mostly due to actuarial
studies which were performed during the quarter. This effect was
partly offset by investment loss, as compared with investment
income in the corresponding quarter last year.

Short term 6 (14) 5 9) Reporting period and quarter - The transition to income during the
reporting period and during the quarter was mostly due to the
underwriting improvement and the growth of activity in the
international travel branch.

Details regarding investment income which was applied to policyholders in health insurance policies of the
profit sharing nursing type:

Profit sharing long-term care policies of the individual and collective

types
Year Q4
NIS in millions 2022 2021 2022 2021
Investment income (loss) applied to (70) 157 12 52

policyholders
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2.2 Financial information by operating segments (Cont.)

2.2.4. Other and items not included in the insurance branches

Year Q4
NIS in millions 2022 2021 2022 2021 Note
Total (341) 808 (78) 187 Reporting period - The transition to loss during
comprehensive the reporting period was mostly due to
income (loss) before investment loss in the amount of approximately
tax NIS 310 million during the reporting period, as

compared with investment income in the
amount of approximately NIS 844 million in the
corresponding period last year.

Quarter - The transition to loss during the
quarter was mostly due to investment loss in
the amount of approximately NIS 67 million
during the reporting period, as compared with
investment income in the amount of
approximately NIS 213 million in the
corresponding period last year.

2.2.5 General and administrative expenses

During the reporting period, the Group succeeded in relatively maintaining the expense level in accordance
with the strategic plan, despite the inflationary effects and the increase in business activities, which
amounted, during the reporting period, to a total of approximately NIS 941 million, as compared with a
total of approximately NIS 973 million last year, and in the quarter amounted to a total of approximately
NIS 250 million, as compared with a total of approximately NIS 290 million in the corresponding period last
year.

Proportion of expenses
14.7% and commissions relative
to income* 2020-2022

11.0% 11.3%

2020 2021 2022

* The income includes premiums and contributions.

2-17



Board of Directors' Report

2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)

2.2 Financial information by operating segments (Cont.)
2.2.6 Financing expenses in operations which are not allocated to segments

Financing expenses in the reporting period amounted to a total of approximately NIS 194 million, as
compared with approximately NIS 186 million in the corresponding period last year. The in the reporting
period was mostly due to the increase of 5.3% in the consumer price index, as compared with the increase
of 2.4% last year. This effect was partly offset by a prepayment penalty last year in the amount of
approximately NIS 17 million, with no similar effect during the reporting period.

Financing expenses during the quarter amounted to approximately NIS 50 million, as compared with
approximately NIS 57 million in the corresponding period last year.

The decrease in financing expenses was mostly due to the cost of exchange of deferred liability notes in
the corresponding quarter last year, which was partly offset by the increase of 0.9% in the consumer price
index, as compared with the increase of 0.2% in the corresponding period last year.

2.3 Principal data from the consolidated statements of financial position

2.3.1. Assets

As of December 31 Rate of change
NIS in millions 2022 2021 %
Other financial investments 38,314 36,902 4
Assets managed for others (non-nostro) in the Group (NIS in millions):
For investment-linked insurance contracts and investment contracts 89,692 93,439 (4)
For provident fund members V) 54,689 48,706 12
For pension fund members *) 111,832 106,808 5
Total assets managed for others 256,213 248,953 3
Total managed assets 294,527 285,855 3
*) Out of this amount, total assets managed by Atudot Havatika 12,168 13,573 (10)

1. The consolidated financial statements do not include the assets managed in provident funds (except for provident funds
regarding which Clal Insurance accepted upon itself an undertaking to deliver minimum guaranteed annual returns) and
pension funds. For additional details, see Note 3(a)(2) to the annual financial statements.
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2.3 Principal data from the consolidated statements of financial position (Cont.)

295

31.12.2020 31.12.2021 31.12.2022

Provident MPension MNostro B Insurance contracts and investment-linked investment contracts

2.3.2. Financial liabilities

As of the balance sheet date, the Group has deferred liability notes which were issued for capital purposes and
balances which are used for operating activities. The Company has no balance of debt other than balances for

operating activities. For details regarding a bond issuance in the amount of approximately NIS 400 million after the
reporting date, see Note 25 to the financial statements.
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2.3 Principal data from the consolidated statements of financial position (Cont.)

2.3.3. Capital and capital requirements

A. Capital requirements in accordance with the provisions for implementation of an economic solvency
regime (see section 1 below)

The insurance companies in the Group are subject to the provisions of the Solvency Il-based economic
solvency regime in accordance with the provisions of the Commissioner’s circular entitled “amendment to
the consolidated circular regarding provisions for the implementation of a Solvency ll-based economic
solvency regime for insurance companies”, which was published on October 14, 2020.

On November 29, 2022, the Company approved and published the economic solvency ratio report as of June
30, 2022, which is available on the Group’s website at
https://www.clalbit.co.il/aboutclalinsurance/financialstatementsandpressrelease/

Additionally, in accordance with the principles for calculating the deduction during the distribution period
under the Solvency IlI-based economic solvency regime, and in accordance with the instructions for adopting
the economic solvency regime, the deduction amount will be recalculated once every two years, or in case
of a significant change in major exogenous variables, in the insurance company’s risk profile or business
structure, and in accordance with the Commissioner’s requirements, if he believes that a change in
circumstances has occurred since then. In light of the significant change in the risk-free interest rate curve
and the update to the set of demographic assumptions in life insurance, the Company recalculated the
deduction amount as of June 30, 2022, which was updated to a total of NIS 5,617 million.

It is noted that the calculation of the economic solvency ratio is based on data and models which may differ
from those used by the Company in the financial reports, and which are based, inter alia, on forecasts and
assumptions which rely, for the most part, on past experience. In particular, and as specified in the economic
solvency regime circular, the calculation of the economic solvency ratio is significantly based on the
embedded value calculation model. For additional details regarding the capital requirements which apply
to the Group’s member companies, see Note 16(e) to the annual financial statements.

For additional information, including a general description of the economic solvency regime, the general
underlying principles of the regime, the methodology for calculation of the economic balance sheet and of
the solvency capital requirement, provisions with respect to the distribution period, a general overview of
directives issued by the Commissioner of Capital Markets in connection with the economic solvency ratio
report, definitions of key concepts, remarks and clarifications, see also sections 1, 3.1, 4.1 and 5.1 of the
economic solvency ratio report of Clal Insurance as of June 30, 2022.

The solvency ratio as of June 30, 2022 does not include the impact of the Company’s business activities
during the period from June 30, 2022 until the publication date of this report. For details regarding
additional events during and after the reporting period, see section 2.1 above.

The Company’s calculation as of June 30, 2022 was not audited or reviewed by the auditors.

Presented below are data regarding the solvency ratio and minimum capital requirement of Clal Insurance
in accordance with the Solvency Il regime.
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2.3.3. Capital and capital requirements (Cont.)

A. Capital requirements in accordance with the provisions for implementation of an economic solvency

2-21

regime (Cont.)

1. Economic solvency ratio

As of
As of June 30, December 31,
2022 2021
Unaudited
and Audited*)
NIS in millions unreviewed
Equity for the purpose of the solvency capital requirement 14,770 15,520
Solvency capital requirement 8,303 9,261
Surplus 6,467 6,259
Economic solvency ratio (in percent) 178% 168%
Impact of significant equity transactions which took place during the
period between the calculation date and the publication date of the
Company’s economic solvency ratio report
Raising (repayment) of equity instruments 495
Deviation from quantitative limits (444) -
Equity for the purpose of the solvency capital requirement 14,821 5,5201
Surplus 6,518 6,259
Economic solvency ratio (in percent) 179% 168%

*) The audit was conducted in accordance with ISAE 3400 - The Examination of Prospective Financial Information.

For details regarding the solvency ratio without implementation of the transitional provisions in the
distribution period, and without adjustment of the stock scenario, and regarding the target solvency
ratio and restrictions which apply to the Company regarding dividend distributions, see section 3

below.

For events during the reporting period and after the reporting date, and for their potential effects on

the solvency ratio, see sections 2.2 and 2.1 above.

2. Minimum capital requirement (MCR)

As of
As of June 30, December
2022 31, 2021
Unaudited and
NIS in millions unreviewed Audited
MCR 2,076 2,315
Equity for the purpose of MCR 11,084 11,575

3. Solvency ratio without implementation of the transitional provisions in the distribution period,

and without adjustment of the stock scenario

In accordance with the letter which was published by the Authority in October 2017 (hereinafter:
the “Letter”), an insurance company will be entitled to distribute dividends only if, after the
performance of the distribution, the company has a minimum solvency ratio of 100% according to
the economic solvency regime, calculated without the transitional provisions, and subject to the
solvency ratio target which was determined by the insurance company’s Board of Directors. This
ratio will be calculated without the expedient which was given with respect to the original
difference attributed to the acquisition of the activities of provident funds and managing
companies. The letter also included provisions regarding reporting to the Commissioner.
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2. Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)
2.3 Principal data from the consolidated statements of financial position (Cont.)

2.3.3. Capital and capital requirements (Cont.)

Presented below are data regarding the Company’s economic solvency ratio, calculated without
the provisions with respect to the distribution period and the stock scenario adjustment.

Solvency ratio without implementation of the transitional provisions in the distribution period, and

without adjustment of the stock scenario

As of
As of June December 31,
30, 2022 2021
Unaudited
and
NIS in millions unreviewed Audited
Equity for the purpose of the solvency capital requirement 11,073 11,058
Solvency capital requirement 10,775 12,034
Surplus (deficit) 297 (976)
Economic solvency ratio in percent 103% 92%
Impact of significant equity transactions which took place during the
period between the calculation date and the publication date of the
Company’s economic solvency ratio report
Raising of equity instruments 495 -
Deviation from quantitative limit (285) -
Equity for the purpose of the solvency capital requirement 11,283 11,058
Surplus (deficit) 507 (976)
Economic solvency ratio in percent 105% 92%

The capital surplus in light of the equity transactions which were
executed during the period between the calculation date and the
publication date of the economic solvency ratio report, relative to
the Board of Directors’ target (see section B below):

Target economic solvency ratio of the Board of Directors (in percent)
Capital surplus / deficit relative to target

2-22



XcLaL

INSURRNCE ENTERPRISES HOLDINGS LT, Annual Report as of December 31, 2022

2.

2.3

2.4.

2-23

Board of Directors’ Remarks Regarding the Corporation’s Business Position (Cont.)

Principal data from the consolidated statements of financial position (Cont.)

2.3.3. Capital and capital requirements (Cont.)

The Company'’s capital target

The policy of management is to maintain a stable capital basis in order to guarantee its solvency and its ability
to fulfill its undertakings to policyholders and to other interested parties, to maintain the Company’s ability to
continue its activity in order to generate returns for its shareholders, and to support future business activity.
The Company is subject to capital requirements which are determined by the Commissioner.

The Board of Directors of Clal Insurance established a capital management policy, according to which the target
range for the economic solvency ratio of Clal Insurance will be in the range of 150%-170%. It also determined a
minimum solvency ratio target of 135%. These targets apply to the solvency ratio in consideration of the
deduction amount during and after the distribution period. The solvency ratio of Clal Insurance, without taking
into account the transitional provisions, will be created according to these targets by the end of 2032. The
capital management policy and the capital targets are dynamic, and may be updated will update in accordance
with the risk appetite of Clal Insurance, and developments in the business environment.

As of June 30, 2022, the last calculation date, the Company is above the upper limit of the determined target.
It is hereby clarified that the foregoing does not guarantee that the Company will meet the determined targets
at all times. It is noted that this policy does not apply, at this stage, to dividend distribution targets.

Issuance of bonds (Series L)

In September 2022, Clalbit Finance Ltd. issued to the public bonds (Series L) in the amount of NIS 495 million.
the bonds are recognized as Tier 2 capital in Clal Insurance. For additional details, see Note 25(b) to the financial
statements.

Financing sources

The Company considers it highly important to maintain and hold sufficient cash balances, in a manner that will
allow it to repay its current liabilities, guarantees and letters of indemnity which it provided for the liabilities of
wholly owned investee companies (see Note 38(d)(1) to the annual financial statements), and also to support,
insofar as required, the capital needs of Clal Insurance and the liquidity needs with respect to the operations of
other investee companies in the Group. Additional financing sources include, inter alia, dividend distributions
from investee companies and the option to dispose investments in investee companies, debt raisings from the
banking system and/or from the public, and capital raisings.

2.4.1. Liquid resources and credit facilities *)

The following are data regarding the principal liquid resources of the Company:

Proximate to the

Balance as of Publication date
NIS in millions December 2022 of the report *¥*)
Liquid resources of the Company (standalone) 724 310

*) As of the reporting period, the Company has no credit facilities.
**) For details regarding the bond issuance and payments which were made as part of the acquisition of Max, see
Note 42(j) and 42(m) to the financial statements.

2.4.2. Financing characteristics

A. The Company, due to its status as a holding company, evaluates, within the context of financing and
liquidity, the value of its assets against its liabilities, as well as the existence of liquid resources available
to it, and also evaluates the reasonable accessibility of those resources, as required to continue its
operations.

B. The Company’s operations (investments, general and administrative expenses and dividend
distributions) are generally financed by dividends received and capital raised from investee companies,
by loans from banking corporations, and by considerations received from the sale of assets.

C. For details regarding the main financial movements in the Company (standalone), see the interim cash
flow data attributed to the Company itself (standalone), which are included in the interim report.

D. For details regarding the Company’s distributable earnings, which are adjusted to the Company’s
capital requirements, and regarding capital and capital requirements in the consolidated institutional
entities and other companies in the Group, see Note 16 to the annual financial statements.
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3. Material developments and changes in the macroeconomic environment during the reporting year
Presented below are the major trends and significant changes in the macro-economic environment during and
after the reporting period:

An inflationary outbreak was recorded in the global economy, including in Israel, which was reflected both in the
increase of the inflation rate during the reporting period, and in inflation forecasts. As part of the central bank’s
activities in an attempt to contain the trend of rising inflation, as stated above, sharp interest rate hikes were
implemented frequently in all developed markets, and monetary tightening measures were implemented. The
interest rate increase was recorded throughout the entire risk-free interest rate curve. For additional details and
the effects on the insurance reserves, see section 2.2 above.

Following the interest rate increases, significant declines were recorded in the leading indices on global stock
exchanges, including in Israel, in both equity and debt. For details regarding the consequences of the market
declines on the Company’s results, see section 2.2 above. The declines in capital markets and the monetary
tightening implemented by central banks caused a shock in the global banking system and the collapse of banks,
including SVB Bank in the US, and Credit Suisse.

In addition to these global phenomena, in Israel there has been uncertainty since the establishment of the new
government, which is driving significant changes in the legal system, leading to a wave of social protests, with
market effects as well, in addition to the global conditions of uncertainty in markets.

The Company, as a manager of long-term savings funds and other financial products, is exposed to these changes,
mostly on all matters associated with its nostro portfolio; the possibility of collecting variable management fees in
the future, and a decrease in the scope of managed assets in markets, and an increase in the scope of redemptions.

Parameter Data for the period

Developments in the National accounting figures indicate that growth data for the fourth quarter of 2022, relative to the third quarter,
Israeli economy and indicated an increase of 5.6% (annual rate), while in 2022, an increase in growth of 6.4% was recorded relative to
employment rate 2021 (annual rate). The main growth component in the fourth quarter was private consumption, which increased

during the quarter at an accelerated rate of 7.5%, mostly due to the rush to buy cars before January 1, 2023, due to
the increase in tax. After neutralizing vehicles, private consumption decreased by approximately 1.5% during the
quarter.

In January, the Bank of Israel published a growth forecast for 2023 which amounts to 2.8%, and for 2024, amounts
to 3.5% growth.

The surplus in Israel’s current account remained relatively stable in the fourth quarter, at around USD 5.3 billion.

In annual terms (2022) - The surplus in the current account amounted to USD 19.8 billion, as compared with USD
21.4 billion in 2021, and 22.7 billion in 2020.

In 2022, a budget surplus of 0.6% of GDP was accumulated (NIS 15.7 billion). The surplus was mostly created in the
first two quarters, thanks to below-budget government expenses, where the surplus amounted to over 1% of GDP,
although the surplus gradually deceased later in the year, and in recent months a surplus was not generated in
monthly terms, due to the decrease in tax revenues in the leading sectors of hi-tech and real estate.

According to the first estimate of the Accountant General, as of the end of February 2023, the budget surplus during
the last 12 months amounted to NIS 3.4 billion (0.2% of GDP). In February alone, the surplus amounted to NIS 2.7
billion, and cumulatively in January and February - NIS 16.7 billion.

Data regarding employment and available jobs in the labor market indicate a certain weakness in the hi-tech sector,
and a continued increase in unemployment was recorded, to 4.3% (as compared with 3.9% at the end of the third
quarter). The rate of participants in the workforce continues rising, and as of the end of the quarter / year, it amounts
to approximately 63.6%.

Available jobs - In December there was stability relative to November, although the rate of available jobs in the
market declined

mostly in the real estate, information and telecommunications sectors, and also in the lodging and food sectors.

Data of the Central Bureau of Statistics for December 2022 indicate that the average salary increased by 2.8% relative
to 2021, and amounts to NIS 12,120. The salary increase in the last year was less than the increase in inflation, such
that, in practice, real salaries eroded, and in combination with the significant increase in loan and mortgage
payments, the public’s disposable income eroded.

Inflation data Since the beginning of 2022, the global economy has seen high inflation rates. In Israel, inflation increased by 5.4%
in 2022, despite forecasts of 2.6% at the beginning of the year. This trend caused central banks to tighten their
monetary policies and to continue the process of raising interest rates. On average, inflation is forecasted at a rate
of approximately 3.3% in Israel in 2023.
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3. Material developments and changes in the macroeconomic environment during the reporting
period (Cont.)

Exchange
rates

In the fourth quarter of the year, the NIS gained vs. the USD by approximately 0.7%, while in summary
of 2022, it weakened by approximately 13%. Relative to the EUR, the NIS weakened in the fourth
quarter by around 7.5%, and in 2022, it weakened by around 6.5%.

The Bank of Israel’s balances in foreign currency as of the end of the fourth quarter amounted to USD
194 billion. The Bank of Israel did not make any significant foreign currency purchases in recent
months.

Development
of the
interest rate
and yields

Since the beginning of 2022, the Bank of Israel has raised the market interest rate 6 times, from 0.1% to
3.25% at the end of the year, and in the fourth quarter it increased the interest rate by 1%. It is noted
that after the balance sheet date, the interest rate was increased twice again, to 4.25% (as of February
23, 2023). Recently, the Governor of the Bank of Israel stated that, in light of the economy’s strength,
the Bank of Israel intends to bring the interest rate to a level that will contain inflation. The
considerations in support of the continued interest rate hikes include the strong labor market, the low
unemployment rate (although with a decline in the participation rate), and strong growth (in annual
terms).

During the year, the yield curves increased by 2% throughout the curves, and created major losses in
the government and corporate bond channels on the one hand, in addition to the sharp declines in the
stock channels, and on the other hand, resulted in a reduction of reserves in life, long-term care and
elementary insurance. After the balance sheet date, the trend of volatility in yield curves continued.

2-25



Board of Directors' Report

3.  Material developments and changes in the macroeconomic environment during the reporting period (Cont.)

Parameter Data for the period
Developments in the In percent 1-12 Q4
capital market in Israel Stock indices in Israel 2022 2021 2022 2021
and around the world (in Tel Aviv 35 (9.2) 32.0 (2.2) 9.8
terms of local currency) Tel Aviv 90 (18.2) 33.1 (7.9) 13.3
Tel Aviv 125 (11.8) 31.1 (3.7) 10.6
Tel Aviv Growth (32.3) 9.7 (15.6) 3.7
Bond indices
General (8.3) 4.0 (0.6) 1.3
Telbond CPI-linked (8.4) 7.9 (1.2) 1.2
Telbond NIS-linked (7.0) 3.0 0.1 0.8
Government CPI-linked (9.8) 7.4 (0.8) 3.2
Government NIS-linked (8.8) (0.8) (0.2) 0.9
Global stock indices
Dow Jones (9.1) 20.2 14.0 6.6
NASDAQ (34.0) 23.4 (2.2) 8.7
Nikkei Tokyo (9.4) 4.9 (1.2) (2.2)
CAC - Paris (8.5) 29.3 16.5 9.9
FTSE - London 1.3 14.8 9.8 4.6
DAX - Frankfurt (11.5) 15.8 18.2 3.9
MSCI WORLD (20.6) 20.8 5.6 7.1
For additional details regarding financial investments in the Company, see Note 14 to the financial
statements.
For details regarding the effects on the financial results, see section 2 above.
Global economic 2022 saw the central banks continued struggle against high inflation due to the expansionary monetary
developments policy which was adopted by the central banks in response to the coronavirus crisis. Most central banks

sharply raised interest rates, and in parallel, discontinued the quantitative easing measures.

The Russia-Ukraine war is continuing with no end in sight, after Russia, led by President Putin, invaded the
territory of Ukraine in February 2022. In response, Western countries imposed severe economic sanctions
on Russia. The war’s effects on the global economy in general, and on inflation in particular, are showing
in the form of shortages and a spike in energy and commodities prices, which caused, as the winter
approached suspicion, significant concerns of an energy crisis and recession due to the reliance on energy
from the Russian market. Due to a warmer winter than expected, and the creation of alternative reserves,
the European economy has avoided that crisis for now. Additionally, during the year there were market
pressures and concerns of a global economic downturn, rising inflation and additional interest rate hikes
by the central banks. The war could have far-reaching consequences, which cannot be predicted at this
early stage, with respect to the structure of the global economy and the geopolitical map.

USA - In the fourth quarter, the trend of deceleration in the economy continued, with a moderate slowing
of inflation, and GDP grew by 2.7% in the fourth quarter (lower than the forecasted increased of
approximately 2.9%), and by 2.1% in annual terms throughout 2022. During the fourth quarter the Fed
continued raising the interest rate by 125 basis points to 4.25%-4.5%, in response to the spiraling inflation,
which stands at 6.5% as of the end of the quarter (in annual terms), and the core inflation rate, which
stands at 5.7%. The market forecasts indicate continued interest rate increases in the coming months, and
most estimates indicate an additional 0.5% by mid-2023. In addition to the interest rate increase, the Fed
began implementing balance sheet reductions at a rate of approximately USD 60 billion per month. The
labor market remains strong, while the unemployment rate remains low, at 3.5% (as of the end of 2022),
and an ongoing increase in the number of new workplaces opened each month.

In March 2023, the American bank SVB, a local bank mostly specialized in banking for the technology and
startup sector, collapsed. The bank collapsed after it suffered a bank run, and was unable to meet the
monetary demands of deposit holders. This event resulted in intervention by the regulator, with full
coverage of the deposits in those banks, and the creation of a liquidity mechanism for banks facing a
liquidity crisis.

Europe - The Euro Bloc economy grew in the fourth quarter at a rate of 0.1%, and in all of 2022 at a rate
of 1.9%, in annual terms. The ECB continued the trend of rapid interest rate hikes, and raised the interest
rate to 2.5%, in response to rising inflation in the European Union (annual rate of 9.2% as of December
2022). The ECB began reducing its bond purchasing plans. The unemployment rate stabilized, and stands
at 6.6% as of December.

China - In the fourth quarter of 2022, China began a policy of emerging from the coronavirus crisis, and
canceled the prolonged self-isolation requirements for people entering the country, and many other
restrictions which had been imposed for 3 years. This change provided significant relief to the economy.
However, not all of the changes were felt in 2022. In the fourth quarter the Chinese economy did not grow,
while in 2022 as a whole, it grew at a rate of 2.9%. The central bank and government are continuing the
use of fiscal and monetary tools to support recovery in the economy.
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4.

4.1

4.2

4.3

Exposure to and management of market risks

Description of market risks and the effects of market risks on business results

The term “market risks” refers to the effect of changes in interest rates, inflation, foreign currency exchange
rates, stock prices, credit margins and other risk factors on the business results, equity, cash flows, and financial
assets and liabilities of the corporation and its value.

The Group’s business results are materially affected by changes in market risk factors. The sensitivity of
operations to market risks is due both to the direct effect of these changes on the nostro investments of the
institutional entities in the Group, and to the indirect effect of returns of funds of members and policyholders in
investment-linked policies, provident funds and pension funds, which are managed by those entities, on the
management fees which are charged by them. For details regarding the exposure to market risks and methods
for the management thereof in all of the Group’s operations, see Note 38 to the financial statements.

It is hereby clarified that in accordance with the Securities Regulations, sensitivity to changes in specific risk
factors which refer to exposures to market risks in operations which are not performed by the insurance
companies in the Group, i.e., financial exposures (assets and liabilities) with respect to the operations of the
Company itself, Clal Agencies, and Clal Finance.

Individual responsible for the management of market risks in the corporation

The individual in the Company who is responsible for managing market risks is Mr. Avi Ben Nun. Mr. Ben Nun
holds a BA in Economics and Business Administration, as well as an MBA, and has served as the Chief Risk Officer
of the Group’s institutional entities since 2020.

The corporation’s policy regarding the management and oversight of market risks

The main risks to which the Group is exposed are risks associated with the insurance operation, which is the
Group’s main operation. For a description of these risks, and methods for the management and oversight
thereof, on the level of the Group and on the level of the Company itself, see Note 38 to the financial statements.

Oversight of the fulfillment of the Group’s policy regarding the exposure to market risks is performed by the
management and Board of Directors of each of the Group’s member companies, with the assistance and
challenging of the risk management unit, as applicable, and through data from their investment and accounting
systems.

The Board of Directors believes that the quality of risk management in the Company is appropriate, in light of
the circumstances.

Sensitivity tests to market risks

Presented below is a summary of exposure and sensitivity to changes in risk factors for the years 2022 and 2021
(NIS in thousands):

Risk factor - linked interest

As of December 31, 2022
Profit / loss from the changes Profit / loss from the changes

Risk factor

Capital note towards
the insurance company

Total
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Maximum
increase in
the relevant
market factor

Increase of
10% in
market
factor

Increase

of 5% in
market
factor

Fair value of financial
instruments exposed to
the risk factor

Decrease
of 5% in
market

factor

Decrease
of 10% in
market
factor

Maximum
decrease in
the relevant

market
factor

(61,864)
(61,864)

(2,771)
(2,771)

(1,388)
(1,388)

489,285
489,285

1,393
1,393

2,791
2,791

73,705
73,705
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As of December 31, 2021:

Profit / loss from the changes

Profit / loss from the changes

Fair value of
financial Maximum
Maximum Increase of Increase instruments Decrease Decrease decrease in
increase in 10% in of 5% in exposed to of 5% in of 10% in  the relevant
the relevant market market the risk market market market

Risk factor market factor factor factor factor factor factor factor
Capital note
towards the
insurance
company (73,305) (6,020) (3,078) 518,422 2,868 5,872 89,235
Total (73,305) (6,020) (3,078) 518,422 2,868 5,872 89,235

The Company performed sensitivity tests to the various risk factors in the relevant activity. The evaluation
of the risk factors and the financial assets and liabilities was done pursuant to the Securities Regulations,
and based on the significance of the exposure. For details regarding additional sensitivity tests pertaining
to the Group’s entire activity, see Note 38 to the financial statements.

Main working assumptions:

A. Cash and cash equivalents, short term assets and liabilities (up to one year), and assets and liabilities at
variable interest, were not included in the evaluation of the exposure to changes in the interest rate curves.

B. Extreme values in the volatility of market factors were evaluated as the maximum daily changes in the last
10 years. The extreme scenario for interest rates as of December 31, 2021 and interest rates as of December
31, 2022, is an absolute change of 2% in the interest rate, which is in accordance with the Regulations of the
Israel Securities Authority regarding the minimum extreme scenario, which was chosen because the
evaluation did not find a higher daily change in the relevant interest rate curves in the last 10 years.

Calculation of fair value

For marketable assets, the market price was used as the fair value. For non-marketable assets, a
calculation of fair value was performed according to standard models for the calculation of fair value,
based on cash flow discounting.

4.4  Events after the reporting period

After the reporting date, in February 2023, the Company performed an issuance of NIS 249.1 thousand par value
of bonds (Series A), and of NIS 150 thousand of bonds (Series B), in accordance with a shelf offering report dated
February 9, 2023, which was published by virtue of the Company’s shelf prospectus. The issuance costs amounted
to a total of approximately NIS 3 million. The net issuance proceeds amounted to approximately NIS 397 million.
For additional details, see Note 25(c) to the financial statements. In light of the mix of the portfolio, which favors
bank deposits, the significant volatility in the first quarter of 2023 did not have a significant impact on market

risks.

The Board of Directors would like to express its appreciation to the employees, managers and agents of
the Group’s member companies for their contribution to the Group’s achievements.

Haim Samet
Chairman of the Board

Tel Aviv, March 30, 2023

Yoram Naveh
Chief Executive Officer
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Auditors’ Report

To the Shareholders of Clal Insurance Enterprise Holdings Ltd.

We audited the attached consolidated statements of financial position of Clal Insurance Enterprises Holdings Ltd.
(hereinafter: the “Company”) as of December 31, 2022 and 2021, as well as the consolidated statements of income,
comprehensive income, changes in equity and cash flows for each of the three years in the period ended December 31,
2022. These financial statements are the responsibility of the Company’s Board of Directors and management. Our
responsibility is to express an opinion on these financial statements, based on our audit.

We have not audited the financial statements of a company which is presented according to the equity method, the
investment in which amounted to a total of NIS 75,274 thousand and NIS 69,190 thousand as of December 31, 2022 and
2021, respectively, and where the Company’s share in that company’s profits amounted to a total of NIS 6,084 thousand,
NIS 18,573 thousand and NIS 167 thousand for the years ended December 31, 2022, 2021 and 2020, respectively. The
financial statements of that company were audited by other auditors, whose reports were presented to us, and our
opinion, insofar as it refers to the amounts which were included with respect to that company, is based on the reports of
the other auditors.

We conducted our audit in accordance with generally accepted auditing standards in Israel, including standards set forth
in the Auditors’ Regulations (Auditor’s Mode of Performance), 1973. Pursuant to these standards, we are required to
plan the audit and to perform it in order to obtain a reasonable measure of assurance that the financial statements are
free of any material misrepresentation. Performing an audit includes testing, on a sample basis, the evidence provided to
support the amounts and information presented in the financial statements. An audit also includes performing an
evaluation of the accounting principles used, and of the significant estimates made by the Company’s management, as
well as an evaluation of the overall adequacy of presentation in the financial statements. We believe that our audit, along
with the reports provided by the other auditors, provides a reasonable basis for our opinion.

In our opinion, based on our audit and on the reports of other auditors, the aforementioned consolidated financial
statements adequately reflect, in all material respects, the financial position of the Company and its consolidated
companies as of December 31, 2022 and 2021, as well as their operating results, changes in equity and cash flows for
each of the three years in the period ended December 31, 2022, in accordance with International Financial Reporting
Standards (IFRS), and in accordance with the disclosure requirements which were established by the Commissioner of
Capital Markets, Insurance and Savings, in accordance with the Control of Financial Services (Insurance) Law, 1981.

Furthermore, we believe that the aforementioned financial statements have been prepared in accordance with the
provisions of the Securities Regulations (Annual Financial Statements), 2010, to the extent to which these regulations
apply to a corporation which consolidates insurance companies.

Without qualifying our opinion, we hereby call the reader’s attention to that stated in Note 41 to the consolidated
financial statements, regarding the exposure to contingent liabilities.
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Key audit matters
The following key audit matters are matters which were communicated, or which were required for communication, to

the Bank’s Board of Directors, and which, in our professional judgment, were most significant in auditing the consolidated
financial statements for the current period. These matters include, inter alia, any matter which: (1) pertains, or may
pertain, to significant items or disclosures in the consolidated financial statements, and (2) where our judgment on the
matter was particularly challenging, subjective or complex. These matters were addressed in our audit and in the
formulation of our opinion regarding the consolidated financial statements in their entirety. The communication of the
following matters does not change our opinion regarding the consolidated financial statements, and we do not provide
through it a separate opinion regarding these matters or regarding the sections or disclosures to which they refer.

1) Measurement of liabilities with respect to insurance contracts in non-life insurance:

The consolidated financial statements as of December 31, 2022 include material liabilities with respect to non-
life insurance contracts in the amount of NIS 7,962,581 thousand, as described in Note 19 to the consolidated
financial statements.

As described in Notes 3(d)(1) and 38(e)(e2) to the consolidated financial statements, these liabilities are
measured according to the estimated cost of settling the insurance claims, and include the expected cost of
incurred and reported claims, incurred but not reported or incurred but not enough reported claims (IBNR and
IBNER), the unearned premium reserve, the premium deficiency reserve, and direct and indirect claim
settlement expenses.

The measurement of liabilities with respect to insurance contracts in non-life insurance is mostly based on
actuarial estimates. The actuarial estimate is based on statistical estimates which include an element of
uncertainty. The statistical estimates are based on various assumptions, which will not necessarily materialize.
The assumptions which are used in the actuarial forecast affect the measurement of the provision. The actual
cost of claims may be higher or lower than the statistical estimates.

Some insurance branches involve greater inherent uncertainty, particularly in compulsory motor and liabilities
claims, which are considered “long tail”, in which a long time sometimes passes from the occurrence of the
event until the final settlement date of the claim. Note 19 presents the development of the estimate regarding
liabilities in the compulsory motor and liabilities branches.

Due to the inherent uncertainty in estimates which are used to measure liabilities with respect to insurance
contracts in non-life insurance, we determined that the measurement of liabilities with respect to insurance
contracts in non-life insurance constitutes a key audit matter.

Audit procedures conducted in response to the key audit matter
The audit procedures we conducted in evaluating the measurement of liabilities with respect to insurance
contracts in non-life insurance included the following procedures:

e We evaluated the planning and implementation of internal controls which are associated with the process of
measuring liabilities with respect to insurance contracts in non-life insurance, and conducted procedures to
evaluate the effectiveness of those internal controls, including the controls in the environment of the
information systems which are used in data processing, and the flow of information for financial reporting.

e We evaluated whether the methodology for measuring the liabilities with respect to insurance contracts in
non-life insurance is applied in accordance with the requirements of IFRS 4, Insurance Contracts, and in
accordance with the requirements which have been established by the Commissioner of Capital Markets,
Insurance and Savings.

e We evaluated, with the assistance of actuarial experts on our behalf, on a sample basis, and based on our risk
assessment, the reasonableness of the main assumptions and figures which served as the basis for the
models which were applied in the measurement of liabilities with respect to insurance contracts in non-life
insurance.

e We applied analytical procedures in order to identify and analyze significant changes.
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2)

3-3

We also evaluated the adequacy of the main disclosures in the consolidated financial statements regarding
liabilities with respect to insurance contracts in non-life insurance.
Measurement of liabilities with respect to life and health insurance contracts:

The consolidated financial statements as of December 31, 2022 include material liabilities with respect to non-
investment-linked life and health insurance contracts in the amount of NIS 23,412,150 thousand, and material
liabilities with respect to investment-linked life and health insurance contracts in the amount of NIS 78,606,096
thousand, as described in Notes 17 and 18 to the consolidated financial statements.

As described in Notes 3(d)(1) and 38(el) to the consolidated financial statements, investment-linked and non-
investment-linked liabilities with respect to life and health insurance contracts are measured in accordance with
the directives of the Commissioner of Capital Markets, Insurance and Savings (regulations and circulars),
International Financial Reporting Standards, and generally accepted actuarial methods. Liabilities with respect to
life and health insurance contracts are measured, inter alia, based on an actuarial valuation which is prepared by
the supervising actuary of the consolidated insurance company according to the relevant coverage data, such as
the policyholder’s gender and age, length of coverage, insurance type, insurance amount, etc.

A significant part of the reserves with respect to life and health insurance contracts are based on actuarial

estimates and various assumptions. The measurement of reserves therefore involves inherent uncertainty.

These reserves mostly include:

e Supplementary pension reserve.

o LAT (liability adequacy test) reserve.

e Reserve with respect to paid annuities and ongoing paid claims in long-term care and loss of working capacity

insurance.
The main assumptions which are used in the process of measuring liabilities include assumptions in connection
with cancellations, operating expenses, returns, interest rates, illiquidity premiums, mortality, disability, annuity

realization rates, and morbidity rates. The assumptions are evaluated by the chief actuaries of the consolidated

insurance company each year using tests, past experience, and other relevant studies.

Due to the inherent uncertainty of the estimates which are used to measure liabilities with respect to life and

health insurance contracts, we determined that the measurement of liabilities with respect to life and health

insurance contracts constitutes a key audit matter.

Audit procedures conducted in response to the key audit matter

The audit procedures we conducted in evaluating the measurement of liabilities with respect to life and health
insurance contracts included the following procedures:

We evaluated the planning and implementation of internal controls associated with the process of measuring
liabilities with respect to life and health insurance contracts, and conducted procedures to evaluate the
effectiveness of those internal controls, including the main controls in the environment of information systems
which are used to process the data, and the flow of information for financial reporting purposes.

We evaluated whether the methodology for measurement of liabilities with respect to life and health insurance
contracts is applied in accordance with the requirements of IFRS 4, Insurance Contracts, and in accordance with
the requirements of the Commissioner of Capital Markets, Insurance and Savings.

We evaluated, with the assistance of actuarial experts on our behalf, on a sample basis, and based on our risk
assessment, the reasonableness of the main assumptions and figures which served as the basis for the models
which were applied in the measurement of liabilities with respect to life and health insurance contracts.

We applied analytical procedures in order to identify and analyze significant changes.

We evaluated, with the assistance of actuarial experts on our behalf, on a sample basis, and based on our risk
assessment, significant studies which were conducted by the Company during the reporting period, and their
application in the calculation of the reserves.

We also evaluated the adequacy of the main disclosures regarding liabilities with respect to life and health insurance
contracts in the consolidated financial statements.
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Fair value measurement of non-marketable investments:

As described in Notes 10, 13 and 14 to the consolidated financial statements, the balance of non-marketable
investments and the balance of investment property as of December 31, 2022 amounts to a total of approximately
NIS 51,088,593 thousand and approximately NIS 5,253,123 thousand, respectively.

The fair value of non-marketable debt assets measured at fair value, and of non-marketable debt instruments where
information regarding fair value was given for disclosure purposes only, is determined by discounting the expected
cash flows with respect thereto. The interest rates used for capitalization are determined by Mirvach Hogen Ltd.

The fair value of investments in non-marketable stocks is mostly based on external valuations, and in investment and
hedge funds, is mostly based on the fair value of the underlying assets or valuations, and is determined in accordance
with the funds’ reports. Valuation techniques are subjective by nature, and include various assumptions and the use
of estimates which significantly affect fair value.

The fair value of investment property is based on valuations which were prepared by external valuers, including
estimates and assumptions, such as estimated rental prices and capitalization rates.

Regarding some of the non-marketable investments, particularly those which are classified at level 3 of the fair value
hierarchy in accordance with IFRS 13, such as non-marketable stocks, investment funds and investment property, the
inherent uncertainty in the measurement of fair value is significant, since such measurement is based on data which is
not based on observable market inputs.

Changes in the estimates, assumptions or approximations which were used in the valuation could significantly affect
the determination of the fair value of non-marketable assets.

Fair value measurement also affects the allocation of the difference between the book value and fair value of the
assets which are not measured in the statement of financial position at fair value (“UGL”), for the purpose of
calculating the liability adequacy test (“LAT”).

Due to the inherent uncertainty of the foregoing estimates, assumptions and approximations, we determined that the
fair value measurement of non-marketable investments constitutes a key audit matter.

Audit procedures conducted in response to the key audit matter

The audit procedures we conducted when evaluating the fair value measurement of non-marketable investments

included the following procedures:

e We evaluated the planning and implementation of internal controls associated with the process of determining the
fair value of non-marketable investments, and conducted procedures to evaluate the effectiveness of those
internal controls, including controls over the adequacy of the data and assumptions which were used in the
valuations, and the reasonableness of the valuations.

e We evaluated the methodology used by the Group when measuring the fair value of non-marketable investments.

e We made inquiries with individuals in the Group’s finance and investment divisions, in order to gain an
understanding of material transactions, developments and revaluations during the period, and regarding
significant changes, if any, in the data, assumptions and models, relative to those which were used last year.

e Regarding certain valuations, we evaluated, with the assistance of experts on our behalf, the reasonableness of the
main estimates and assumptions which served as the basis for the valuation.

e We conducted a sample assessment of the fair value of non-marketable investments in the consolidated financial
statements, relative to the valuations which the Group received from external experts, against the rating company
guotes and against the consolidated financial statements and the reports of the investment funds, as applicable.

e We conducted a sample assessment of the database which was used for the purpose of receiving the rating
company’s quotes, against loan agreements.
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Tel Aviv,
March 30, 2023

3-5

We also audited, in accordance with Auditing Standard (Israel) 911 of the Institute of Certified Public Accountants in Israel,
“Audit of Internal Controls over Financial Reporting”, the Company’s internal controls over financial reporting as of

December 31, 2022, and our report dated March 30, 2023 includes an unqualified opinion regarding the effective
application of those controls.

Kost Forer Gabbay and Kasierer Somekh Chaikin
Certified Public Accountants Certified Public Accountants
Joint Auditors
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Consolidated Statements of Financial Position

As of December 31

NIS in thousands Note 2022 2021
Assets

Intangible assets 6 1,240,737 1,289,881
Deferred tax assets 23 17,106 14,738
Deferred acquisition costs 7 2,455,547 2,194,136
Property, plant and equipment 8 191,781 204,594
Right-of-use asset 27 483,190 487,688
Investments in investee companies accounted by the

equity method 9 167,641 171,563
Investment property for investment-linked contracts 10,13 3,778,012 3,140,825
Other investment property 10 1,475,111 1,250,884
Reinsurance assets 17,18 4,524,108 4,418,206
Current tax assets 23 293,431 1,359
Other accounts receivable 11 3,293,751 529,356
Outstanding premiums 12 852,878 748,255
Financial investments for investment-linked contracts 13 77,131,278 81,745,557
Other financial investments:

Marketable debt assets 14(a) 6,998,742 6,469,715
Non-marketable debt assets 14(b) 23,024,451 22,080,962
Stocks 14(d) 1,852,197 2,073,677
Others 14(e) 4,785,942 4,576,518
Total other financial investments 36,661,332 35,200,872
Cash and cash equivalents for investment-linked contracts 13,15(a) 8,458,337 9,992,795
Other cash and cash equivalents 15(b) 3,591,274 4,123,919
Total assets 144,615,514 145,514,628
Total assets for investment-linked contracts 13 92,463,316 95,456,521

The notes attached to the consolidated financial statements constitute an integral part thereof.
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INSURRNCE ENTERPRISES HOLDINGS LTD,

Annual Report as of December 31, 2022

Consolidated Statements of Financial Position as of December 31

As of December 31
NIS in thousands Note 2022 2021
Capital
Share capital 16 161,864 155,452
Premium on shares 2,127,387 1,641,507
Capital reserves 921,234 1,286,142
Retained earnings 4,784,752 4,641,888
Total capital attributable to Company shareholders 7,995,237 7,724,989
Non-controlling interests 65,396 62,184
Total capital 8,060,633 7,787,173
Liabilities
Liabilities with respect to non-investment-linked
insurance contracts and investment contracts 17,19,20,21,22 33,814,469 32,775,786
Liabilities with respect to investment-linked insurance
contracts and investment contracts 18,20,21,22 89,852,889 93,453,683
Deferred tax liabilities 23 572,506 766,572
Liabilities with respect to employee benefits, net 24 65,229 80,007
Lease liability 27 581,516 585,193
Other accounts payable 26 3,519,735 4,238,811
Current tax liabilities 23 17,441 61,252
Financial liabilities 25 8,131,096 5,766,151
Total liabilities 136,554,881 137,727,455

Total capital and liabilities

144,615,514

145,514,628

The notes attached to the consolidated financial statements constitute an integral part thereof.

March 30, 2023
Approval date of the financial Haim Samet Yoram Naveh Eran Cherninsky
statements Chairman of the Board Chief Executive Officer Executive VP

Finance Division Manager
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Financial Statements

Consolidated Statements of Income

For the year ended December 31

NIS in thousands Note 2022 2021 2020
Gross premiums earned 11,509,243 10,600,210 9,494,300
Premiums earned by reinsurers 1,665,074 1,587,711 1,466,514
Premiums earned on retention 28 9,844,169 9,012,499 8,027,786
Income (loss) from investments, net, and financing 29 (4,096,600) 13,931,324 5,050,742
Income from management fees 30 1,197,761 1,775,486 1,246,681
Income from commissions 31 383,006 336,823 311,268
Other income 470 1,038 645
Total income 7,328,806 25,057,170 14,637,122
Payments and changes in liabilities with respect to 4,749,258 22,139,990 11,989,849
Share of reinsurers in payments and change in liabilities

with respect to insurance contracts (1,008,236) (1,867,052) (974,301)
Payments and changes in liabilities with respect to 32 3,741,022 20,272,938 11,015,548
Commissions, marketing expenses and other acquisition 33 2,195,977 2,008,347 1,931,289
General and administrative expenses 34 941,258 973,100 933,903
Impairment of intangible assets 6 8,157 8,762 2,492
Other expenses 35 17,635 10,562 9,062
Financing expenses 36 234,583 231,842 154,699
Total expenses 7,138,632 23,505,551 14,046,993
Share in the results of investee companies accounted by

the equity method, net 9 3,424 29,231 (4,192)
Income before taxes on income 193,598 1,580,850 585,937
Taxes on income 23 67,561 494,385 143,274
Income for the period 126,037 1,086,465 442,663
Attributable to:

Company shareholders 120,528 1,081,773 438,676
Non-controlling interests 5,509 4,692 3,987
Income for the period 126,037 1,086,465 442,663
Earnings (loss) per share attributable to Company 37

Basic earnings per share (in NIS) 1.63 15.99 6.48
Diluted earnings per share (in NIS) 1.62 15.97 6.48
Number of shares used to calculate earnings per share 37

Basic 73,796 67,645 67,645
Diluted 74,327 67,743 67,645

The notes attached to the consolidated financial statements constitute an integral part thereof.
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ENTERPRISES HOLDINGS LT, Annual Report as of December 31, 2022

Consolidated Statements of Comprehensive Income

For the year ended December 31

NIS in thousands Note 2022 2021 2020
Income for the period 126,037 1,086,465 442,663
Other comprehensive income:

Components of other comprehensive income which, following

initial recognition in comprehensive income, have been or will

be transferred to the statement of income:

Foreign currency translation differences for foreign operations

carried to capital reserves 18,790 (7,360) (20,761)
Foreign currency translation differences for foreign operations

applied to profit and loss (438) 9,932 9,568
Change, net, in the fair value of available for sale financial

assets carried to capital reserves (298,635) 1,383,539 474,417
Change, net, in the fair value of available for sale financial

assets transferred to the statement of income (392,885) (938,758) (344,942)
Impairment loss with respect to available for sale financial

assets transferred to the statement of income 114,408 34,250 112,395
Other comprehensive income (loss) for the period which has

been or will be transferred to the statement of income, before

tax (558,760) 481,603 230,677
Tax (tax benefit) with respect to available-for-sale financial

assets (195,756) 164,035 80,817
Tax (tax benefit) with respect to other components 4,221 592 (2,425)
Tax (tax benefit) with respect to components of other

comprehensive income for the period which have been or will

be transferred to the statement of income 23(d) (191,535) 164,627 78,392
Other comprehensive income (loss) which, following initial

recognition under comprehensive income, have been or will

be transferred to the statement of income, net of tax (367,225) 316,976 152,285
Components of other comprehensive income which will not

be transferred to the statement of income:

Actuarial gains from defined benefit plan 11,354 5,448 15,723
Other comprehensive income for the period, before tax 11,354 5,448 15,723
Tax with respect to components of other comprehensive

income which will not be transferred to the statement of

income 23(d) 3,615 1,756 5,112
Other comprehensive income which will not be transferred to

the statement of income, net of tax 7,739 3,692 10,611
Other comprehensive income (loss) for the period (359,486) 320,668 162,896
Total comprehensive income (loss) for the period (233,449) 1,407,133 605,559
Attributable to:

Company shareholders (236,661) 1,401,634 601,743
Non-controlling interests 3,212 5,499 3,816
Total comprehensive income (loss) for the period (233,449) 1,407,133 605,559

The notes attached to the consolidated financial statements constitute an integral part thereof.
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Financial Statements

Consolidated Statements of Changes in Equity

Attributable to Company shareholders

Capital
reserve
Capital from
reserve with transactions
respect to Other with non- Non-
Share Premiumon Translation available for capital controlling Retained controlling
NIS in thousands capital shares reserve sale assets reserves interests earnings Total interests Total capital
For the year ended December 31, 2022
As of January 1, 2022 155,452 1,641,507 (21,480) 1,166,602 180,329 (39,309) 4,641,888 7,724,989 62,184 7,787,173
Income for the period - - - - - - 120,528 120,528 5,509 126,037
Components of other comprehensive income (loss):
Foreign currency translation differences for foreign
operations carried to capital reserves - - 18,790 - - - - 18,790 - 18,790
Foreign currency translation differences applied to the
statement of income - - (438) - - - - (438) - (438)
Change, net, in the fair value of available for sale financial
assets carried to capital reserves - - - (294,385) - - - (294,385) (4,250) (298,635)
Change, net, in the fair value of available for sale financial
assets transferred to the statement of income - - - (393,429) - - - (393,429) 544 (392,885)
Impairment loss with respect to available for sale financial
assets transferred to the statement of income - - - 114,221 - - - 114,221 187 114,408
Actuarial losses from defined benefit plan - - - - - - 11,324 11,324 30 11,354
Tax benefit (tax) with respect to components of
comprehensive income (loss) - - (4,221) 194,554 - - (3,605) 186,728 1,192 187,920
Other comprehensive income (loss) for the period, net of
tax - - 14,131 (379,039) - - 7,719 (357,189) (2,297) (359,486)
Total comprehensive income (loss) for the period - - 14,131 (379,039) - - 128,247 (236,661) 3,212 (233,449)
Transactions with shareholders which were carried
directly to equity:
Exercise and expiration of warrants for senior employees 1 182 - - - - (183) - - -
Issuance of share capital 6,411 485,698 - - - - - 492,109 - 492,109
Share-based payments - - - - - - 14,800 14,800 - 14,800
As of December 31, 2022 161,864 2,127,387 (7,349) 787,563 180,329 (39,309) 4,784,752 7,995,237 65,396 8,060,633

The notes attached to the consolidated financial statements constitute an integral part thereof.
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ENTERPRISES HOLDINGS LTD,

Annual Report as of December 31, 2022

Consolidated Statements of Changes in Equity (Cont.)

Attributable to Company shareholders

Capital
reserve
from
Capital reserve transactions
with respect to Other with non- Non-
Share Premium on Translation available for capital controlling Retained controlling
NIS in thousands capital shares reserve sale assets reserves interests earnings Total interests Total capital
For the year ended December 31, 2021
As of January 1, 2021 155,448 1,638,770 (23,460) 852,376 180,329 (39,309) 3,535,095 6,299,249 56,685 6,355,934
Income for the period - - - - - - 1,081,773 1,081,773 4,692 1,086,465
Components of other comprehensive income (loss):
Foreign currency translation differences for foreign
operations carried to capital reserves - - (7,360) - - - - (7,360) - (7,360)
Foreign currency translation differences for foreign
operations applied to profit and loss - - 9,932 - - - - 9,932 - 9,932
Change, net, in the fair value of available for sale financial
assets carried to capital reserves - - - 1,381,773 - - - 1,381,773 1,766 1,383,539
Change, net, in the fair value of available for sale financial
assets transferred to the statement of income - - - (938,154) - - - (938,154) (604) (938,758)
Impairment loss with respect to available for sale financial
assets transferred to the statement of income - - - 34,242 - - - 34,242 8 34,250
Actuarial losses from defined benefit plan - - - - - - 5,393 5,393 55 5,448
Tax with respect to components of comprehensive
income (loss) - - (592) (163,635) - - (1,738) (165,965) (418) (166,383)
Other comprehensive income for the period, net of tax - - 1,980 314,226 - - 3,655 319,861 807 320,668
Total comprehensive income for the period - - 1,980 314,226 - - 1,085,428 1,401,634 5,499 1,407,133
Transactions with shareholders which were carried
directly to equity:
Exercise and expiration of warrants for senior employees 4 2,737 - - - - (2,741) - - -
Share-based payments - - - - - - 24,106 24,106 - 24,106
As of December 31, 2021 155,452 1,641,507 (21,480) 1,166,602 180,329 (39,309) 4,641,888 7,724,989 62,184 7,787,173

The notes attached to the consolidated financial statements constitute an integral part thereof.
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Financial Statements

Consolidated Statements of Changes in Equity (Cont.)

Attributable to Company shareholders

Capital
reserve Capital
with reserve from
respect to transactions
available Other with non- Non-
Share Premium on Translation for sale capital controlling Retained controlling
NIS in thousands capital shares reserve assets reserves interests earnings Total interests  Total capital
For the year ended December 31, 2020
As of January 1, 2020 155,448 1,636,478 (14,692) 691,091 180,329 (39,309) 3,088,161 5,697,506 52,869 5,750,375
Income for the period - - - - - - 438,676 438,676 3,987 442,663
Components of other comprehensive income (loss):
Foreign currency translation differences for foreign
operations carried to capital reserves - - (20,761) - - - - (20,761) - (20,761)
Foreign currency translation differences for foreign
operations applied to profit and loss - - 9,568 - - - - 9,568 - 9,568
Change, net, in the fair value of available for sale financial
assets carried to capital reserves - - - 474,679 - - - 474,679 (262) 474,417
Change, net, in the fair value of available for sale financial
assets transferred to the statement of income - - - (344,823) - - - (344,823) (119) (344,942)
Impairment loss with respect to available for sale financial
assets transferred to the statement of income - - - 112,366 - - - 112,366 29 112,395
Actuarial gains from defined benefit plan - - - - - - 15,631 15,631 92 15,723
Tax with respect to components of comprehensive income
(loss) - - 2,425 (80,937) - - (5,081) (83,593) 89 (83,504)
Other comprehensive income (loss) for the period, net of
tax - - (8,768) 161,285 - - 10,550 163,067 (171) 162,896
Total comprehensive income (loss) for the period - - (8,768) 161,285 - - 449,226 601,743 3,816 605,559
Transactions with shareholders which were carried directly
to equity:
Exercise and expiration of warrants for senior employees - 2,292 - - - - (2,292) - - -
As of December 31, 2020 155,448 1,638,770 (23,460) 852,376 180,329 (39,309) 3,535,095 6,299,249 56,685 6,355,934

The notes attached to the consolidated financial statements constitute an integral part thereof.
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INSURANCE ENTERPRISES HOLDINGS LTO. Annual Report as of December 31, 2022

Consolidated Statements of Cash Flows

For the year ended December 31

NIS in thousands Annex 2022 2021 2020

Cash flows from operating activities

Before taxes on income (A) (2,174,553) 7,531,448 (1,295,034)
Income tax received (paid) (411,958) (439,747) 41,905
Net cash from (used in) operating activities (2,586,511) 7,091,701 (1,253,129)
Cash flows from investing activities

Consideration from disposal of property, plant and equipment 31 197 15
Consideration from disposal of investments in other investee 29,130 23,568 15,154
Consideration from disposal of investment in available for sale

financial assets by companies which are not insurance and 7,390 182,545 19,298
Investment in available for sale financial assets by companies

that are not insurance and finance companies (180,522) (64,498) (152,163)
Investment in shares and loans in investee companies (9,459) (14,923) (47,415)
Acquisition of newly consolidated company, less received cash (F) - (66,063) -
Investment in property, plant and equipment (22,078) (30,967) (22,970)
Investment in intangible assets (190,455) (191,889) (191,541)
Net cash used in investing activities (365,963) (162,030) (379,622)
Cash flows from financing activities

Issuance of share capital (after deducting issuance costs) 492,109 - -
Consideration from issue of deferred liability notes 495,183 731,383 -
Costs of issue and exchange of deferred liability notes (6,630) (6,625) -
Repayment of deferred liability notes - (529,838) (22,168)
Repayment of lease liability (74,762) (56,854) (44,049)
Paid interest on deferred liability notes (120,574) (122,047) (128,091)
Net cash used in financing activities 785,326 16,019 (194,308)
Impact of exchange rate fluctuations on cash and cash equivalent 100,045 (51,048) (64,231)
Net increase (decrease) in cash and cash equivalents (2,067,103) 6,894,642 (1,891,290)
Cash and cash equivalents at beginning of year (B) 14,116,714 7,222,072 9,113,362
Cash and cash equivalents at end of year (C) 12,049,611 14,116,714 7,222,072

The notes attached to the interim consolidated financial statements constitute an integral part thereof.
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Financial Statements

Consolidated Statements of Cash Flows (Cont.)

For the year ended December 31

NIS in thousands 2022 2021 2020

(A) Cash flows from operating activities before taxes on income 92

Income for the period 126,037 1,086,465 442,663
Items not involving cash flows:

The Company’s share in the profits of investee companies accounted by

the equity method (3,424) (29,231) 4,192
Dividends received from investee companies accounted by the equity

method 212 172 766
Changes in liabilities with respect to non-investment-linked insurance

contracts and investment contracts 1,038,683 1,696,891 (366,015)
Change in liabilities with respect to investment-linked insurance contracts

and investment contracts (3,600,794) 16,162,319 5,458,360
Change in deferred acquisition costs (261,411) (197,492) 24,560
Change in reinsurance assets (105,902) (788,877) (77,519)
Depreciation of property, plant and equipment and right-of-use asset 91,011 90,659 88,447
Amortization of intangible assets 231,442 233,527 231,412
Impairment of intangible assets 8,157 8,762 2,492
Loss (profit) from disposal of property, plant and equipment 24 (178) 1
Loss (profit) from right-of-use asset 78 (316) (19)
Interest and linkage differences accrued with respect to deferred liability

notes and lease liabilities 194,202 169,146 143,345
Interest accrued and revaluation of liabilities to banking corporations and

others 1,996,139 1,076,639 379,270
Change in fair value of investment property for investment-linked

contracts (174,252) (194,459) 90,453
Change in fair value of other investment property (47,152) (79,500) 25,229
Share-based payment transactions 14,800 24,106 -
Net loss (profit) from financial investments for insurance contracts and

investment-linked investment contracts 5,980,011 (9,390,508) (2,274,816)
Taxes on income 67,561 494,385 143,274
Net loss (profit) from other financial investments:

Marketable debt assets (115,886) (174,727) (22,223)
Non-marketable debt assets (1,441,053) (862,291) 102,122
Stocks (54,820) (298,654) 17,373
Others 7,213 (552,670) (57,954)
Financial investments and investment property for investment-linked

contracts:

Acquisition of investment property (462,935) (137,136) (120,998)
Consideration from the sale of investment property - 234,212 84,473
Acquisitions net of financial investments (1,365,732) (1,556,288) (6,126,484)
Receipts (investments) from the sale of (investment in) available for

sale financial assets and investment property in insurance business

operations:

Marketable debt assets (1,114,647) (551,426) 213,935
Non-marketable debt assets 497,589 873,974 275,355
Stocks 61,292 167,345 (256,063)
Others 293,630 (250,291) (717,840)
Acquisition of other investment property (162,569) (55,341) (44,228)
Consideration from the sale of other investment property - 96,481 50,684

1) Cash flows from operating activities include cash flows with respect to acquisitions and net sales of financial investments and
investment property derived from activities with respect to insurance contracts and investment contracts.
2) Cash flows from operating activities include cash flows with respect to received dividends and interest, as specified in Annex

D.

The notes attached to the consolidated financial statements constitute an integral part thereof.
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INSURANCE ENTERPRISES HOLDINGS LTO. Annual Report as of December 31, 2022

Consolidated Statements of Cash Flows (Cont.)

For the year ended December 31

NIS in thousands 2022 2021 2020

(A) Cash flows from operating activities before taxes on income

(Cont.)

Changes in other items in the statement of financial position, net

Securities held for trading by consolidated companies which are not

insurance companies 3,556 (25,664) (1,580)
Other accounts receivable (2,764,395) 101,596 171,109
Outstanding premiums (104,623) (97,303) 49,196
Other accounts payable (1,003,171) 255,158 769,054
Liabilities with respect to employee benefits, net (3,424) 1,963 2,940
Total cash flows from operating activities before taxes on income (2,174,553) 7,531,448 (1,295,034)
(B) Cash and cash equivalents at beginning of year:

Cash and cash equivalents for investment-linked contracts 9,992,795 5,273,150 6,554,645
Other cash and cash equivalents 4,123,919 1,948,922 2,558,717
Balance of cash and cash equivalents at beginning of year 14,116,714 7,222,072 9,113,362
(C) Cash and cash equivalents at end of year:

Cash and cash equivalents for investment-linked contracts 8,458,337 9,992,795 5,273,150
Other cash and cash equivalents 3,591,274 4,123,919 1,948,922
Balance of cash and cash equivalents at end of year 12,049,611 14,116,714 7,222,072
(D) Cash flows with respect to interest and dividends received,

included under operating activities:

Interest received 1,423,373 1,529,735 2,015,450
Dividend received 667,885 802,984 322,670
(E) Operations which are not associated with cash flows

Investment in assets against other accounts payable - 6,379 -
Payables - acquisition of associate company 9,512 - -
Repayment of deferred deposits against other accounts payable

(see Note 25) 263,672 - -
(F) Initial consolidation of acquired company:

Intangible assets - (78,638) -
Property, plant and equipment - (408) -
Right-of-use asset - (1,547) -
Other accounts receivable - (2,687) -
Liabilities with respect to employee benefits, net - 6 -
Lease liability - 1,950 -
Deferred tax liabilities - 7,159 -
Other accounts payable - 8,102 -
Total investment in acquisitions of newly consolidated companies - (66,063) -

The notes attached to the consolidated financial statements constitute an integral part thereof.
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INGURRNCE ENTERPRISES HOLDINGS LTD. Annual Report as of December 31, 2022

Note 1: General
A. Reporting entity

Clal Insurance Enterprises Holdings Ltd. (hereinafter: the “Company”) is a company registered in Israel, and
incorporated in Israel, whose official address is 36 Raul Wallenberg Rd., Tel Aviv. The Company’s securities are listed
for trading on the Tel Aviv Stock Exchange Ltd.

The consolidated financial statements as of December 31, 2022 (hereinafter: the “Financial Statements”) include the
statements of the Company and its subsidiaries (hereinafter, jointly: the “Group”), as well as the Group’s interests in
joint ventures and associates.

As of the publication date of the report, the Company is a company without a control core.

On December 8, 2019, the Company received a letter from the Commissioner (the “Commissioner’s Letter”), in
which the Commissioner announced, inter alia, that in light of the changes which occurred in the stake held by IDB
Development Corporation Ltd. (“IDB Development”)! in the Company, the Commissioner evaluated the issue of the
control of the Company. In accordance with the Commissioner’s letter, as part of the aforementioned evaluation, the
positions of the Ministry of Justice, the Israel Securities Authority and the Competition Authority were received as
well. The findings of the aforementioned evaluation, which, according to the Commissioner’s position, are based on
the Company’s representations, indicated that, as of the date of the letter, there is no entity which holds, directly or
indirectly, the Company’s means of control, in a manner which would create an obligation to obtain a permit for the
control of the Company in accordance with section 32(b) of the Control of Financial Services (Insurance) Law, 1981
(the “Insurance Law”), and therefore, the Company is required to receive a permit from the Commissioner for the
control of Clal Insurance Company (“Clal Insurance”). Further to the foregoing, on October 19, 2020 the Company
received a letter from the Commissioner entitled “update regarding the outline for exercising the means of control
of Clal Insurance” (which replaced the Commissioner’s letter on the subject dated July 21, 2020), specifying, inter
alia, the Commissioner’s reference to the arrangements which will apply to exercising the Company’s means of
control in Clal Insurance, the appointment of directors in Clal Insurance and in the Company, and participation in the
general meeting of Clal Insurance (the “Outline for Exercising the Means of Control”). On November 30, 2020 and
December 25, 2022, clarification letters were received from the Commissioner, in connection with the outline for
exercising the means of control. For additional details regarding the control outline, including regarding the
appointment of directors in the Company and in Clal Insurance, see section c(2) below. The outline for exercising
control, including the received letters, replaces the need for a control permit.

On March 27, 2023, the Company received a letter from the Commissioner (hereinafter: the “Commissioner’s
Letter”), which included, inter alia, an update to the insurer license of the institutional entities which are controlled
by the Company, and conditions which will apply to the Company in connection with the holding of the means of
control of Clal Insurance; It was determined that the outline which was created for exercising the means of control of
Clal Insurance (see section 1C below) will remain in effect, and reference was given to aspects of the Company’s
financial stability, and its obligation towards Clal Insurance, due to the transaction to acquire Max IT Finance Ltd. For
additional details regarding financial liabilities, see Note 16 to the Company’s financial statements.

B. Developments during the reporting period with respect to the control and holding of the Company and of Clal
Insurance

In accordance with the provisions of the Control Law, the holding of more than five of a certain type of means of

control of an institutional entity is conditional upon the receipt of a permit for the holding of means of control from

the Commissioner, and the control of an institutional entity or insurance agency also requires a permit from the

Commissioner.

As of the publication date of the report, to the best of the Company’s knowledge, several entities have received a

permit for holding means of control, including institutional entities.

For details regarding the holding permit which was given to Mr. Alfred Akirov, see section B1 below.

1 In accordance with the Commissioner’s directives, during the period from 2017 to January 2021, all of the Company’s shares
which were held by IDB Development were sold, directly and through the trustee for the Company’s control shares, including
some through swap transactions, which, as of the reporting date, have all concluded.
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Note 1: General (Cont.)

B. Developments during the reporting period with respect to the control and holding of the Company and of Clal
Insurance (Cont.)

It is noted, in accordance with information which the Commissioner gave the Company, that on March 29, 2022 the
Commissioner granted to Mr. Shalom Shai and Ms. Natala Shai a permit to hold up to 10% of the means of control of
the Company and of the institutional entities which are under its control. As of the present date, the above hold,
together with Dona Engineering & Construction Co. Ltd., around 5.41% of the shares of Clal Holdings.

Among the other conditions of the permit, it was determined that the permit holders may not enter into any
arrangement or agreement with any third party which pertains to the holding of the permit holders’” means of
control of the Company and of the institutional entities which are under its control, without the Commissioner’s
advance written approval.

The permit holders also undertook towards the Commissioner not to act, independently or together with others, in a
manner which would create for them control of the Company, and they also undertook not to collaborate with any
other holder of the Company’s means of control regarding voting to appoint directors, or regarding the
discontinuation of a director’s tenure, or on any other matter which may be presented to the general meeting for a
vote.

It is hereby clarified that, as of the publication date of the report, the obligation to report to the Company regarding
the stakes of shareholders in the Company applies only to interested parties, as defined in the Securities Law, 1968,
and that the Company has no information regarding the status of the holding permits, or any changes which have
made thereto, beyond the above.

B.1. Holding permit for Mr. Alfred Akirov and request for a control permit -

On May 11 and 12, 2020, Clal Insurance received copies of the Commissioner’s letters to Mr. Moshe (Mori) Arkin and
to Mr. Alfred Akirov (to each of them separately), in which he clarified, further to the reports dated May 6 and 10,
2020, that the holding permit which was given to Mr. Arkin, with respect to the holding of up to 8% of the
Company’s shares, and the holding permit which was given to Mr. Akirov, for the holding of up to 10% of the
Company’s shares, dated April 5, 2020, does not allow them, or any other party on their behalf, to take action, either
independently or together with others, in a manner which would result in their ability to direct the activity of Clal
Insurance, inter alia, through involvement in decision making processes regarding the appointment of its directors
and officers. It is noted that, to the best of the Company’s knowledge, as of the present date Mr. Arkin does not hold
any of the Company’s shares, and Mr. Akirov holds 15% of the Company’s shares.

It is noted that, in accordance with information which the Commissioner gave the Company, on July 1, 2021 the
Commissioner granted to Mr. Alfred Akirov, Mr. Georgi Akirov and Ms. Sharon Akirov (hereinafter: the “Permit
Holders”) a permit to hold up to 15% of the means of control of the Company and of the institutional entities which
are under its control. Among the other conditions of the permit, it was determined that the permit holders may not
enter into any arrangement or agreement with any third party which pertains to the holding of the permit holders’
means of control of the Company and of the institutional entities which are under its control, without the
Commissioner’s advance written approval. The permit holders also undertook towards the Commissioner not to act,
independently or together with others, in a manner which would create for them control of the Company, and they
also undertook not to collaborate with any other holder of the Company’s means of control regarding voting to
appoint directors, or regarding the discontinuation of a director’s tenure, or on any other matter which may be
presented to the general meeting for a vote.

To the best of the Company’s knowledge, according to information which was made public but was not submitted to
it, the permit holders contacted the Commissioner with a request for a permit for the control of the Company and of
the institutional entities under its control.

In accordance with the immediate report of Alrov Properties and Lodgings Ltd. (“Alrov”) dated March 15, 2022,
discussions are being held between Alrov and the Commissioner, in which Alrov proposed several possible outlines
for the issuance of a control permit to acquire an additional 15% of the Company’s shares, in connection with its
compliance with the Concentration Law. In accordance with