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GREETINGS FROM THE
CHAIRMAN AND THE
PRESIDENT & CEO

We are honored to present the Corporate Social Responsibility Report ("CSR") of
e Discount Bank for 2017. The publication of the CSR Report reflects Discount

Bank's deep commitment to the subject of social and environmental responsibility,
including in matters of corporate governance.

The Vision of the Bank was formed and approved in 2017: "We shall endeavor to become the
best Bank for its customers, permitting over a period of time, growth and financial solidity
by means of adapted, professional and fair banking." Within the framework of assimilating
the Vision, the Bank adjusts to the changing world and creates innovative banking models
providing customers with an advanced service tailored to their needs. In the meantime, the
Bank has invested in a number of innovative initiatives in the fintech and innovation field.

This is the seventh CSR Report published by Discount Bank. In our 2015 Report, we have
included for the first time the principal subsidiaries in Israel: Mercantile Discount Bank
and ICC. The disclosure regarding the said subsidiary companies has been enlarged and
intensified in this report, reflecting their acclaimed activity in the social responsibility field.
Within the framework of this process, in this report we have begun the process of gradually
integrating the subsidiary IDB Bank, a process that will continue also in the next reports. In
addition, we decided this year to strengthen the CSR management at the Bank and the Group
in a gradual, multi-year process, within the framework of which, the policy and goals of some
material topics were examined and validated. Over the coming two years, we will continue
with this process until all the topics defined as having high materiality have been covered. At
the same time, the report itself has been upgraded - both in its preparation and in its design.

Within the framework of the Group's activity towards the creation of joint value for the
customers, Discount Bank acts to develop and offer banking products for the advancement
of designated populations, such as households ("the family" program), small and minute
businesses, freelancers, women being victims of violence and students, while promoting
access to and knowledge in the financial education field. MDB focuses on creating value for
the non-Jewish customer population and for the Jewish ultra-orthodox (Haredi) customer
population. Furthermore, during the recent decade, MDB, jointly with the relevant government
factors, developed expertise in extending credit to small and medium businesses by means
of governmental funds for the support of businesses.

We believe that the nurturing of the human capital is a central factor in the promotion and
success of the Bank. Therefore, also in the current year we made considerable efforts in the
development and enrichment of our employees and among other things, we have worked

together with the employee representative committee to grant tenure to dozens of employees
with disabilities. We have positioned the value of volunteering as a leading organizational
value, and we encourage our employees to volunteer and contribute to the community.

Discount Bank has a long-standing tradition, which began with the founding generation,
whereby the Bank is involved and active in Israeli society and its communal life. Within the
scope of its social involvement and commitment, the Bank will continue to take action to
advance weak populations and encourage its employees to participate in activities for the co
mmunity, thereby strengthening its social contribution as an organization and as individuals.
Furthermore, the Bank is acting and will continue to act in order to integrate environmental
considerations as part of its business strategy and credit policy.

The Discount Group works determinedly and continually to strengthen aspects of corporate
governance and the group management, supports the integration of risk management
processes and aspects of fairness and decency within the ongoing endeavors.

In 2010, the Bank joined the United Nations Global Compact initiative. This report
constitutes also an annual update of this initiative in respect of 2017. In this respect we
reiterate the Bank's commitment to the Global Compact initiative and to its ten principles.
Publication of the CSR Report was made alongside additional reporting frameworks:
to the Maala Organization, to the VIGEO EIRIS research body and to the greenhouse
gas emission reporting and recording center of the Israel Ministry of Environmental
Protection. This reporting structure reflects the Bank's and the Group's commitment for
transparency and for broadening its activity in social responsibility areas.

The CSR Report presented below is not only a report or summary of activities, but is also,
and mainly, a promise to continue the activities of the Bank and its employees in servicing its
customers, with fairness and decency, continuing to work opposite the stakeholders of the
Bank and for the community alongside we work.

On behalf of ourselves and the members of the Board of Directors and Management of the
Discount Group, we support all the volunteers being employees of the Discount Bank Group,
and all those involved in the social activities and projects led by the Group.

Shaul Kobrinsky
Chairman of the
Board of Directors

Lilach Asher-Topilsky

December 23,2018 President & CEO
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DISCOUNT'S
SEVENTH
CORPORATE SOCIAL
RESPONSIBILITY

REPORT

THE PUBLICATION OF THE CSR REPORT FORMS AN
EXPRESSION OF THE BANK'S COMMITMENT FOR
SOCIAL RESPONSIBILITY ISSUES AND FOR THEIR
IMPORTANCE AS PART OF THE DISCOUNT GROUP
ORGANIZATIONAL CULTURE. WE AT DISCOUNT
BELIEVE THAT THIS REPORT WILL SERVE THE
VARIETY OF CATEGORIES OF OUR STAKEHOLDERS
AND WILL FACILITATE THE PROMOTION OF
DIALOGUE, INTENSIFYING THE RELATIONSHIP AND
HEIGHTENING COOPERATION.

s
/J =

1 102-45, 102-48, 102-49, 102-54.

On the background of
developments regarding
the issue of corporate

responsibility reporting, and in view
of the importance that the Supervisor
of Banks attributes to the activity of
banking corporations in this respect,
the banking corporations heading the
banking groups, in accordance with the
Reporting to the Public Directives, are
required since 2012 to publish reports
concerning corporate responsibility for
a period of up to two years.

The Bank was the first banking
corporation to issue a CSR Report in
Israelin 2005 (for the years 2003-2004).
The second CSR Report was published
in 2009 (for the years 2007-2008). The
Bank's Third CSR Report (for the years
2012-2013) was published in 2014. The
Bank's fourth CSR Report (for the year
2014) was published at the beginning
of 2016. The Bank's fifth CSR Report
(for the year 2015) was published
at the end of 2016. The Bank's sixth
CSR Report (for the year 2016) was
published in November 2017. The
publication of the Seventh CSR Report
forms an expression of the Bank's
commitment for social responsibility
issues and for their importance as part
of its organizational culture. It is the
Bank's intention to continue to publish
a CSR Report every year.

The report has been prepared on the
basis of the GRI Standards, of the GRI
organization, in accordance with the
Comprehensive option and reviews the
Bank's processes in Israel.

In this report, we are continuing and
expanding the process of including
the principal subsidiaries in lIsrael -
Mercantile Discount Bank ("MDB") and

ICC. The reports of these subsidiaries
are at the "Core" reporting level, and
as regards many topics, they are very
near to the "Comprehensive" reporting
level. In addition, in this report, we
have begun the process of gradually
integrating the subsidiary IDB Bank,
a process that will continue also in
the next reports.The differences in
the regulatory, social and economic
environment in which the companies
in Israel operate, compared to the
environment in which the New York
subsidiary operates, requires the
exercise of considerable care in the
inclusion of information about IDB
Bank. Moreover, IDB Bank is in the
midst of assimilating a complex and
challenging strategic plan, which
requires substantial management
resources. In view of these
considerations, the inclusion of IDB
Bank in the CSR Report will be done
gradually over a number of years.

In order to reflect to stakeholders the
reporting position in these companies
in a transparent and orderly manner,
the Index contained in the Appendix to
the report assigned separate columns
to MDB, ICC and IDB Bank.

It is noted that the sections describing
policy or work procedures at Discount
Bank apply also to MDB and to ICC,
unless otherwise stated. On the other
hand, in light of the difference in
the environment in which IDB Bank
operates, wherever the description
relates to it - this will be stated
specifically.

The CSR Report is not just a reporting
framework, but a platform for ongoing
dialogue between the corporation and
its stakeholders and in the process of

writing this report, the Bank strives to
describe with maximum transparency
its activities in relation to topics that
are material to its stakeholders. The
Report addresses, in the relevant
contexts, the activities of the different
divisions of the Bank, including the
senior levels of Management. The
data presented in the Report were
processed according to the reporting
of the Bank's various units, striving
to build a data base that will enable
a comparison with data from past
years. The calculation methods that
are used have been noted in the places
where the relevant data are presented.
The report does not contain any data
that are in contradiction with the data
presented in previous CSR reports
published by the Bank. In cases where
previously published data had been
changed or corrected, this fact was
distinctly noted.

The CSR Report complements the
corporation's financial statements.
Whereas one presents the corporation's
financial performance, the second
presents the manner in which things
are done, the degree of importance
that the corporation attributes to the
aspirations of its stakeholders, and
its efforts to promote areas requiring
improvement.

In the process of writing this report,
the Bank strives to describe with
maximum transparency its activities in
relation to topics that it considers are
of interest to its stakeholders. We at
Discount believe that this Report will
serve the variety of categories of our
stakeholders (customers, employees,
suppliers, shareholders, the community
and environment), and will facilitate
the promotion of dialogue, intensifying

11
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the relationship and heightening

cooperation.

Compilation of thedataandits validation
was made with the assistance of
many functions at the Bank and at the
principal subsidiaries. The final draft
of the Report was passed for perusal
and approval by members of the Bank's
Management.

Social Responsibility Director

The Bank has a social responsibility

director appointed by the Bank's
Management. The appointment s
intended to strengthen the management
of the social responsibility field at the
Bank and reflects the importance
attributed by the Bank to this subject. The
director’'s task is to intensify the social
responsibility awareness of Bank
employees as well as of stakeholders, and
to formulate plans of action to achieve the
goals designated for this area.

The social responsibility director reports
to the head of the Human Resources and
Properties Division, who is in charge of
managing social responsibility at the
Bank's Management level.

MDB has appointed a social responsibility
director, whose duty is to increase
awareness to social responsibility
among the bank's employees. The
social responsibility director reports to
the Head of the Human Resources and
Administration Division.

ICChasappointed asocialresponsibility
director, who is responsible for
managing all social responsibility
issues at ICC. The director of social
responsibility management reports
directly to the General Manager of ICC.

The Board of Directors of IDB Bank has
appointed a Community Development
Act (CRA) Officer. The CRA Officer is
responsible for administering IDB Bank's
CRA program and for ensuring the Bank
meets the procedural requirements of
the CRA.

Distribution of the Report

The CSR Report in Hebrew may

be viewed on the Bank's website?
and in English on the Bank's Investor
Relations page?, on the website of the
GRI* and on the GC website® In
addition, Bank employees may view
the Report also on the employees'
portal.

In certain cases the report includes
reference to details presented in the
Bank's 2017 Annual Report and 2018
quarterly reports. These are available
for perusal at the Bank's website -
see above) (translation into English
of these reports is to be found in the
Investor Relations page, see above).
Furthermore, the reports are available
for perusal (in Hebrew) also at the
"Magna" website of the Israel Securities
Authority® and at the "Maya" website of
the Tel Aviv Stock Exchange Ltd’.

2 www.discountbank.co.il
3 www.discountbank.co.il/IR

4 http://database.globalreporting.org /companies/view/1806

5 http://www.unglobalcompact.org/participant/12568-Israel-Discount-Bank-Ltd
6 https://www.magna.isa.gov.il/details.aspx?reference=2014-01-017514&file=2&id=011 60

7 http://maya.tase.co.il/bursa/report.asp?report_cd=885621

In certain cases, the report refers to the
reports of MDB and of ICC. These reports
in Hebrew are available on the website
of MDB® and on the website of ICC® (in
English - annual reports only).

DIALOGUE WITH
STAKEHOLDERS"

Corporate responsibility reporting

rests on the approach that a
corporation must be accountable to the
society and the environment in which it
operates, and not only to its shareholders,
and we at Discount Bank believe that this
report will serve all our stakeholder
groups, and will facilitate the promotion
of dialogue, intensifying the relationship
and heightening cooperation.

A "stakeholder" is anyone that Discount
Bank influences or is influenced by:
customers, employees, suppliers,
shareholders, the community and the
environment (it should be noted that as a
financial corporation, in its main field of
activity - financial brokerage - the Bank's
vendors are essentially its customers,
which their activity as depositors serves
the Bank in providing financial resources.
Another significant party is contracted
workers, who are discussed in the
chapter dealing with employees).

Discount Bank promotes and encourages
an open discourse with all groups
of its stakeholders, arising from the

understanding thatin this way the Bank may
reach a better understanding of the needs
and wishes of each group. This dialogue
allows the Bank to enrich and improve
the existing partnership with each group,
to listen to and understand the different
perspectives existing in the field, and to
adapt the products and services offered by
the Bank in a way that would respond in an
optimal manner to these needs.

The dialogue platforms are numerous
and varied, and include inter alia, "round
table" meetings, surveys, conferences
and discussions in accordance with the
character of each group.

The dialogue with each group and the
issues that arose from this discourse
are detailed later in the report, under the
various stakeholders.

THE PROCESS OF
IDENTIFICATION OF
MATERIAL TOPICS"

Within the framework of the

preparations for the 2017 Corporate
Social Responsibility Report (this Report),
and in accordance with the requirements
of the GRI Standard according to which
this Report is being written, the Bank had
conducted a process validating and
updating the material topics, which
defines the corporate responsibility topics
to be reported by the Bank and at what

8 http://www.mercantile.co.il/MB/private/about-mercantile/financial-reports/annual reports

9 http://www.cal-online.co.il/he-il/Cal/CalServices/about/pages/financialReports

10 GRI 102-40, 102-42, 102-43, 102-44
11 102-46
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© THE MATERIAL TOPICS MATRIX
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g employment
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. Involvement in the local community
@ Indirect economic implications
‘ Training and development of
employees
2
o
|

@ Corporate governance

@ Responsible procurement

. Environmental and social risk

@ Management of the

Medium Low

Customer privacy

Accessibility for persons with
disabilities

Accessibility regarding

Social/environmental products
disadvantaged populations

Customer service

siapjoyayels

.................................................................................................

Customer diversity

management

environment field

@® Community @ Environment

Discount Bank

@® Employees Customers @ Corporate Governance

scope and order of importance.

The process of validation of the materiality
matrix and identification of the list of topics
having a material impact regarding the
stakeholders in the Bank for the year 2017,
included a comprehensive analysis of
the material topics existing at the leading
banks in Israel and in the global networks of
stakeholders (GRI, SASB), which had been
prepared for the Bank by the sustainability

and corporate responsibility group at
BDO Consulting. The said analysis rated
the material topics with respect to the
stakeholders according to a high, medium
or low level of importance.

At the same time, the Bank has
conducted a rating of the material topics

with respect to the Bank.

The process included also the focusing of

© MATERIAL TOPICS - REPORTING BOUNDARIES™

The GRI topic

Economic performance

_Fairness of products o Marketi
..‘Aqvancemg‘nt of Fingncial Edu'gation """"""" Markef;i
Regulatory Compliance Socio E

Work environment and conditiohs of

Employment

Limit of the impact
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Within and outside the organization

Within th:e organization

Within the organization

employment

Occupational Health and Safety

Within the organization

Labor/Management Relations

~ Within the organization

Within the organization

Indirect economic impacts

Training and development of employees

Training and Education

Within the organization

Within and outside the organizaf:i:on
Within and outside the organization

Within the organization

the topics. In this framework, overlapping

topics belonging to the same content
world had been merged, with the intention
that focusing would enable the Bank to
manage and advance in a more efficient
manner the corporate responsibility topics,
and enable readers of the Report to obtain
a clearer image regarding the central topics
on the agendas of the Bank and of its
stakeholders.

The combination of the stakeholders'
interests and those of the Bank enabled
the creation of the materiality matrix, in
which a list of 20 topics had been formed.

Of the 20 corporate responsibility topics,
10 topics had been identified as material
requiring report. These topics are
topics rated at a high importance level
with respect to the Bank. In addition,
the Report also includes information
regarding topics not defined as material,
due to the wish of the Bank to promote
a high level of transparency and the
need to report data required by different
initiatives and frameworks of which the
Bank is a member.

Presented hereunder are the material
changes made to the material topics matrix
of the Bank:

1.Five new topics have been added to
the materiality matrix of the Bank:
"accessibility regarding handicapped
persons";"customerservice";"customer
diversity"; ‘"corporate governance"’,
"accessibility regarding disadvantaged

populations”.

It is noted that these topics had also been
reported by the Bank in earlier reports,
though they had not been defined as
material reporting topics.

2. A merger of topics dealing with the same
issue was made in several cases:

—>"Work environment and employment
terms” includes also the topics
of '"employee welfare", "work
environment complaints mechanism’,
"Management-employeerelations"and
"employeeunion”.

—> "Responsible procurement” includes

12 102-47.
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also topics of ‘"evaluation of the
supplier's work environment",
"evaluation of the supplier's influence
overhumanrights"and "environmental
evaluationofthe suppliers".

— "Diversification and equality of
opportunities” includes also topics of
"gender equality" and "prevention of
discrimination”.

—> "Management of the environment
field" includes the topics of "energy
consumption and higher efficiency",
"emission of greenhouse gases and air

pollutants”, "environmental investments”
and "consumption of materials".

3. The topics concerning "business
continuity”, "asset management and
screening” and ‘"sewage and waste"
were found to be immaterial to the
operations of the Bank and therefore no
longer appear in the matrix.

REPORTING TO THE
GLOBAL COMPACT

The Bank joined the United Nation

Global Compact initiative in
September 2010 and since then submits
an annual progress report regarding the
Bank’s social and environmental
activities. This report, as well as previous
CSR reports, constitutes an annual
progress report in respect of the years
2017, 2016, 2015, 2014 and 2013,
respectively. An Appendix to this report
includes an index comprising a cross-
reference table between reportable
items in accordance with the Global
Compact initiative and their reference in
this report.

DISCOUNT BANK AND
THE UNITED NATIONS'
SUSTAINABLE
DEVELOPMENT GOALS

193 member states of the United

Nations adopted in September 2015
the new agenda for the sustainable
development towards the year 2030, by
means of determination of the global goals
for sustainable development - the
Sustainable Development Goals (SDS's).

The development goals include 17 goals
and 169 targets, covering a wide range
of sustainability issues, which have been
adopted with the aim of replacing the
Millennium Development Goals, the validity
of which expired at the end of 2015.

The State of Israel is an active member of all
relevant platforms for the implementation
of the goals, being represented by officers
from the Ministry of Environmental
Protection and the Ministry of Foreign
Affairs. Realization of these goals requires
the cooperation of all sectors in the country
- governmental, business and civilian.
As inferred from the definitions of the
United Nations, a considerable part of the
implementation of the goals is based on
the business-private sector.

An analysis of the corporate social
responsibility aspect activity of Discount
Bank, as compared with the United Nations
goals, found 5 goals being most relevant
to the operations of the Bank. The efforts
made by the Bank in promoting these
goals are widely described in the relevant
parts of this Report.

GOAL NO. 8
DECENT WORK AND
ECONOMIC GROWTH

Meaning of the goal for Discount Bank:
As part of its business activity, the Bank
contributes to the growth of the economy
and the society in Israel.

The Bank aspires to be the best bank for
its customers, enabling economic growth
and financial stability over a long period of
time, by providing adapted, professional
and fair banking services.

The Bank diligently maintains its
employees' dignity, proper labor relations
and employee rights, in accordance with
the law and labor agreements.

The activity at the Bank:

Promotion of small and minute
businesses - one of the strategic focus
points of the Bank is the small and minute
businesses segment. The Bank assists
these businesses in various ways, among
which, promoting convenient solutions
for management of business (such as -
iCount) and development of a designated
and adapted service for freelancers;

“Family program" - a program enhancing
the financial power of customers having
family ties who hold different accounts
with the Bank, by focusing on the needs of
the customer and his family, turning them
into a single financial group enjoying a
variety of singular services and benefits,
in accordance with the combined data of
the participants in the program;

Financial education - the Bank
approaches its customers and the public
at large making the financial language
accessible to all age ranges, inter alia, by
increasing the awareness and importance

of long-term savings, sensible financial
conduct, investment channels in the
pension savings field and more.

MDB focuses on the creation of value for
the non-Jewish customer population and
for the ultra-orthodox (Haredi) customer
population.

GOAL NO. 10
REDUCING INEQUALITY

Meaning of the goal for Discount Bank:
The Bank views with importance the
diversification in employment, while
offering employment opportunities to
populations in the community which are
under-represented in the labor market.

The activity at the Bank:

Prevention of discrimination - the Bank
opposes discrimination of any kind
whatsoever, and applies this principle
when hiring employees, promoting them
and determining their employment terms;

Employment of populations which are
under-represented in the labor market
- Employment of handicapped persons,
persons of Ethiopian origin and ultra-
orthodox (Haredi) women, employment
of persons with special needs and
employment in the summer months of
youth having vision deficiencies;

Promotion of peripheral areas -
establishment of a telephone call center
at Nesher. ICC operates a service and
marketing center in Ashdod;

Employment of persons belonging to
minority population groups - MDB is
one of the largest employers of persons
belonging to minority population groups;

"Sprint Discount" - cooperation with the

The following goals are presented in accordance with their relevancy to the Bank's activities.

About the report > 17
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"Sprint for the Future" Association, which
develops and operates programs for the
advancement of youth at risk in peripheral
areas, with a view of reducing social gaps
and increasing social mobility by means of
education and knowledge;

Granting donations and sponsorships -
the Bank focuses the human and financial
resources on activities in aid of children
and youth at risk and distress situations,
conducted mainly in the education and
knowledge fields. This is based on the
concept that these fields comprise the
generator for personal and social success
of the said target populations.

GOAL NO. 9
INDUSTRY, INNOVATION
AND INFRASTRUCTURE

Meaning of the goal for Discount Bank:

Within the framework of its strategic
plan, the Bank aims at implementing
technological means which will intensity
customer experience, and aspires to
lead the personal and humane service
experience, based on listening to and
understanding the customers' needs, while
creating innovative and clear solutions.

The activity at the Bank:

"Fintech and innovation" - The Bank
creates innovative banking models
intended to provide customers with
advanced services adaptedto their needs.
In doing so the Bank invests in several
innovative initiatives in the fintech and
innovation fields, such as iCount, PayBox,
and "Didi" the digital representative;

Promotion of environmental credit -
extending credit to the solar energy field;

Sponsorships in the environment field.

GOAL NO. 4
QUALITY EDUCATION

Meaning of the goal for Discount Bank:
The Bank sees the education field as a
generator of personal and social success
of the individual. Respectively, the Bank
acts to promote quality education and
learning opportunities.

The activity at the Bank:

"Sprint Discount" program - the flagship
program of the Bank for the advancement of
education and knowledge in geographical
and social peripheral areas;

"Herzlillienblum Museum" - a private
banking museum intended to increase
knowledge in economics and financial
education fields;

Assistance to students - the Bank and MDB
offer students a variety of finance solutions
designed to respond to their special needs.
MDB operates a unique program for the
promotion of higher education in the
minority population groups.

GOAL NO. 16
PEACE, JUSTICE AND
STRONG INSTITUTIONS

Meaning of the goal for Discount Bank:
The Bank holds the funds and financial
assets of its customers. In such
operations, the most basic condition for
conducting business is the confidence
that the customers show towards the
Bank.

Accordingly, Discount Bank diligently
maintains the rules of ethics and
conducts its business in a legal and
fair manner, strictly abiding by the
provisions of the law and regulations in

its operations, and acts to fight bribery
and corruption.

The activity at the Bank:

Code of Ethics - based upon the Bank's
vision and values and comprises a
compass for the employees, directing
them towards proper, ethical and
appropriate conduct; The principal
subsidiaries have a code of ethics of
their own;

Corporate governance code - application
of the 'best practice" policy with respect
to corporate governance, which is based
upon the provisions of the law and
regulations applying to the Bank in this
field; The principal subsidiaries have also
adopted a corporate governance code;

Avoiding conflict of interests within the
Board of Directors - in addition to abiding
by proper conduct of banking business
directives, the corporate governance code
of the Discount Group states that the
Board of Directors shall determine a policy
and rules for the treatment of conflict of
interests designed to protect the Bank
from improper or illegal operations;

"Whistle blower" mechanism - a "hot
line" has been established at the Internal
Audit Division for the handling of
anonymous calls in respect of suspicion
of fraud and embezzlement, improper
accounting treatment, non-compliance
with the provisions of the law or material
deviations from the Bank's procedures.
Furthermore, a circular in this matter
has been published to the employees,
in which it is clarified that the Bank's
Management shall not allow any action
taken against employees who bona fide
had submitted complaints. A similar
mechanism operates at the principal
subsidiaries.

The following goals are presented in accordance with their relevancy to the Bank's activities.

ASSURANCE
EXAMINATION

The report has
undergone the GRI
Disclosure Service.

successfully
Materiality

The Bank's CSR Report has undergone
an assurance examination by an outside,
objective body - The Center for Quality
Assurance of CSR Reporting that operates
within the framework of the CSR Institute
at the College of Law and Business - which
determined that Discount Bank meets the
GRI requirements for the In Accordance
- Comprehensive reporting. The Report
presents fairly Discount Bank's activities
for the given period. Furthermore, the
Report is balanced and properly presents
Discount Bank's activities in the various
material topics, in financial sector activity
in Israel and for the Bank itself.

QUALITY ASSURANCE
STATEMENT:

DISCOUNT BANK - 2017
CORPORATE SOCIAL
RESPONSIBILITY REPORT

INTRODUCTION

The Corporate Social Responsibility

Institute is an independent public
body that works to promote the concept
of Corporate Social Responsibility The
Institute operates within the framework of
the College of Law and Business, which
is a private college (recognized by the
Council for Higher Education) for the
study of law and business administration.

About the report > 19
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The Institute’s work includes, inter alia, the
convening of professional meetings, the
writing of reports, research and market
surveys, the “conversion” into Hebrew of
applied methodologies from the rest of
the world, etc. In April 2018, Discount
Bank requested that the Institute instigate
a quality assurance process with respect
to its 2017 corporate social responsibility
report.

It is hereby declared that the Institute
receives a payment to cover the time it
invests in this process. Furthermore, it
should be noted that neither the Institute
nor Mr. Liad Ortar (who performed the
work) has any consultative business
relationship with Discount Bank and
that the quality assurance process was
conducted independently and without
bias. During the course of the quality
assurance process a draft of the report
was examined, comments were made and
the above quality assurance statement
was drafted.

WORK APPROACH

The quality assurance process for the
corporate social responsibility reports
is a process the object of which, first
and foremost, is to improve the quality
of the reporting products by means of
providing professional feedback. As part
of the process, it is examined whether
the report adequately complies with
three central principles:

1. Inclusiveness - relating fully to the
topics covered in the reporting process
itself and the how these are reported,
as well as the inclusion of a wide range
of stakeholders’ in the reporting.

2. Materiality - relating to the topics
that are material to the Company's
operations.

3. Responsiveness — reporting regarding
topics raised by the stakeholders.

FINDINGS

This is the seventh report that Discount
Bank has published and joins the trend
of sustainability reporting adopted by
the whole of the Israeli banking sector,
with this being in conformity with the
requirements of the Supervisor of Banks.
The report adopts the latest reporting
guidelines of the GRI and the SRS, while
complying with the broad reporting
framework known as "Comprehensive”. |
hereby declare that the Discount Group
has indeed complied with the scope of
disclosure and reporting at the requested
level and has demonstrated that it is in
compliance with the three principles
presented above.

This report, the seventh of its kind,
continues to show a trend of noteworthy
professional development. The linkage
to the United Nations’ sustainability
goals (the SDGs) undertaken by the
Bank this year is also worth noting. This
is a laudable measure that is in line with
a trend of adoption by corporations
throughout the world. | would like to
emphasize that this linkage is, as stated,
important and positive, but in the course
of the assimilation process it is expected
that the Bank will learn to identify not
only the mega goals but also the specific
secondary objectives and even the
appropriate performance indices and
will include such specific reporting in its
future reports.

Furthermore, | would like to note
favorably the two following aspects that
find expression in the report: the first is
the change in the report’s design and
the second is in the area of the banking
services for freelancers. With regard to

the design aspect, itis clearthat there has
been a significant change for the better
since the previous report for to 2016.
The report is now more readable and is
easier to understand for readers. With
regard to the service aspect, Discount
Bank is taking a major step in making
its services accessible to freelancers.
With the expected changes in the labor
market, it would appear that more and
more people are making their living as
freelancers from home or from shared
workspaces. This change also requires
adaptation on the part of the providers
of banking services and there can be
no doubt that this measure by Discount
Bank is a step in the right direction.

REMARKS REGARDING THE REPORT:

—> Timing of the report's publication
— This report is being published
toward the end of 2018 and in fact
represents the Bank's performance
in the period a year and more earlier.
This was also the case regarding the
previous report which was published
in November 2017. It is a well-known
and recognized fact that the banks’
financial reporting process is a tight
and meticulous process, supervised
by the responsible regulator, and the
target date for publicationis the end of
the first quarter of the year following
the year being reported. Despite all
the difficulties and organizational
challenges involved in doing so,
the target date for publishing the
sustainability report should be as
close as possible to the publication
of the financial statements. The ideal
situation would obviously be to publish
the two reports simultaneously,
thereby providing the interested
parties and the stakeholders with a
complete picture of the organization’s
performance.

— Dialogue with stakeholders - This
approach,underthe GRI’'s guidelines, is
aimed at opening up the organization
to receiving feedback concerning
its operations from the public and
from the social organizations that
are also involved in financial and
banking issues. A review of external
methodologies, such as those of the
GRI or the SASB, important as this
may be, is no substitute for direct
interaction with local stakeholder.
This dimension of dialogue is missing
from the report.

—> Consistency in the presentation of
goals —Some of thereport’s chapters
present clear goals, while others
do not. The setting of goals and
the ability to track their realization
in the coming reports constitutes
an important factor in gaining
an understanding regarding the
operational aims of the organization
on social and environmental issues.
It is therefore recommended that
- to the greatest extent possible -
measurable goals be presented in
each of the chapters and, of course,
that suitable attention be paid to
these in the next report.

Congratulations on your good work,

The Corporate

Social Responsibility Institute

Liad Ortar

Manager of the
Responsibility Institute
The College of Law and Business

Corporate  Social

About the report > 21
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Branches in Israel

PLATINUM
PLUS

Discount Bank and
ICC were rated by the
Maala rating with the
highest rating
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GROUP

PROFILE &
FINANCIAL DATA

THE ECONOMIC VALUE PRODUCED BY THE
DISCOUNT GROUP RESULTS FROM ITS BEING
A LARGE ECONOMIC ENTITY, ONE OF THE FIVE
MAJOR BANKING GROUPS IN ISRAEL, WHICH
PROVIDES ITS CUSTOMERS COMPREHENSIVE
BANKING SERVICES IN ALL AREAS OF
FINANCIAL ACTIVITY

GENERAL OVERVIEW

Israel Discount Bank Ltd.

(hereinafter: “the Bank”) was

incorporated in Israel in 1935, as
a public company under the Companies
Ordinance. The Bank is a banking
corporation having a banking license
under the provisions of the Banking Law
(Licensing), 1981.

The Bank was established by the late Mr.
Leon Recanati under the name of "Eretz
Yisrael Discount Bank Ltd.", in cooperation
with the founders, the late Mr. Joseph Albo
and the late Mr. Moise Carasso. The offices
of the Bank and its first branch office were
at first located at No. 39, Yehuda Halevi
Street in Tel Aviv. In 1939 the offices of
the Bank were relocated to No. 27, Yehuda
Halevi Street and in the fullness of time
were transferred to 23 Yehuda Halevi Street,
the site on which the Discount Tower is
situated today, in which most of the Head
Office units of the Bank are located.

During theyears of its operation the Bank has
developed a chain of branches and a wide
variety of commercial banking activities in
all banking spheres. As from December 3,
2013, the Bank turned into a bank having
no core controlling interest and is subject
to the instructions applying to banking
corporation having no core controlling
interest, in accordance with the Banking Act
(Legislation amendments), 2012.

Discount Bank grants its customers
comprehensive banking services in all
areas of financial activity, through 111
branches in Israel, direct banking and digital

13 The number of branches updated as of December
31,2017.

banking.

The Bank has a banking subsidiary in Israel
- Mercantile Discount Bank Ltd. (hereinafter:
"MDB") - a commercial bank serving
customers in all fields of financial activity
through 77'* branches.

For details regarding the distribution of
activity according to geographical regions,
see p.245 in the 2017 annual report.

The activities in Israel include additional
areas, including:

Credit cards - The Bank controls “Israel
Credit Cards Ltd" (hereinafter: "ICC")
and “Diners Club Israel Ltd.” (hereinafter:
"Diners”, a company wholly owned and
controlled by ICC), which issue and market
“VISA”, “Diners” and “MasterCard” credit
cards, both for domestic and overseas use;

Securities portfolio management -
the subsidiary, Tafnit Discount Asset
Management Ltd. (hereinafter: "Tafnit")
which manages securities investment
portfolios  for  private  customers,
corporations, not-for-profit organizations
and institutional bodies;

Non-financial investments and
underwriting - the subsidiary "Discount
Capital Ltd." is engaged in investments
in companies, in private equity funds, in
venture capital funds, in the investment
banking field, as well as in initiating and
assisting public offerings and private
placements and providing underwriting
and distribution services by means of a
subsidiary company.

The international activity of the
Discount Group is conducted by a
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Banking corporations
in israel

100%

Mercantile Discount
Bank

Note: 1 Directly and Indirectly

Banking corporations
abroad

100%

Discount Bancorp, Inc.

100%

IDB Bank

() ®
Capital markets and Credit card
investments companies companies
100% E-71.8% V-79%
Tafnit Discount Israel Credit
asset Management’ Cards (ICC)
100% 100%

Discount Capital Diners Club Israel

55%

Discount Capital
Underwriting

100%

Discount
Manpikim

14 The number of branches updated as of December 31,2017
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subsidiary company in the United States.
IDB Bank is the largest of the Israeli banks
operating abroad, and at the present time
operates branches in the New York area,
Florida and in California. This bank has
representative offices in Latin America and
in Israel. The international activity is
characterized as business-commercial and
private banking.

The Bank is engaged in realizing

the vision of the Bank in
accordance with its multiannual
strategic plan that was approved in
2014 and updated in 2016 in accordance
with  market  developments (as
extensively discussed in the 2016
financial report pp. 18-20).

With the refreshing of the strategy,
the projects map was also updated so
that at the end of 2017 the Group is
managing 25 strategic projects. The
"change administration" established in
2014, continues to lead the coordination
of the change programs, to assist in
their implementation, to monitor and
control their progress and to report
to Management and the Board of
Directors.

Within the framework of the strategic
plan, several financial goals were set,
the principal of which are achieving a
return on capital of approx. 10% by 2021
and achieving an efficiency ratio approx.
60% by 2021.

The updated strategic plan is based on

a leading goal: leading in the Bank's
customer satisfaction by means
of customer adapted banking, and
comprises three principal layers:

This layer represents a continuation of
the original strategic plan from 2014,
which includes the following tiers:

A. Efficiency and stringent management
of expenses, including:

Reducing the size of the Discount
Group's workforce;
Merging branches and extensions,
as well as making efficiencies in
the Bank'’s head office space;
Making savings in procurement
costs and other expenses.

B. Customer focused growth:
Growth in the retail segment, with
emphasis on private and small
business customers, at the Bank
and at the subsidiaries, MDB and
ICC;
Nurturing the connection with
the Bank’s customers by means
of upgrading suitable and useful
value offers across the spectrum
of distribution channels, while
implementing technological
improvements and enhancing the
customer experience;
Transferring operational activities
from the branches to the back-
office - “the Banking Service
Center”, as well as assimilation
of faster and more simple work
processes at the branches.

C. Assimilating a change supporting
organizational culture;

D. Focus and reducing non-core-
business activities.

In order to create a lead in the Bank's
customer satisfaction by means of
customer adapted banking, the Bank is
focusing on a number of principal topics:

A. Development of communication
channels, including upgrading of
digital channels and the opening of
new communication channels;

B. Upgrading of service centers (including
the branch layout, the TeleBank and
the back office);

C. The formation of a synchronized
multichannel management platform
that ensures a quality service for
customers;

D. Producinginformation-basedbusiness
perceptions aimed at enabling
customers to receive the value offer
that is best and most suited to them.

The Bank is putting to the test a number
of solutions and innovative banking
models. This, with a view of expanding
to new customer populations and to
additional platforms and services, as
part of the value offer by the Bank.

Forward-looking information. The main
points of the strategic plans presented
in this chapter include assessments
that fall into the category of forward-
looking information, such as the
estimate of profitability, the efficiency
and growth targets that have been set,
and so forth. These assessments are
based on the latest information and
estimates available to the Bank and its
subsidiaries.

The strategic plans are based on
assumptions regarding developments

in the Israeli economy in the coming
years, and also legislative and regulatory
initiatives that are currently known,
whose enactment is expected with a
high degree of probability. Material
changes in the state of the economy
and the situation of the customer public,
legislative and regulatory changes having
a material effect, material changes in
the competitive landscape and material
changes in the security situation could
have an impact on the degree to which
the targets of the strategic plans are
achieved. A further cause of uncertainty
arises from the limited ability to
accurately forecast the implications of
some of the future processes and their
impact on profitability.

The first and principal layer of

communication with investors in
securities of the Bank is the layer of
regulatory reports - reports in
accordance with instructions and
guidelines of the Supervisor of Banks
and in accordance with the provisions
of the Securities Actand the Regulations
under it. These reports include annual,
quarterly and immediate reports.

The Bank maintains an additional
layer of communication with investors
in securities of the Bank (existing
and potential), as well as with other
parties (such as: analysts and research
agencies) in Israel and abroad, by
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means of the investor relations unit
of the Planning, Strategy and Finance
Division. This communication is bi-
directional - from the Bank to the
outside, through conference calls,
presentations and other materials
assisting in the understanding of the
Bank's results and its operations,
maintaining meetings and conferences
of the Bank's Management with such
stakeholders, distribution of updates
regarding events and more. And in the
other direction - from stakeholders
to the Bank, through the reflecting
of opinion and analysis of the
relevant stakeholders and providing
Management and the Chairman of
the Board (and alongside the decision
making process on relevant matters,
also before the Board of Directors) with
feedback on the results of the Bank and
its activities, as well as the integration
of such contents in the decision making
process at the Bank.

The activity of the Bank's investor
relations unit is based on the concept
that transparency, cooperation and a
fruitful dialogue create value for both
sides and enable stakeholders to
make long-term educated investment
decisions. The Bank's Management
believes in  strengthening  and
preserving relations with investors in
securities of the Bank, and has even
defined this field as part of its strategic
focusing for the coming years.

2017 was the third year of

operation in implementing the
strategic plan announced by the
Discount Group in August 2014.

The Discount Group continued to

grow in 2017, mainly in the field of
credit granted to target populations,
as defined in the strategic plan. The
management of the capital of the Group
is strict. The Group's financial base is
robust and has become even stronger.
As of December 31, 2017, the ratio of
common equity tier | capital amounts
to 10.0% and the liquidity coverage
ratio amounts to 126.7% (on the basis
of an observation average). This is the
capital infrastructure that allows the
Group to continue growing.

The implementation of efficiency
measures continued in 2017, including
the "Lean" processes, basing the activity
of the banking service center, reducing
the floor space being used by the Bank,
including the merger of branches and
the continuing vacating and sale of
buildings (used by branches and the
head office), as well as additional
measures leading to direct savings in
Bank expenses.

OnJanuary9,2017,the Bank
completed the issue of subordinated
debt notes in a total amount of NIS 784
million, which include a mechanism for
the absorption of capital losses, being
capital instruments classified as Tier 2
capital for the purpose of inclusion in
the Bank's regulatory capital. The said
issue contributed approx. 0.5% to the
overall capital ratio.

A
widespread move for the formation of
the vision, values and ethical code. For
additional details, see the Chapter "The
Discount Spirit" below.

The Bank
adjusts itself to the changing world and

is active in creating innovative banking
models, that would provide customers
with advanced service modified to
their needs. Within this framework, the
Bank entered in 2017 into cooperation
agreement with the fintech company
iCount and acquired the "PayBox"
operations in Israel. The cooperation
with iCount comprises the first
business-technological application in
the banking sector in Israel, applying an
open banking concept for an interface
with third party suppliers, which is
applied by way of the Application
Programming Interface ("API") platform,
which is of the most advanced in the
world, enabling a secured connection
on the basis of a global standard.

Furthermore, as part of the actions for
the promotion of innovation, the Bank
initiated, developed and introduced in
2017 "Didi - the digital assistant in the
Discount application", which enables
customers to perform transactions,
access information and get insights
regarding the activity in their account,
by means of a request in simple
language, either in writing or orally. The
service is based on advanced analytic
capabilities and artificial intelligence,
and is the first of its kind in the banking
sector. See expanded discussion in the
Chapter "Customers" below.

Both the Bank
and ICC have reviewed the possible
implications of changes in the financial
system, following the conclusions and
recommendations of the Committee
for the Increase of Competitiveness in
Banking and Financial Services in Israel
("the Strum Committee"; see the 2017
Annual Report (pp. 371-374). For details
in respect of agreements between ICC
and certain banks on the one hand, and

between the Bank and factors in the
credit card market on the other hand,
see the Financial Statements as of
September 30, 2018 (pp.200-201);

The Bank has continued to devote and
invest considerable managerial efforts
and attention to the preparations and
upgrading of the infrastructure required
to deal with cyber risks and cross-
border risks, all this alongside the
continued integration and assimilation
of the risk management, compliance
and conduct culture.
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GENERAL OVERVIEW

Mercantile Discount Bank
will celebrate 100 years of
operation in 2018.

P
N

The financial activity in Israel of

the banking institutions that were
the predecessors of MDB beganin 1918,
with the conquest of Israel by the British,
when the Anglo-Egyptian  Bank,
operating at the time in Egypt,
established three  branches: in
Jerusalem, Jaffa and Haifa. At a later
date, in 1921, a fourth branch was
opened in Nazareth. In 1925, "Barclays
Bank DCO" (a bank owned by the British
Bank "Barclays Bank" which provided
financial services to the authorities all
over the British Empire) acquired the
shares of the Anglo-Egyptian Bank, thus
turning it into a part of the Barclays
Bank Group. In 1971, "Barclays Bank
DCQO" changed its name into "Barclays
Bank International”.

Mercantile Discount Bank (MDB) was
incorporated in October 1971, by
Barclays Bank International of England
(hereinafter: "Barclays Bank") and by
the Discount Group, under the name of:
"Barclays Discount Bank Ltd.".

Soon after its incorporation on
December 7, 1971, MDB acquired all
the assets and liabilities of the Barclays
Bank branches in Israel (by that time
some 40 Barclays Bank branches had
been in operation in the State of Israel).

On February 28, 1993, following the

acquisition by Discount Bank of all
the interests of Barclays Bank in MDB,
the Bank changed its name into the
present name. The Bank is defined
as a "banking corporation" under the
Banking Act (Licensing), 1981, and
it holds a banking license under the
said Act. MDB is a private company
that is wholly owned and controlled by
Discount Bank. The larger part of the
Head Office of MDB is located in the
"Yovel" Tower in Tel Aviv while another
part is located in the city Holon.

MDB is engaged in financial commercial
activity and provides services to all
operating segments, including: diverse
credit activity and foreign trade and
foreign currency services. In the
mortgage loan field, MDB offers its
customers services through mortgage
centers operating within the branches.
The bank specializes in business,
from minute businesses to middle
market businesses, in all sectors of
the economy. In the course of the
last decade, the bank, in cooperation
with relevant governmental agencies,
developed expertise in the granting of
credit to small and medium businesses
by means of governmental funds
supporting businesses. The bank
provides to its customers, among
other things, divers services regarding
their securities operations through a
wide layout of consultants located at
the bank branches and markets credit
cards offered by ICC and Diners club.

Furthermore, MDB has international
relations with brokers, enabling customers
to transact business also on foreign
securities markets. The Bank offers its
customers an array of online banking
services by means of the telephone and
the interactive internet website.

This comprehensive framework of
operation enables MDB to provide to
its customers the full range of banking
and financial solutions and grant them
professional service of the highest level,
through diverse communication lines
for all banking products prevailing in the
market, adapted to the specific needs
of the customers. The said services are
provided to customers of MDB through
a countrywide network of branches,
numbering 77 branches.

The Board of Directors of MDB

approved in 2015 a strategic plan
for the years 2016-2020. The plan
contains two main lines of action: the
one - expansion of retail operations
(households and small businesses),
within the framework of which, MDB is
intended to focus on specific sections
of the population, in respect of which
this bank has many years of experience
in the granting of banking services
matching their unique needs. The other
- streamlining operations by means of
strict management of operating
expenses and improvement in income
structure.

The Board of Directors of
MDB approved in the second half of
2016, a strategic retail plan, prepared
by Management of MDB with the
assistance of external consultants.
The plan is intended to intensify the
activity in the retail segment, including
the focusing on designated segments
of population, in respect of which the
bank has acquired over many years
specialization in providing banking
services, as regard to both households
and small businesses; segmentation
and adjustment of customer value

offer and a step up in online channels.

Execution of the said strategic plan
involves the implementation of
structural changes and changes in
work processes, which are integrated at
MDB within the framework of projects,
including:

A change in the organizational
structure of the Retail Division
and adjusting it to operating in
accordance with targeted segments;
Performing segmentation of
customers;

Greater  efficiency of branch
distribution;

Encouraging customers to increase
the use of online services.

The year 2017 was the third work

year for the implementation of the
strategic plan of MDB. The carrying out
of the strategic plan involves the
implementation of structural changes as
well as changes in work procedures
implemented at MDB within the
framework of projects, including:

within the framework of
which certain operational activities are
transferred from the branches to back
office operational centers, with the
aim of increasing the resources of the
branches available for customer service
and for the continuing development of
the Bank's activity;

including  the
infrastructure relating to the
development of operations in the
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retail segment, such as: expansion
of the channels used for providing
banking services, improvement of the
technological infrastructure allowing
transaction not requiring the physical
signature by the customer, the
upgrading and increase in the number
of automatic teller machines at the
branches and the development of
advanced digital applications enabling
bank customers to obtain available
information and transact banking
operations through mobile means of
communication;

Reorganization at the Commercial
Banking Division - A reorganization
was implemented on January 1, 2017,
at the Commercial Banking Division
(in its former name: the "Corporate-

commercial Division"), within the
framework of which the operations of
the corporate wing of the Division was
merged into two commercial wings;

Organizational change in the Retail
Division - Management of MDB
approved in the last quarter of 2016
organizational changes in the Retail
Division, which include:

—> An organizational change at the
marketing wing, derived from the
implementation of the new strategic
plan, whereby referents have been
appointed for the marketing of
banking products and services for
designated populations which are
adapted to their special needs;

—> Expanding the operations of the
credit and control wing, including
the appointment of referents for the
operational risk and compliance risk
management fields.

The assimilation of these organizational
changes was implemented in the course
of 2017;

Risk management - continuing the
upgrading of compliance activity at
the Bank, including appointment of
compliance officers;

The Code of Ethics - A process of
structured integration of the Code for
all bank employees was conducted
in 2017, in continuation of the
introduction of the new Code in 2016;

Continuation of the efficiency
process - nine additional employees
retired towards the end of 2017, within
the framework of the 2016 retirement
plan.

ISRAEL CREDIT CARDS
LTD. ("ICC")

GENERAL OVERVIEW

s ICC was incorporated in
1979 as a private
company under the
Companies Act. The
company is engaged in
credit card operations and in the
development of payment solutions and
financial products. ICC is considered
an "auxiliary corporation" under the
Banking Act (Licensing), 1981. Discount
Bank holds 71.8% of the equity rights
and 79.0% of the voting rights in ICC.
The First International Bank of Israel
Ltd. holds the rest of the rights in ICC.
The company offices are located in
Givataim.

The main two lines of business in which
ICC is engaged are the issue of credit
cards and the clearing of transactions
made by credit cards.

The income of ICC is composed
mostly of commission fees on the
operation of credit cards and on the
providing of payment solutions, as well
as from credit financing income paid
by its customers: credit card holders
and trading houses. ICC has several
subsidiary companies and one affiliate,
through which it provides to customers
a part of its services. Such services
were provided in 2017 through Diners
Club Israel Ltd. (franchise holder of
the global Diners Club chain, which
is engaged in the issue, marketing
and operation of "Diners" credit
cards, valid in Israel and abroad), C.
A. L (financing) Ltd. (operates as the
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financial arm of the company for the
purpose of providing credit to holders
of the company's credit cards), Diners
Finance Ltd. (engaged in financing the
credit for a part of Diners credit cards),
latzil Finance Ltd. (engaged in providing
financing services to trading houses
through the discounting of "VISA"
"MasterCard", "Diners", "American
Express" and ‘“IsraCard" credit card
vouchers) and ICC Deposits Ltd. - all of
which are wholly owned subsidiaries of
ICC.

In addition, ICC has a 20% stake in
the share capital of Shlomo C.A.L
Ltd. (a company providing credit
to private individuals interested in
purchasing new vehicles by leasing
transactions), and a 10% stake in the
share capital of Casponet Ltd. (which
is engaged in installing and operating
of cash withdrawal machines at trading
houses). These companies provide to
their customers, in cooperation with
ICC, supplemental services to those
provided by ICC, with the view of
offering customers as wide as possible
services platform.

ICC issues, markets and operates
directly "VISA", "Diners" and
"MasterCard" credit cards, valid in
Israel and abroad, and is also engaged
in joint issue agreements with banks
participating in the arrangement. ICC
is also engaged in the clearing of
transactions made by "VISA", "Diners"
and "MasterCard" credit cards, valid
in Israel and abroad, as well as by the
"IsraCard" brand (in Israel only).

The strategic plan of ICC

On May 23, 2017, the Board of
Directors of the company
approved the strategic plan for the



34

years 2017-2021. The formed plan, with
the assistance of external consultants,
took into consideration the changes
expected to take place in the credit
card market, in view of the enactment
of the Increase in Competition and the
Reduction in Concentration and in
Conflict of Interests in the Banking
Marketin Israel Act,2016. In the opinion
of Management of ICC, the
implementation of the strategic plan
would enable it to deal, in the best
possible manner, with the challenges
of the financial market in Israel in the
coming years. It should be noted, that
the success of the plan depends on a
number of factors, the realization of
which is not certain.

The
Increase in Competition and Reduction in
Concentration and in Conflict of Interests
inthe Banking Market in Israel (Legislation
Amendments) Act, 2017, was published
in the Official Gazette on January 31,
2017.

In the immediate future, the separation
from the banks of the ownership of

credit card companies would not
apply to ICC but only to its competitors
(Isracard and LeumiCard). Only at the
end of four years would the issue of
separating the ownership of ICC be re-
examined. This and more, if until now
the large banks (Hapoalim, Leumi and
Discount) issued to their customers'
credit cards of the credit card
companies owned by them (Isracard,
LeumiCard and ICC), competition
between the companies is now
expected to develop. Concurrently, the
banks would be required to move a
part of the issue of new credit cards
to customers to another credit card
company, at least one, with which they
had no previous business.

From the view point of ICC, although
there would be a reduction in the issue
of credit cards to customers of the
owner banks, ICC would now have the
opportunity to compete in the issue
of new credit cards to customers of
Hapoalim and Leumi. In the era of
post-entry into effect of the new Act,
the different participants in the credit
card market, banks on the one part and
credit card companies on the other
part, find themselves in front of an
array of moves and action possibilities
of each of them and of each of the
other participants.

The aforementioned could have a
material effect on the banking system,
including the Bank itself and on the
credit card market, including on ICC.
Nevertheless, at this preliminary stage,
prior to clarifying the nature, character,
scope and timing of the measures that
will be taken, if at all, it is not possible
to assess the aforesaid effects either
in terms of materiality or in terms of
quantity.

For additional details, see Discount
Bank's 2017 Annual Report (pp. 371-
374).

The Governor of the Bank of Israel
announced on February 25,2018 a new
outline with respect to the reduction
of the cross-commission in deferred
charge transactions, from the present
rate of 0.7% to a rate of 0.5%, this in
five stages during the coming years.
In addition, an outline was determined
with respect to the reduction of
the cross-commission  regarding
immediate charge  transactions.
The Bank and ICC estimate that the
business results of ICC might be
materially impaired as a result of the
reduction in the commission rate,
as stated. For additional details, see
Discount Bank's 2017 annual report (p.
294).

Fordetailsregardingthedraftexemption
terms for the agreement (a new
arrangement in the industry replacing
the arrangement expected to expire on
December 31, 2018), published by the
Antitrust Commissioner, see Discount
Bank's 2017 annual report (p. 294).

ICC
and Bank Hapoalim B.M. signed on
January 30,2018, aletter of agreement
for cooperation in preparing the
preliminary work towards the signing
of a binding agreement for the
granting of credit card operating
services by ICC to Bank Hapoalim. The
parties aim at reaching the signing of
a detailed arrangement. The issuance
agreement, if at all signed, requires
the approval by the Supervisor of
Banks.

On March 13, 2018,
ICC, Diners and Bank Leumi Le Israel
B.M. (hereinafter: "Leumi") signed
a memorandum of understanding,
which includes the basic terms for
the engagement of the parties in
an agreement for the issue of bank
debit cards to customers of Leumi.
The memorandum states that the
parties shall act towards the signing
of a detailed joint issue agreement
("the detailed agreement”). The
memorandum states that the parties
would jointly issue debit cards to Leumi
customers and that ICC would operate
the issue of such cards. For additional
details, see the 2017 annual report of
Discount Bank (p. 296). A joint issuing
agreement was signed on August 12,
2018.

ICC signed new agreements that would
enable it to continue in its growth trend
and establish its competitive position
in the credit card market. Included in
the above is the signing of a document
of principles with Shufersal Company
and the signing of an agreement with
GAMA and with Alipay.

ICC and Diners
(together - "the company”) and
Shufersal Company Ltd. (hereinafter:
"Shufersal") signed on November 2,
2017, a letter of principles for the
issuance and operation of off-banking
credit cards to Shufersal customers
("the Credit Club" and "the Cards",
respectively). To the best knowledge
of ICC, the Credit Club numbers
approximately 0.5 million customers.
The Credit Club was lunched on
January 18, 2018 (date of termination
of the previous agreement between
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Shufersal and Leumi Card Ltd., under
which credit cards had been issued
to customers of Shufersal). The
agreement shall take effect from
the date of signing thereof and until
December 31, 2027; such period may
be extended for additional periods of
two years each. For additional details,
see the 2017 annual report of Discount
Bank (p. 297).

On July 6, 2017,
ICC signed an agreement with GAMA
Management and Clearing Ltd. and
with GAMA Personal Direct Finance
Ltd. (hereinafter: "GAMA"), whereby
GAMA acts as an ‘“Aggregator"
with a view of enabling credit card
transactions through the use of the
services of GAMA and of the company.
The signing of this agreement is in line
with the provisions of the Increase
in  Competition and Reduction of
Centralization in the Banking Market in

| A 4B 4N A Ads

Israel Act, which includes instructions
the aim of which is to increase
competition in clearing operations.
Management of ICC estimates that the
agreement would improve value offer
to the small and middle market trading
houses.

On
September 19, 2017, ICC and Alipay.
com Co. Ltd. (hereinafter: "Alipay"), a
member of the Alibaba group situated
in China, signed an agreement whereby
Alipay shall provide to ICC processing
and securing payments services in
respect of transactions cleared by
ICC in Israel. The payment services of
Alipay is the leading means of payment
among customers in China, and this
engagement is designed to provide the
best response for the clearing of this
means of payment by Chinese tourists
visiting Israel, which in recent years
shows a continuous and consistent
growth trend.

GENERAL OVERVIEW
BANK Israel Discount Bank

of New York also

known by its registered
service mark, "IDB Bank", is a full service
commercial bank licensed by the State of
New York and a member of the Federal
Deposit Insurance Corporation (FDIC).
IDB Bank's liquidity and capital ratios are
strong and it is ranked by Crain's New York
Business as one of the largest commercial
banks in the New York area.

IDB Bank is a wholly owned subsidiary of
Israel Discount Bank Limited, (IDB Ltd.).

IDB Ltd. began its operations in New
York City in 1949, when it established
a representative office. At that time
there were only a few employees and
limited contact with the public. In 1962,
IDB Ltd. became one of the first foreign
banks to open a branch in New York
when the New York State banking law
was changed to allow foreign banks to
operate branches in the city. In 1967,
Israel Discount Bank Ltd. acquired the
Hias Immigrant Bank and changed the
name to IDB Trust Company, an FDIC-
insured institution. Ultimately, in 1980,
the branch's assets were transferred
to the renamed, wholly-owned IDB Ltd.
subsidiary, Israel Discount Bank of
New York ("IDBNY"). IDBNY also took
over a major portion of the western
hemisphere banking operations of
its Tel-Aviv parent. Subsequently, the
Bank took on more contemporary
nomenclature with the registered
service mark "IDB Bank." In March 2000,
IDB Bank became a wholly-owned
subsidiary of Discount Bancorp, Inc., a
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Delaware holding company it formed to
hold its shares.

IDB Bank provides domestic and
international, personal and commercial
banking services to its U.S. and foreign
clientele through its main office
in Manhattan, branches in Staten
Island, Brooklyn, and Short Hills, NJ,
in addition to branches in Beverly
Hills and Downtown Los Angeles,
California; and Aventura, Florida. IDB
Bank also maintains an International
Banking Facility at its main office; and
representative offices in Chile, Israel,
Mexico, Peru and Uruguay. IDB Capital
Corp. is the Bank's broker-dealer, and a
wholly owned subsidiary of IDB Bank.

IDB Bank specializes in U.S. Private
Banking, International Private Banking,
Middle Market Lending, Asset Based
Lending, Commercial Real Estate
Lending, Trademark Financing,
Factoring, Trade and Finance (Import,
Export and Standby Letters of Credit,
Documentary Collections, Bankers'
Acceptances).

IDB Bank's broad range of banking
services include Personal and Business
accounts, Cash Management, Checking
Accounts, Money Market Savings
Accounts, U.S. Dollar and Foreign
Currency Time Deposits, Credit
Cards, ATM/Debit Cards (for personal
accounts), Safe Deposit Boxes (New
York main office only), Online Banking,
Money Transfers, Lockbox Facilities,
Safekeeping and Custody of Securities,
Money Orders and Direct Deposit of
Social Security and other recurring
payments.

Through its broker-dealer subsidiary,
IDB Capital Corp, IDB Bank is able to
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offer investment products such as U.S.
Government and Agency Securities,
Corporate Stocks & Bonds, Offshore
and Domestic Mutual Funds and Capital
Market  Instruments.  Furthermore,
IDB Capital Corp can customize a
bond portfolio to the customer's
specifications (subject to availability
and prevailing rates), starting with an
investment of US$500,000.

In December 2017, the Board of

Directors of IDB Bank approved a
five-year strategic plan for the years
2018-2022. The plan is based upon
growth while intensifying the old
established personal relationship of
IDB Bank with its customers, in selected
sectors in which the bank has expertise
and many years of experience, as well
as leveraging the position of IDB Bank
as the largest Israeli owned bank in the
United States.

The Bank is a member of various

organizations. Among the
prominent organizations in which the
Bank takes an active roll on a current
basis, may be mentioned Maala
Organization,the Associationof Banksin
Israel of Banks and the Israeli marketing
Union. In addition, the Bank joined the
Global Compact initiative of the United
Nations. MDB is also a member of the
Association of Banks in Israel of Banks
and of the Israeli Marketing Union. ICC is
amember of the Israeli Marketing Union.

P

Maala is an umbrella organization
;’P};{%‘ for some 110 of the leading

w==  companies operating in the Israeli
market, which promotes corporate
responsibility issues and develops
standards for responsible management
in Israel. Maala operates since 1998, its
main object being increasing the
awareness of the business sector to the
importance of corporate responsibility in
the Israeli social texture.

Maala leadership - leading corporations
in the market which have chosen to
lead and introduce improvement in the
world of corporate responsibility in the
business sector in Israel.

The Bank, ICC and MDB are members
of Maala. The Bank is a member of the
leadership group of Maala. The Bank
submits a yearly report to Maala, as part
of its participation in the Maala rating.
ICC participated this year for the second
time in the Maala rating.

D713 TN The Agsociation of
cwmemenmmx WA Banks in Israel was
founded in 1959 as an umbrella
organization for all commercial banks and
mortgage banks. The Association was
founded by the banking sector with a view
of maintaining an effective dialogue with
governmental agencies and with the public
and private environments with respect to
general banking issues. All Israeli banking
groups, independent banks and a large
number of the foreign banks operating in
Israel are members of the Association.

oo, In September 2010, the Bank

SRR .
U B) = joined the Global Compact

< nitiative of the United Nations.

The Global Compact is a strategic policy
initiative by corporations which have
committed to accept, support and apply
within the framework of their area of
influence, a set of basic values regarding
human rights, standards for work and
environment conditions and fight in
corruption. As part of its participation in
this initiative, the Bank has declared its
support of the ten universal principles of
this initiative and its commitment to turn
the Global Compact and its principles into
apartofthe Bank's strategy, organizational
culture and daily operations. The Bank
submits to the Global Compact initiative
a yearly progress report. The CSR report
since 2013 comprises a progress report
for the relevant years.

) The Israeli Marketing Union
kf Beea ™ incorporates the marketing
and advertising companies in all
industries, services and sectors (some
200 companies). The aim of the Union is
to lead and promote the marketing
profession as a leading profession in the
Israeli business world, to serve the needs
of Union members in the marketing
management world and to represent them
in front of the various interested parties.

In addition, the Bank reports matters
related to social responsibility to the
following entities and initiatives:

An external review of all published
Q reports of the Bank to its investors
FTSE4Good jn g condensed format, and its
future action for their improvement in
matters of corporate responsibility. Vigoe
Eiris and FTSE4Good are forming the
evaluation of the corporate responsibility

performance of the Bank, for responsible
investors around the world.

“FTSE Russell (the trading name of FTSE
International Limited and Frank Russell
Company) confirms that Israel Discount
Bank has been independently assessed
according to the FTSE4Good criteria,
and has satisfied the requirements to
become a constituent of the FTSE4Good
Index Series. Created by the global
index provider FTSE Russell, the
FTSE4Good Index Series is designed to
measure the performance of companies
demonstrating strong Environmental,
Social and Governance (ESG) practices.
The FTSE4Good indices are used by
a wide variety of market participants
to create and assess responsible
investment funds and other products.”

A comprehensive annual report,

voluntarily prepared at present, and

which  reviews emission of
greenhouse gases by the Bank and
measures taken to reduce them. The report
for 2017 was submitted in June 2018.

In June

2018, "Maala" published its rating for
2017. The Bank has been rated in the
Platinum Plus category (awarded to
companies with an absolute score of over
90). The rating is based on criteria detailed
in a number of central areas of corporate
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responsibility: Labor relations, health and
balancing; responsibility in purchases;
quality of the environment and
sustainability; ethical aspects of business
processes; diversification and containment;
contribution to the community;, social
involvement of employees; corporate
governance;  corporate  responsibility
management and reporting. The rating by
Maala covers the largest public and private
corporations operating in the market, and
allows them to be included in the Maala
rating and in the Maala Index on the Tel
Aviv Stock Exchange.

This year, ICC was also rated in the Maala
ratingand was successfulinbeingincluded,
forthe second time, in the "Platinum’ rating.

Since 2005, the business information
and credit risk management company
BdiCoface, performs an annual rating of
"the best companies to work for". The rating
examines what is important for employees,
what are their expectations from the work
place and what are the most desirable
places to work for. The methodology
includes quantitative parameters (human
resources characteristicsinan organization
and the level of investments therein) as
well as qualitative parameters (employee
surveys and student surveys).

In 2017, the Bank was awarded the 17th
place in the rating and ICC was awarded
the 26th place.

A business leadership index
rating approximately 500 companies in the
market. In 2017, the Bank was awarded the
19th place in the rating. In 2017, MDB was
positioned in the 130th place in the rating
and ICC in the 105th place.

Currently, IDB Bank's overall
Community Reinvestment Act (“CRA”)

ratings are as follows:

“Outstanding” by the Federal Deposit
Insurance Corporation (“FDIC”) - CRA
Performance Evaluation performed
as of June 6, 2017, and the report was
issued on August 31, 2017.
“Outstanding” by the New York State
Department of Financial Services
("NYSDFS”) - CRA  Performance
Evaluation was performed as of
December 31, 2016, and the report was
issued on April 5,2018.

The above ratings are the same as the
prior 2014 FDIC and 2013 NYSDFS CRA
examination ratings.

In 2017, the
Bank won eleven awards in the 2017 IT
Awards Competition, for technological
projects implemented during the year.
This was in addition to winning the
"Champion of Champions" title for the
second consecutive year. In the reasons
for the winning, the referees stated that
"in the passing year the Bank introduced a
series of infrastructure and applicative
projects, the aim of which was to provide
greater service and business values to
customers of the Bank, as part of the
digitaljourneythatthe Bankisundergoing".

In 2017, for the second consecutive year,
the Bank won the Best Digital Banks
competition conducted by the Global
Finance Magazine.

Mr. Levy Halevy,
the person then serving as Executive Vice
President of Technologies and Operations
at the Bank, won in 2017 the title of CIO
(Chief Information Officer) for the year
awarded by People and Computers
Magazine. This title is awarded to only one
information technology officer in respect of
exceptional performance. The reasons for
the winning stated, inter alia, that Mr. Halevy
"'sets a model for the perfect execution
of digital transformation; taking business
responsibility for digital activity, technology
and operations; leading to successful
cooperation between President & CEO and
Executive Vice President; leading digital
innovation and comprising a source of pride
for the organization; has built a model for the
combination of innovation and technology
in one organizational framework; has
created digital leadership in the banking
sector, held in great esteem by customers
and employees of the Bank; an innovator,
revolutionist, promoter of computerization
at the Bank, leader and champion”.

Discount Bank
was named in 2017 as a superbrand in
Israel for the fifth consecutive year. The
aim of the International Superbrands
Organization is to identify and name
in each country the brands that have
demonstrated brand and marketing
excellence in the local market. The
Organization is active in some seventy
countries around the world. Since
2009, the Organization is also active in
Israel.

Also

in this year ICC won the innovation

award within the framework of the product

of the year - winning in the category of

added value services for businesses in
respect of online credit service.

Within the framework of
the Innovate Competition of the Innovation
in Marketing Forum, in cooperation with
the College of Management Academic
Studies and the International Advertising
Association (IAA), ICC won also in this
year the great and prestigious award - the
innovative marketing move of the year, with
respect to the introduction of the service
for the restoration of the secret code.

ICC was also
nominated in 2017 as a "Superbrand" in
Israel, for the eighth year in a row.

ICC won this
year six awards for excellence in computers
for 2017, within the framework of the
competition of the "People and Computers"
Group, 2017 IT Awards.

VP Technologies and
Operations at ICC, has been chosen as the
excelling CIO in the "role model" category
for 2017, within the framework of the said
competition, and there for was granted the
appreciation and excellence token.

Within the
framework of the service and customer
experience convention of the Israeli
Management Institute, ICC won this year
the second place in the service competition,
in the "digital service and social networks"
category.

The Bank maintains daily relations
with the local business community
and its members. The Bank is also
positioned in the meeting point of those
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wishing to save or deposit funds and those
who wish to draw money for investment and
development of their business. The Bank
contribute to the development of the
economy, due to it being a leading bank in
the market, which constantly provides a
variety of financial and investment solutions
to business entities and to various sectors
of customers.

The economic value produced by the
Discount Group results from its being
a large economic entity, one of the five
major banking groups in Israel. The Bank's
operations and its business results create
value for its shareholders. The Group pays

taxes to the authorities as prescribed by law,
employs a large staff and thus contributes
to the livelihood of many families. The
Group purchases services and products in
a substantial volume, most of which in the
local market.

Hereinafter are presented central

data regarding the added value
created by the Discount Group and
regarding the economic values of the
Group.

Discount Bank, MDB and ICC do not receive

THE ECONOMIC VALUE CREATED BY THE DISCOUNT GROUP

The total economic value produced by the Group'

Total economic value distributed by the Group to its

stakeholders?

Provision for taxes on income from ordinary operations

Number of Group employees

Salaries and related expenses

Number of branches in Israel®

Credit to small and minute businesses 830,825 829,124 827,207 5

Payment to suppliers 1,467 1,264 1,086 931
‘Purchaseinlsrael 953%  959%  97.7%  97.7%
 Contributions and investments in thecommunlty" ............. 16 2 171 """ 163 1 64 .......

Notes:

1 Interest income, net (interest income less interest expenses) together with non-interest income (non-interest financing income, commissions

and other income).
Operating and other expenses (including among other: salaries and related expenses, municipal tax, donations and community investments)

N

with the addition of provisions for taxes and dividends.

woNoubhw

The difference between the economic value produced by the Group and the economic value distributed by the Group.
Reclassified - see Note 1 C 7 to the financial statements as of December 31,2017 (p. 129).

The number includes the Discount Bank branches as well as those of MDB.
The volume of monetary donations and donations of an equal monetary value.
Reclassified - see Note 1 E 3 to the condensed financial statements as of September 30, 2018 (p. 95).

Reclassified - see Note 12 B to the condensed financial statements as of September 30, 2018 (p. 147).

Measurement of the small and minute businesses segment, in accordance with the directive regarding regulatory operating segments, first

begun in the 2015 annual report. See Note 1 C 5 (8) to the financial statements as of December 31, 2015 (p.167).

government support. Financial data of
MDB and of ICC are presented in their
annual reports for 2017, available on their
respective Internet websites. Financial
data of the Discount Group is presented in
the 2017 annual report of Discount Bank,
which is available on the Bank's website.

Data regarding the activity of the Discount
Group by operating segments are presented
in the 2017 Annual Report (pp. 231-251).
Data regarding the activity of the Discount
Group by geographical areas are presented
in the 2017 Annual Report (p. 245). Data
regarding the distribution of the overall
credit risk of the Discount Group according
to economic sectors are presented in the
2017 Annual Report (pp. 62-65).

The Discount Group is acting towards

promoting various benefits in favor of
the public. Among the services for the
benefit of the public may be mentioned the
extensive activity with regard to financial
education (see chapter "Customers" below)
and the establishment and operation of the
Hertzelilinblum Private Museum (see
chapter "Discount for the Community"
below).

In addition, some of the Group's measures
in the field of employee recruitment,
are intended for the empowerment of
certain populations and to increase their
participation in the labor market. The
Group acts to promote the employment
of women from the ultra-orthodox sector
(see Chapter Employees below), as well as
employment of special needs personnel
(see chapter "Discount for the Community"

below). MDBisoneofthelargestemployers
in the Arab sector.

The Bank Group offers services to
customers by means of a widespread
branch network in the various regions
of the country. This branch network
contributes both to the availability of
financial services in peripheral areas
in the country (alongside a variety
of online banking services) and to
employment in these areas. The Group
specializes in providing services to the
non-Jewish population and to the ultra-
orthodox Jewish population by means of
Mercantile Discount Bank. (See Chapter
"Customers" below, "A wide disposition
of branches - servicing a wide variety of
customers").

NIS8, 37LI'MILLION

The total economic value
produced by the Group in 2017

NIS7LI7MILLION

Total provision for taxes in 2017

An additional indirect impact worth
mentioning is the Bank's investment
in its flag ship project in the field of
contribution to the community - "Sprint
Discount". The project focuses on the
advancementofyouthatriskinperipheral
areas with a view of reducing social
gaps and increasing social economic
leadership by means of education and
knowledge.
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DISCOUN
SPIRI

THE DISCOUNT SPIRIT INCORPORATES THE
VISION, VALUES, RULES OF CONDUCT AND
THE CODE OF ETRICS, WHICH GUIDE THE
OPERATIONS OF DISCOUNT BANK ON ITS
WAY TO BECOME THE BEST BANK FOR ITS
CUSTOMERS.

v o

S0 -y I

THE WE SHALL ENDEAVOR TO
VISION  DECOME THE BEST BANK FOR

ITS CUSTOMERS, PERMITTING
SSSSSSSCOVER A PERIOD OF TIME,
GROWTH AND FINANCIAL
SOLIDITY BY MEANS OF
ADAPTED, PROFESSIONAL
AND FAIR BANKING.

FORMATION OF THE
"DISCOUNT SPIRIT"

In the beginning of 2017, with

the passing of two and a half

years since the beginning of the
implementation of the strategic plan,
which outlines the activity in all the core
fields of operation and supporting fields
of Discount Bank's operations, the need
was found for outlining the organization's
spirit, creation of a change supporting
organizational culture, that would
support the success of the organization
in reaching its business goals, as a
complementary process to the Bank's
strategy. At the end of 2016, the Bank's
Management decided to begin a process
for the formation of the "Discount Spirit".
The process was made of three tiers:

Formation of a vision;
Formation of values and conduct rules;
Formation of code of ethics.

The vision, values and the code of ethics
replaced the previous vision, values and
code of ethics.The vision of the Bank was
formed and approved in the first quarter
of 2017. All members of the Bank's senior
forum participated in this process.

The vision: We shall endeavor to become
the best Bank for its customers, permitting
over a period of time, growth and financial
solidity by means of adapted, professional
and fair banking.

In the first quarter of 2018, the Bank has
completed the move for the formation of
the Bank's values, principles of conduct
and the code of ethics. Values of the Bank:
commitment to customers, leading change,

making it happen, and succeeding together.
Some 400 managers had participated in
the move for the formation of the "Discount
spirit", and who are committed to lead the
integration process in all units of the Bank.
The process of integration will continue
alsoin 2018.

The plan for the integration of the vision into
the Bank includes four main lines of action:

determining policies and
taking value directed decisions, providing
personal example, monitoring and control;

Responsible for the integration
in the field, in the branches and in the Head
Office units;

tuning all processes and projects in order
to reflect the new values;

creation of
an activity for the delivery of messages
encouraging integration all over the Bank,
mainly by means of two communication
platforms: "FaceBank" the organizational
portal and "Morning Magazine" issue,
which includes different articles from all
units of the Bank.

Integration of the values and the code of
ethics began in the beginning of 2018.

VISION, VALUES
AND EVERYTHING IN
BETWEEN

We at Discount believe that It is up
to us to make our customers
chooseus anew everyday. Weunderstand

that, in order for this to happen, we need
to create added value and shape the
experience our customers get at every
point of contact with the Bank.

We are eager to provide service and
committed to do so at the highest
professional standards, from a sincere and
true desire to work in our customers’ best
interests.

It is important to us that we create value
over time for all our stakeholders. We treat
our customers, colleagues, partners and
suppliers is how we would have them treat
us: with fairness and integrity, consideration
and respect.

As a financial organization, we are
committed to work diligently in order to
be deserving of the public’s trust. Beyond
compliance with all laws and binding
procedures, all our deeds and actions
are conducted transparently and fairly
so as to fulfill the Bank's commitment
to create and encourage economic and
social growth.

It is important to us to feel proud of our
workplace and to this end we encourage a
challenging, supportive and pleasant work
environment. We believe in the people who
work with us and invest in strengthening
them.

All  of us together, the Bank’s
Management, the managers and the
staff, are committed to continuing and
promote the Bank's momentum of
change, and the continued future growth
and success of the Discount Group is the
goal we constantly see before us.

We at Discount are committed to the
customer, leading change, making it
happen and succeeding together.
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—> OUR VALUES

Committed to the customer

—> We guarantee a professional and
speedy response

—> We customize innovative solutions

— We provide a convenient, available
and transparent service

—> We confer an exceptional service
experience

We are aware of our customers’ changing
needs and think from their perspective in
order to provide them with a professional
and speedy response with explicit added
value. We endeavor on tailoring innovative
solutions to the customer’'s needs and
provide them an exceptional service
experience, with emphasis on availability,
simplicity, convenience and transparency.

We see change as an opportunity
We are curious and daring
We are open to new ideas

Weidentify changeas agrowth opportunity
and display a constant curiosity for
learning and self-development. We dare
to go beyond our comfort zone, to break
out of known boundaries and to adopt
new ideas. We display flexibility and act
speedily and diligently in order to adapt
our operations to the changing world.

Making it happen

—> We are innovative and determined
—> We take overall responsibility
—> We stand by our commitments

We work with enthusiasm and
determination to achieve added value
and results to the highest standards.
We take responsibility for our work
from A to Z and display diligence,
initiative and resourcefulness in order
to achieve our objectives. We stand by
our commitments and strive to surpass
expectations.

Wecooperateandshareknowledge
We establish a trust relationship
We are considerate and respectful

We cooperate, share knowledge,
consult and think together, thereby
creating a multiplier effect. We
establish a trust relationship and relate
to each and every person eye to eye,
with consideration and with respect
in order to create a work environment
that is supportive, positive and
challenging, with an atmosphere that
encourages personal and professional
development.

VISION AND VALUES AT THE
PRINCIPAL SUBSIDIARIES

MDB operates in accordance with values
incorporated in three layers: human,
organizational and inter-personal.

Responsibility, fairness and integrity - for us
these constitute an asset. We act taking always
personal and organizational responsibility for
our actions.We share joint universal values,
which we strictly nurture daily in our work,
principally: fairness and decency, integrity and
compliance with the law.

Professionalism, commitment and excellence
- for us it is a way of life.

We maintain high professionalism, personal
excellence and nurture standards of ever
increasing improvement with commitment for
the advancement of the bank and endeavor to
achieve its business goals.

Our customers are an important and significant
component of our success. The professionalism
of each of us, whether maintaining a direct
interface with the customer or providing intra-
organizational service, impacts the excellence
of MDB.

the path to success.

We believe that in the basis of a steady and long-
term business and professional relationship,
are to be found values of mutual respect and
tolerance.

We act with a feeling of dedication and
partnership towards all our stakeholders.
Inaccordance with our concept, joint work within
the bank is the key for success and prosperity.
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ICC aspires to realize the dreams, needs and

wishes of its customers with gratification
and responsibility, at any time and at any place. In
accordance with this vision, which is being
implemented with professional integrity, innovation
and courtesy, the communication language of ICC
is used under the slogan of "ICC- what is good for
me" - all this with the aim of enhancing the wishes
of the company to be attentive to its customers
and to grant them exactly what is good for them.

ICC offers its customers an array of financial tools
and off-banking credit products. In accordance with
its business concept, which views the customer at
the center, ICC has established an organizational
infrastructure that is focused on the customer and
provides service from one end to another.

Always acting out of commitment and out of
mutual responsibility.

Acting fairly, reliably and in accordance with
ethical principles.

Be ready to face any challenge and overcome it.
Always be one step ahead of others.

Employ a positive approach, and believe in the
ability to succeed.

Acting in accordance with changing situations.

It's not what we offer; it's how we offer it. With
us, it's personal.

We dedicate ourselves to providing quality service,
personalized attention and innovative products that
further the success of our clients. We merge time-
honored tradition with cutting-edge technology to
create a secure, productive environment where long-
term, multigeneration relationships can grow.
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THE CODE OF ETHICS

At the beginning of 2018 a new Code of

Ethics was approved at Discount Bank.
The new Code of Ethics was drawn up as part
of the process of forming the “Discount
Spirit”, which is the organization’s ethical and
behavioral basis in building the desired
organizational culture within the organization.
The Code of Ethics relates to moral and
ethical behavior, dealing primarily with values
of fairness, honesty, respect and transparency
in its ongoing conduct vis-a-vis various
categories of stakeholders, the principal of
which are: employees, customers, the
business environment and the community.

The Code of Ethics was drawn up in a
process that included examining the codes
of ethics of other financial bodies in Israel
and abroad, examining the Bank’s existing
Code of Ethics, an in-depth examination of
the standards that have been developed in
this field, and which emphasizes social and
environmental responsibility, preventing
bribery and corruption and protecting the
complaining worker on ethics issues, the
existing regulation and the requirements of
social bodies.

The Bank's Board of Directors and
Management see great importance in the
absorption of the Code and turning it into an
integral part of the culture of the organization.
Following the drafting of the Code, a plan for

its methodical deployment was drawn up so
as to ensure that the Code would be deployed
effectively within the organization.

The executive in charge of ethics at the Bank
is Ms. Yafit Gariani, member of Management
and - Executive Vice President, Head of
the Human Resources and Properties
Division. Operating together with her is the
Ethics Committee, whose responsibility
is to form a policy in the matter of ethics,
monitor the absorption processes and
deal with dilemmas and ethical issues.
Representatives of the Bank's units officiate
in the Committee.

The absorption processes integrate
courseware, the designated Intranet site,
which contains a collection of dilemmas
and extended information regarding
organizational ethics, integration of ethical
dilemmas with professional and managerial
qualification processes as well as examining
and updating the core organizational
processes in the fields of human resources,
customer experience, supplier management,
etc., all in the spirit of the Code.

The reporting mechanisms are an
anonymous telephone line and forms
addressed to the Ethics Committee also for
consulting purposes. No approaches were
made in 2017.

The Code of Ethics is available for perusal on
the Bank's website™ .
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The Ethics Officer, Ms. Yafit Gheriani, Voice mail for making an
tel.: 03-5145536, fax: 076-8890418, approach anonymously:
email: Yafit.gheriani@dbank.co.il 03-9438811

15 https://www.discountbank.co.il/DB/private/discount-group/about/discount-spirit

THE CODE OF ETHICS OF THE
PRINCIPAL SUBSIDIARIES

Towards the end of 2016, MDB introduced a new

ethical code serving as a compass in the
organizational and business culture paths, as well as
in the relationship of the bank with the different
stakeholders (customers, suppliers, employees, etc.).
The ethical code reflects the leading values of MDB,
and includes three layers: human, organizational and
the inter-personal.

The officer in charge of ethics at MDB is a member of
Management, Ms. Ronnie Lars - VP Head of Human
Resources and Administration Division.

The code of ethics was integrated in 2017 in five
routes, as follows:

the code was distributed in January
2017, to all Bank employees together with a letter
from the Bank's President & CEO.

instruction sessions were held for all
managers of the Bank, who in turn instructed their
subordinates, with the assistance of a designated
training layout. The code of ethics was integrated into
instruction sessions for new employees.

the Bank's values have
been integrated into the annual evaluation of the
employees. An Ethics Committee has been established
headed by the officer in charge of ethics at the Bank
and the manner of approach to the Committee has
been regularized.

the code of ethics was published
on a designated website in the Bank's employees
portal, by which it is possible to approach the Ethics
Committee and view its publications. A summary
of the code was published on the Internet website
of Mercantile Discount Bank. The establishment of
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the Ethics Committee and the manner of approach
thereto has been publicized by a circular to employees.
Recommendations of the Committee regarding cases
submitted to it are published in the designated website.

control has been performed over completion
of instruction sessions for employees with the
collection of feedback and managers' dilemmas.

The officer in charge of Ethics at ICC is Mr. Barak

Nardi, a member of Management - Deputy CEO
and Head of the Strategy and Resources Division. The
Code of Ethics of ICC was approved in 2014.

New employees engaged by the company are required
to undergo learning for the understanding of the
rules and of how to act when facing dilemmas in
the organization, and have to sign that they had read
and understood the principles of the ethical code.
Furthermore, once in every two years all company
employees must pass a compulsory learning in the
matter by way of interactive learning. Compulsory
comprehensive meetings were held in 2017 on the
subject of ethics and integrity, for all managers in the
organization.

The Code of Ethics of ICC is available to the employees
on the organizational portal of the company and is
available to the general public on the Internet website
of the Company.

IDB Bank's Code of Conduct is reviewed and

approved annually by the Executive & Risk
Committee of the Board of Directors and is
subsequently ratified by the Board of Directors. It
was last approved in March 2018. All employees and
directors annually acknowledge that they have read
and understood the principles and standards
contained in the Code of Conduct. Every new
employee is given a copy of the Code of Conduct.
The Code of Conduct is administered by the Office
of General Counsel in partnership with Human
Resources. The Code of Conduct is available on the
Bank's intranet for all employees to access.



52 > The Customers The Customers > 53

THE

CUSTOMERS 132 thousann

Active subscribers to
the online services

> Policy 54
5 O THOUSAND
—>  Suits you better - Quality of Service 58 Customer surveys
—>  Innovation 70
30
—>  Financial education 76 Customers satisfied

with the last service
extended to them by
the units

-~ Services and products for the advancement of populations 81 ‘

—>  Fairness in products 90

15:
~>  Customer privacy and information security 94 o

- - Y e =

Q with the previous year

nis 30,320
MILLION

The volume of credit
extended to small
businessess




54

THE
CUSTOMERS

THE BANK ASPIRES TO BE A LEADER IN
THE EXPERIENCE OF PERSONAL AND
PEOPLE-ORIENTED SERVICE, BASED ON
LISTENING TO AND UNDERSTANDING
CUSTOMER NEEDS, WHILE CREATING
CLEAR AND INNOVATIVE SOLUTIONS
AND STRIVES TO CREATE VALUE FOR ITS
CUSTOMERS

The vision of Discount Bank:
"We shall endeavor to become
the best Bank for its customers,
permitting over a period of time, growth
and financial solidity by means of
adapted, professional and fair banking."

In view of the vision, the Bank aspires
to be a leader in the experience of
personal and people-oriented service,
based onlisteningto and understanding
customer needs, while creating clear
and innovative solutions and strives
to create value for its customers in the
various banking fields of operation.

Within the framework of assimilating
the Vision, the Bank adjusts to the
changing world and creates innovative
banking models providing customers
with an advanced service tailored to
their needs. Inter alia in this respect,
the Bank has invested in several
innovative initiatives in the FinTech and
innovation fields. The Bank works to
integrate a culture of service and insists
on processes of learning lessons in
connection with customer relations
and dealing with customer inquiries.

The Bank is willing to open an account for
customers, and providethemwith service,
subject to the provisions of the law and
accepted banking considerations. From
time to time, the Bank offers different
population segments unique solutions
and campaigns, on a purely economic
basis, without involving irrelevant
considerations of race, nationality,
religion or gender.

In 2017 Discount Bank introduced a

new service for freelancers, which
includes a personally adapted benefit
plan and innovative digital services.
Furthermore, the Bank continued to
operate the "family program", a unique
program designed for existing and
new customers, with existing family
connections. The “family program"
also turns the existing family unit into
a financial group, enjoying a variety of
exclusive services and benefits.

In addition, Discount Bank continues
to work toward promoting fairness
and decency in service - values that
constitute an integral part of the
ongoing business activity - inter alia, by
promoting transparency and by providing
full disclosure to customers, including
the information that has to be provided
to customers regarding the banking
products and services offered to them.

As part of the strategic plan of the
Discount Group, the retail segment
(households and small businesses)
has been defined as a segment under
focus and serves as an engine for the
long-term growth and profitability, with
a focus on strengthening relations with
existing customers and improvement
of the service. The Bank continued in
2017 to implement the strategic plan
and several moves were made in order
to reach the multi-annual targets:

The move was completed for the
removal of the operational activity
from the branches, with the aim
of freeing time to be used for
improvement of service and sales
to customers and for changing the
operating perspective;

The communication channels of
customers with the bankers by mail,

communicating with the banker via
mobile application, interacting with
Didi - The Discount application’s
digital assistant and by telephone
"call back" service, were expanded
and improved with the aim of
improving availability of bankers at
the branches;

Installment began of a new CRM
system at the Bank branches,
which allows centralized
documentation and management
of customer approaches through all
communication channels;

A command and control center was
established at the Banking Division
intended to regulate the workload at
the branches at all communication
channels: frontal, telephonic and digital;

The  telephone center  was
expanded and improved by means
of the establishment of a northern
extension at Nesher, with the aim
of increasing availability of the
telephone service, while turning the
TeleBank into a backup center, which
supports the branch service at times
of heavy workload, and provides
service to customers who were not
served at the branch.

In 2017, the Bank focused on

differentiating service according
to customer segments, including the
modification of a variety of segment
adjusted products. Conduct of the
service is based on the following
principles:

specialization according to
segments (customer arenas) instead
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of products - providing appropriate
services and products in accordance
with the characteristics and unique
requirements of each segment;

A comprehensive
service to the customer at one
service point;

Provides a response
for a more comprehensive service at
one address at the branch;

Enables the
customer to perform banking
operations everywhere, at any time,
in every channel and individually
customized;

Provision of
various professional services in
the credit and investment sectors,
including customizing the product to
customers’ needs and requirements;

Forecasting
customer needs and adaptation of
product and services;

and the continued reduction in
complaints;

through
emails to the banker.

A system supporting a customer
focused marketing was integrated at
the Bank's service layouts. This system
places the customer at the center and
customizes the products according to
his needs and preferences.

The Bank offers its customers
comprehensive banking services

through a network of 111'¢ branches in
Israel. 777 branches of MDB join the
above network. This network of
branches enables the widespread
offering of banking services country
wide.

The Bank offers services to different
customer segments: households,
small and minute business customers,
private banking customers, large
business and the medium business
customers. (For details regarding the
definition of the segments, see the
2017 annual report p. 231; for details
regarding the activity breakdown by
business segments, see the 2017
annual report pp. 234-244; for details
regarding the activity breakdown by
geographical areas, see the 2017
annual report p. 245).

Among other things, MDB specializes in
providing services to small and minute
businesses, and in providing services
to the Arab and to the Haredi customer
population (for additional details, see
pp.39-40 and 314-315 in the 2017
Annual Report of this Bank).

ICC issues credit cards to customers
(credit card holders), who use them for
payments for products and services
purchased at different trading houses,
and also operates "VISA", "MasterCard"
and "Diners" brand name credit cards.
The two principal lines of operation
in which the company operates are
the issuance of credit cards and the
clearing of credit card transactions (for
further details, see p.41 of the 2017
annual report of the company).

16 As of December 31, 2017.
17 As of December 31, 2017.

The Bank's website enables to locate
branches according to different
sections: business hours, mortgage
consulting, pension consulting, foreign
trade, ATM's accepting cash deposits,
ATM's disbursing foreign currency
(according to type of currency),
investment centers, business centers
and accessibility. The website of MDB
enables to locate branches according
to the following sections: business
hours, mortgage consulting, business
centers and accessibility.

Within the strategic program of

the Discount Group, it has been
decided to reduce real estate areas
held by the Bank and the Group,
among other things, in view of the
reduction of the labor force. An
extensive project was put into
operation in the last quarter of 2014,
which continued in 2015-2017, within
the framework of which, examinations
are being performed, intended to
ensure the efficient and effective
utilization of the real estate assets.
The lines of action being examined
are the reduction in the number of
branches, reduction in the floor area
of branches, merger of branches,
improvement in terms of rental
agreements or the exchange of rented
locations, etc.

Since approval of the strategic plan,
22 Head Office and branch properties
have been closed (of which 11in 2017),
merger of 27 branches and extensions
have been made (of which 11 in 2017),
3 investment centers, 2 branches and
2 Head Office units have been moved
(of which 4 in 2017), the floor area of
6 branches has been reduced and the

terms of lease agreements regarding 3
properties have been improved. In view
of the stated above, downward trend
is evident in the amount of real estate
space used by the Bank (see the 2017
Annual Report, p. 319).

The following branches and extensions
were shut down in 2017: the Top-
Dan Branch, the Barzilai Extension in
Ashkelon, the Neot Rachel Branch in
Holon, the Rison LeTzion extension,
Neveh Shaanan Branch in Haifa, the
Kiriyat-Yam Branch, the Givat Shmuel
extension, the Shenkin Branch in Tel
Aviv, the Romema Branch in Jerusalem,
the Nahariya Hospital extension in
Nahariya and the Rambam extension in
Haifa.

In the beginning of 2017, the Bank
had conducted a pilot for the
discontinuation of teller services at
two branches, following which, teller
services have been discontinued
until the end of the year at seven
additional branches. Within the
framework of the preparations for
the pilot, clear guidelines had been
prepared intended to ensure measures
which would reduce, to the extent
possible, the inconvenience caused
by the discontinuation of the service.
Included in the above, the branches
in which teller services had been
discontinued would have on duty, for
a period of three months, a banker
who would instruct customers having
difficulty in using the online services
and also would enable customers to
reach nearby branches where teller
services are available.

MDB continues its operations and
disposition in accordance with the
outlined strategy.
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“Discount suits you better” is a concept
that aligns with the Bank’'s commitment
to its customers and promises
professionalism and excellence at
every interface. The Bank offers
customers, who expect a reachable,
accessible and convenient service,
multi-focus and multi-channel banking
that provides optimal solutions over a
variety of service channels, with the
aim of bring about an improvement

in the personal and digital services
coverage that the Bank renders to
its customers. Discount is thus able
to provide a personal touch, a more
efficient and high-quality service over
a variety of channels, while maintaining
the family character of the Bank.

Discount Bank’s service concept

places the customer front and
center and sets itself a goal of service
excellence. The Bank aspires to create
for its customers a personal service
experience, causing them to continue
and choose it as their bank.

In order to create a lead in the Bank's

Current Branches After making contact with the Bank, A daily survey on a permanent
surveys private and business customers basis, approaching customers who
and those customers receiving have had a direct service event
investment advice at the branches
Branches With no communication with the Daily review on a permanent basis,
branch for over thirty days referring to customers who had no
communication with the branch for
over thirty days
TeleBank TeleBank customers A daily survey on a permanent
basis, approaching customers who
have had a direct service event
Investment centers Customers of investment centers A daily survey on a permanent
basis, approaching customers who
have had a direct service event
Designated  Satisfaction Private banking customers A designated survey
surveys

Customers of the TeleBank
mortgage center

Satisfaction

A designated survey approaching
customers interested in a mortgage
loan

Satisfaction Business center customers

A designated survey

Satisfaction

Browsing on the Bank's application A designated survey

Satisfaction
website

Browsing on the Bank's Internet

A designated survey

Customer experience -
interfaces

Customers of the five largest banks A designated survey

A “Marketest” survey - customer Customers of the five largest banks A designated survey

experience - post contact who have experienced cont

the Bank

act with

A “Marketest” survey - customer Business customers of all banks

experience

A designated survey

customer satisfaction by means of
customer adapted banking, the Bank
is focusing on a number of principal
topics:

1.Development of communication
channels, including upgrading of
digital channels and the opening of
new communication channels;

2.Upgrading of service centers
(including the branch layout, the
TeleBank and the back office);

3.The formation of a synchronized
multichannel management platform
that ensures customer service quality;

4.Producing information-based
business perceptions aimed at
enabling customers to receive the
value proposition that is best and
most suited to them.

The Bank is performing a series of current
and designated surveys in order to
evaluate the satisfaction of customers.
These are made by telephone calls and
by SMS. The surveys are directed at
customers of the Bank, and in certain
cases, for comparison purposes, also
at customers of competitor banks.
The surveys measure both short-
term satisfaction indices (such as
satisfaction from a particular service)
as well as long-term satisfaction indices
(such as hypothetical market share and
recommendation index).

The surveys include also measurement
of different indices breaking down
satisfaction into different components:
the provider of service, the branch, the
Bank in general, service channel, the
product, the marketing offer.

In order to further improve the Bank's
service, Discount is acting on a number
of levels:

the main work
tool for evaluating the quality of service
in the Bank. The survey examines,
on an ongoing basis, the customer's
service experience proximate to the
time the interaction occurred - a visit
to or telephone call to the branch. The
surveys present different parameters
regarding the various aspects of the
service, which may be considered as
indices reflecting customer experience,
such as: professionalism, personal
attention, availability, initiative
and customer recommendation
regarding the unit and the Bank. The
measurement data are conveyed on
a current basis to managers of the
business units at the branches, the
investment centers and at TeleBank,
and comprise an infrastructure for
drawing of conclusions and analyzing
the strengths and weakness of providing
the service. In situations where
immediate involvement is required, the
unit manager contacts the customer in
order to provide a personal response.

Measurement is performed all through
the year with the aim of obtaining
findings reflecting the operations of the
branch, on a current basis and in real
time, which provides for an immediate
response to customers, as required.

In 2017, the service experience of the
customer was measured at a variety of
channels, at the branch, at the TeleBank
and at the investment centers. The
measurement relied mainly on the
satisfaction index of customers from
the most recent service received at
the unit (80%). In addition, branches
were measured as to the treatment
of approaches regarding service
continuity, which comprised 20% of the
index computations.
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Approx. 50,000 surveys of customers
(telephone and SMS) were performed
during this year

2017 SERVICE QUALITY
INDEX DATA:

90.77 78.17

Note:

1 Service continuity - measurement of conformity
with the SLA determined for concluding the
treatment of an approach made by a customer and
\conveyed to the branch by the TeleBank service.

Discount
believes that improvement in the level
of internal service would contribute to
higher satisfaction of the bankers, and
to providing tools and infrastructure
for improving customer service.
The survey was distributed during
November 2017, for the fourth time
at the Bank, in a cross-organization
format. The results of the survey serve
as a base line for a continuous process
of measurement and improvement.
The survey measured 475 different
services provided by the different
divisions to customers of the Bank
and of the subsidiary companies. The
percentage of responders reached
91.2%.

The following measures have been
adopted within the framework of
feedback and improvement procedures:
The findings and results had been
presented to all heads of divisions and
departments at designated meetings;
Each service manager received a
detailed report of the findings and an

analysis of the results; Improvement
targets have been defined for each
head of department at a KPI level;
Units requesting assistance in
structuring their improvement plans
and establishing a dialogue with users
of the service, have been provided with
professional assistance. In addition,
a convention has been held in honor
of outstanding service managers and
managers of outstanding units with the
participation of the President & CEO as
well as members of Management.

In addition, a date for the next survey
was fixed for the last quarter of 2018.

In order
to strengthen the service value
within the organizational culture,
the Bank applies several measures:
Designated staff meetings on the
subject of service and service films
projected at the branches within the
framework of the "Morning magazine";
Focused assistance to branches
having relatively low service ratings,
through apprenticeship/training
sessions; Current measurement of
service providers in the branches, at
the "telebank" and at the investment
centers; Integration of the service
index target in the "excelling branch"
competition; Control tasks for the
team; Meetings of the Head of the
Banking Division with outstanding
managers and with managers who
failed to reach service targets.

In order to maintain a continuing

dialogue with customers and to
understand their needs and wishes,
Discount Bank operates several
communication lines:

The Bank opened its official
Facebook page at the end of 2010. At
the end of 2017, there were approx.
76,240 followers of the Bank's Facebook
page (end of 2016 - 71,240 followers).
The Bank's Facebook page serves as
a platform for the current distribution
and publication of marketing activities
in various segments and areas, and
in addition serves as a platform for
chats with surfers and for customer
service. Accordingly, public and private
approaches are being received from
surfers, which are being fully treated in
a short period of time.

The Bank is active on the Twitter
social network - under the name
"Discount Invest". In this account the
Bank publishes information regarding
market data (in Israel and abroad),
economic and capital market reviews
by experts on behalf of the Bank and
other practical information for the
benefit of customers (lectures and

d

conventions regarding capital market
issues, reference to articles in the
economic press, etc.).

The Bank operates
on Instagram social networking - by
means of the social network browsers
are exposed to campaigns and current
updates accompanied by inspiring
photos and video clips.

ICC has a
Facebook web page with over 156,000
followers, who currently follow the
marketing activity of the company
published on this page, the varied
services offered by the company
to customers and more. The page
includes a ‘"customer service" link
through which are received customer
approaches, questions and comments,
and immediate answers are given to
customers (either privately of publicly,
depending on the contents of the
notice).

a fully owned

J

During more than a decade, The Marker magazine published
MARKETEST the annual index of Marketest for the customer experience
IN D E X in Israel. The Marketest index examine experiences and
positions of customers of the largest corporations in the
market, operating in different sectors, such as: finance,
hotels, cellular and more. The index is based on the parallel
index in the U.S. (ACSI).

The Bank was rated in 2017 in the first place (a rise from the
fourth place) with respect to customer satisfaction regarding
the connection with the Bank interfaces, stemming mainly
from improvement in the satisfaction regarding the digital
channels headed by the mobile application.

61



62

subsidiary of ICC, also has a Facebook
page with over 39,000 followers, in
which it presents current updates of
its marketing operations, benefits to
customers, etc.

Diners Company is active on the
Instagram social network and has
over 7,000 followers. On the Instagram
webpage, followers are exposed to
campaigns, benefits and current
updates accompanied by inspiring
photos and video clips.

The Bank acts on several levels
with respect to the maintenance
of customer satisfaction:

Survey data with
a low mark of the satisfaction index,
are (subject to the consent of the
customer) referred to the Branch
Manager for further treatment. The
Branch Manager is responsible to
refer back to the customer trying
to understand the reasons for the
dissatisfaction of the customer,
and to the extent possible try and
improve satisfaction by solving the

problems raised by the customer;

Branches
are allotted annual targets of
satisfaction indices. The extent of
compliance with the annual target
serves as a basis for remuneration
of the branches;

The surveys
are analyzed for the identification
of weaknesses in customer
satisfaction from the Bank
either absolutely or relatively
in  comparison to competitor
banks. Also analyzed are trends
of satisfaction among different
populations in order to identify
changes in indices. The findings
and insights are passed on to the
service group in order to perform
an in depth examination and/or a
change of policy, as required. The
findings and insights are delivered
also to the various business factors
in charge of customer relations
policies.

The above stated in relation to Discount Bank,

regarding the improvements made to service,
including evaluation of customer satisfaction,
preservation of customer satisfaction and the
integration of service values in the organizational
culture, applies also to MDB.

The quality of service is measured by the Net Promoter
Score (NPS). The data is being delivered regularly
and comprises an infrastructure for the drawing
of conclusions. MDB conducts on a regular basis,
a telephonic survey testing customer satisfaction
(following contact with the bank). The findings of
such surveys (analysis and management), comprise
an annual target for the customer satisfaction indices.

The service department of ICC has the vision and

values of providing excellent service. In addition,
daily instruction sessions are being held and workshops
for representatives are being held from time to time on
the subject of providing excellent service. In addition,
ICC strictly conducts daily customer satisfaction
surveys, both private customers and trading houses, by
which it examines the general satisfaction of the service,
satisfaction of the quality of work of the representative,
and measurement by means of the Net Promoter Score
(NPS; International recommender index). The marking
by the NPS is a part of the targets of the Key
Performance Indicator (KPI) of the service department.
In addition, the company analyses recurring and onetime
events in order to improve the quality of service and
customer satisfaction.

ICC conducts a number of surveys, in accordance with
the class of customer, in which it examines the level
of customer satisfaction from the company, service,
professionalism of the representative, and presents
recommendation of the company parameter, and the
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possibility of free comment.

In order to test and evaluate private customer
satisfaction, the company conducts satisfaction
surveys immediately upon conclusion of a
conversation and approach to the service center,
as well as a club survey conducted following the
issuance of the card.

In order to evaluate satisfaction of trading houses, the
company conducts a which
comprises the central tool for testing the quality of
service at the center. The survey tests on an ongoing
basis the service experience of the customer soon after
the time of interaction - a telephone call to the center.
The survey presents to the managers the strong
points, which should be maintained, and the aspects
that have to be improved regarding the interaction of
the center with the customers.

The average grading of the private customer satisfaction
survey results for 2017, at the end of the service call.
(on a scale from 1 to 4, with 4 noting "excellent”)

as regards satisfaction

as regards assessment of professionalism
The average gradings of trading houses survey for 2017

Measurement is being conducted through a
designated surveys system named "My Attentive’,
which allows the measurement of each question in
the surveys and provides an image of the situation per
employee over a period of time as well as according to
the measured parameter.

In cases where the answers given to the survey are
rated as being below expectation, or where they

include a verbal comment that needs to be addressed,

Continue on nextpage —
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—> Continued from previous page

the feedback is examined with reference to the
feedback provider and is being treated accordingly.

IDB Bank has adopted a Complaint Policy

("the policy") that provides a mechanism
whereby all complaints from customers or non-
customers (collectively “complainant”) are given
prompt, courteous, and fair attention regarding
any aspect of the bank’s products or services. The
Policy delivers a consistent and constructive
approach to investigating and responding to
complaints. Tracking and logging complaint
information provides the bank an opportunity to
identify potential compliance issues and
opportunities to strengthen and enhance the
bank's products, services, and/or customer
relations. It is an essential tool in identifying
weaknesses in staff training or with a particular
product or service, and differentiating between a
one-time occurrence or recurring problem.
Complaints may indicate a failure in bank
processes that if not notified by a complainant
could have resulted in violation of a law, regulation,
or bank policy. The Policy, and information
obtained from its adherence, will also help to:

recognize early warning signs;

identify complainant confusion or potential
issues with a product or service;

address customer concerns;

highlight potential violations of laws and/or
regulations;

validate and strengthen controls and identify
trends;

protect the Bank’s reputation;

provide a competitive advantage, e.g., quality
of service;

assist in third party service provider
monitoring.

In 2017, the bank received a total of 20
complaints: 3 were related to online banking
and 2 were related to branch errors with no
other trends identified.

The Bank attributes  great

importance to listening to its
customers and to encouraging customers
to inquire about any matter or problem.
The natural and immediate address is the
business official who services the
customer, in a branch or in other business
units. Nonetheless, there are cases in
which another address is needed.

The Public Complaints Commissioner
at the Bank coordinates the handling of
complaints and approaches made by
customers in different banking issues,
including mortgages, interest charges,
treatment and service.

Among the duties of the Commissioner
are: maintaining an interface for
the treatment of complaints and
approaches with the various units at
the Bank, the Supervisor of Banks,
the Israeli Police and various outside
factors; conducting examinations
of various banking matters and the
formation of findings for the business
functions, the branches, collection
functions and for the legal advisory
group; assistance, guidance and
follow-up of Bank employees in the
formation of solutions for customer
problems; assistance in the drawing
of conclusions and in organizational
study.

In September 2014, the Supervisor of
Banks published a Proper Conduct of
Banking Business Directive in the matter
of the treatment of complaints made
by the public, the entry into effect of
which was on April 1, 2015. According
to the position of the Supervisor, the
Commissioner represents the customer
vis-a-vis the bank and he has to act,
handle complaints and initiate the

drawing of conclusions in accordance
with the standards set by the Supervisor
of Banks. The Commissioner has to act in
accordance with the standards of fairness
vis-a-vis the customer and reach a fair
decision in the customer's complaint. In
accordance with the Directive, the Bank
has to adopt a policy as regards the
treatment of complaints and publish on
the Internet website and in the branches
a service treaty for the handling of
complaints. Customers should first refer
their complaint to the Commissioner.

Complaints submitted to the Bank
of Israel would be passed to the
Commissioner for attention. The
Commissioner, in replying to the
complaining customer, must clarify
that the customer has the right to file
with the Bank of Israel an objection to
such reply.

Theresponsetime of the Commissioner
to complaining customers will stand
at 45 days and in exceptional cases,
the Commissioner may inform the
customer of a 15 day delay in replying.
A complaining customer who has not
received a reply within 45 days may
refer the complaint directly to the
Bank of Israel. In practice, the average
complaint response time was 16 days
in 2017, compared to 18 days in 2016.

The Commissioner has the authority
to compensate customers. He has
to report once in every six months to
the Bank's Management and once a
year to the Bank's Board of Directors
regarding the treatment of complaints.
The Management and the Board of
Directors have to discuss these reports
soon after submission thereof.

Material deficiencies revealed as a

result of attending to complaints and
data regarding complaints received
and dealt with have to be reported by
the Commissioner to the Supervisor of
Banks once in every six months.

The Management and the Audit
Committee of the Board of Directors
received a report regarding the
deficiencies, the material findings and
the cross-organization deficiencies.
An annual report by the Commissioner
is presented to the President & CEO,
to relevant members of Management
and to the Audit Committee of the
Board. The Commissioner reports to
Management twice a year and once
a year to the Audit Committee of the
Board.

The Commissioner is required also
to publish to the public once in each
year, on the Bank's Internet website,
a concise description of the Bank's
policy in the matter of treatment of
complaints, the process of treatment
of a complaint and data regarding
complaints received and dealt with.

The Bank is required to publish on the
Internet website and in the Branches
the service treaty adopted by the Bank.

The service treaty is available to the
public on the Bank's website as from
March 2015, after its approval by the
Board of Directors.

In recent years, the Public

Complaints Commissioner unit in
cooperation with the Banking Division,
initiated various measures to improve
service and reduce the number of
complaints, including:

65



66 > The Customers

Analyzing cases of justified
complaints are analyzed; as well
as the transfer of dealing with
complaintsreceived fromthe Bank of
Israel to the personal responsibility
of district managers;

Deepening the process of drawing
conclusions in staff meetings at the
branches;

Improved mapping and reporting of
frequent failures or system failures;
Determination of an annual target
for the rate of justified complaints.

RATE OF JUSTIFIED COMPLAINTS

AT DISCOUNT BANK

50%

L3y
40%
30% 21.54
20% 1794

13.64
10% I
0% I II
2014 2015 2016 2017

Three complaints were received

by the Bank in 2017 with respect
to disturbance to the vicinity. One
complaint was in respect of a noisy
air-conditioning unit of a branch,
installed near to the bedrooms of the
apartment of the complainer. The
Bank changed the position of the air-
conditioning unit, so as not to disturb
the occupants of the building in which
the branch is located. The second
complaint concerned the noise made
by the ATM machine when in operation.
The Bank attended to the ATM machine
to eliminate the noise made by it when
in use. The third complaint concerned
the dirt in the entrance lobby to the
branch caused by passersby. The Bank
took strict measures as to the
cleanliness of the lobby, and no further
complaints have been received in the
matter.

Mercantile Discount Bank - One
complaint was received in 2016,
regarding  disturbance to the
vicinity - caused at night by noisy
air conditioning appliances at a
certain branch. The complaint has
been handled by the construction
department.

COMPLAINTS AND ENQUIRIES DATA AT DISCOUNT BANK

Complaints and enquiries received 3,029 2,651 2,666 3,793
_Complaints and enquiries dealtwith 3047 2577 2,713 3,378
mébmpletié'h of deé'l‘ing with"‘complé‘i'hts """""""""" 2034 1483 1,859 2,136

Completidﬁ of deal"i'hg with éﬁquiries',mrequestsménd clafi'fication'.?’; """""""""" 1013 1074 854 1,602
Percentage of justified complaints - 13.6% 17.9% 27.5% 43.0%
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DISTRIBUTION OF THE SUB)ECTS OF MAIN COMPLAINTS AT DISCOUNT BANK

In 2017
24.5¢ 24.4¢,
| S—
In 2016
27.6% 20.7%

| =

17.4% 12.3%

15.7% 13.2%

Means of payment - transactions in cash, in checks, by means of the online services and credit cards

The quality of service - attentiveness and service, call center and the opening and closure of branches

8.1%

¢ ¢ s

10.7%

5.2%

419

Current accounts - the opening and closing of accounts, transactions not in accordance with signature rights

or with no authorization
Credit

Securities, deposits and savings deposits

Other

Additional operations - inheritance, foreclosure, debt collection and execution of orders

8.1%

8.6%

The Bank of Israel report in the

matter of review of approaches
made by the publicin2017,was published
on August 7, 2018. The year 2017 is the
second yearin which the banking industry
in Israel, including credit card companies,
acted in accordance with the new
principles introduced by the Bank of
Israel in the matter of approaches by the
public.

The public approaches unit of the
Supervisor of Banks acted as an
appellate instance, control and
supervision over responses provided
by the public complaints officers
of the banks. No rating for banking
corporations was awarded in this year
also, with respect to public approaches,

in view of the change in the work format
as stated above.

In 2017, the public complaints unit of
the Supervisor of Banks handled 6,941
complaints, requests for information
and different requests for ex gratia
assistance.

Of 818 public complaints decided by
the public complaints unit, about 12.3%
(101 complaints) had been found
justified, and the banks or credit cards
companies involved were instructed as
to the rectification of the deficiency.

The percentage of complaints against
the Bank which the Supervisor of Banks
found to be justified out of the total
complaints against the Bank for which
the regulator adopted a position, stood
at 17.5% in 2017, compared with 3.5%
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RATE OF JUSTIFIED COMPLAINTS AT MDB
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Note:

Out of the data of complaints presented for 2017 3% of the
justified complaints relate to services provided by and under the
responsibility of Discount Bank.

ICC assigns great importance to attendance

to its customers and to encouraging them
to refer to the company regarding any matter or
problem. The natural and immediate address is
the customer service unit of the company or the
business factor dealing with the customer.
Notwithstanding, cases arise, which require an
additional address.

The Commissioner of Public Complaints at ICC

coordinates the handling of complaints in writing
made by private and business customers of the
company, which has one or more of the following
characteristics:

Customer complaints addressed to the General
Manager of ICC or to the public approaches
unit;

Customer complaints passed on to the unit by
ICC's spokesman office;

Customer complaints, which had not been
attended to by the relevant factors at ICC, or
which, in the opinion of the customer, had not
been satisfactorily handled;

Complex complaints or complaints having a
cross-organization impact which are passed
ontotheunitbyinternal factorsinthe company;

Customer complaints received through external
entities, such as: the Bank of Israel, consumer
organizations and public complaints units of
the banks.

In addition, the Commissioner instructs senior
officers of the customer service of the company,
in case of complaints referred to him, as to the
manner in which complaints may be settled with
the customers.

For details regarding Proper Conduct of
Banking Business Directive in the matter of
public complaints, see above. In accordance
with this Directive, ICC has formed a policy for
the treatment of complaints made by public, as
well as a service charter for the Commissioner
of Public Complaints, which is available on
the Internet website of the company and at its
customer service offices.

In accordance with the said policy, the
Commissioner has the duty to report once every
six months to the Management of the company
and once a year to its Board of Directors, with

DISTRIBUTION OF MAIN COMPLAINTS ATICC

In 2017

35.13%
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20.91% 5.6% 7.74% 4.53% 5.6%
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Deferred charge cards Quality of service

@ Online transactions @ Revolving credit cards @ Other

Credit (not for housing)

respect to the treatment of complaints, this in
accordance with the format determined in the
policy. Management and the Board of Directors
discuss these reports soon after receipt thereof.

In 2017 ICC and Diners handled 929 complaints
and approaches. 943 complaints and approaches
were received in that period.

The total number of complaints received

by the Bank of Israel in relation to MDB
was 53 approaches, of which, a position was
formed in 25 complaints, 3 complaints were
found to bejustified. In the case of 4 complaints
that were not found to be justified, MDB went
beyond the letter of the law to the benefit of the
complainant without making any monetary
reimbursement.

The ratio of complaints against ICC, which
the Supervisor of Bank has found justified,

to all complaints against ICC in respect of which
the Supervisor has stated his position, reached
5% in 2017, compared with 4% in 2016. The total
average ratio as above, in the whole industry was
12.3% in 2017.

In certain cases, ICC compensates customers
even though their complaint has been found
unjustified. 7 cases were recorded in 2017 in
which ICC and Diners acted beyond the letter of
the law (out of 21 complaints not found to be
justified, which were referred to the company
- 33.3%) paying free willingly compensation in
the amount of NIS 4,200. 8 cases were recorded
in 2016 in which ICC and Diners acted beyond
the letter of the law (out of 30 complaints not
found to be justified, which were referred to the
company - 26.6%) paying a compensation in the
amount of NIS 1,500.
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in 2016. This average percentage in the
entire banking system amounted to
approx. 12.3% in 2017, compared with
11% in 2016.

The ex gratia compensation of
customers - In certain cases, the Bank
decides to compensate customers,
even though their complaint had been
found unjustified. This is generally
based on business considerations with
the aim of preserving long standing
and loyal customers. In 2017, some
40 cases of unjustified complaints
were received (out of 134 unjustified
complaints - approx. 30%) in which ex
gratia compensation was given, in a total
amount of approx. NIS 80 thousand.

For 2017, the target for complaints
found to be justified was set at 17%
of all the complaints received by both
the Bank and by the Bank of Israel.
The Bank met its target in relation
to the total complaints received and
the rate of complaints found to be
justified stood at 13.6%. In relation to
complaints received by the Bank of
Israel, the rate of complaints found to
be justified stood at 17.5%.

The Bank adapts itself to the changing
world and acts to create innovative
banking models, which will provide
its customers with a sophisticated
service suited to their needs.

Among the goals of the Bank's
strategic plan, is the goal of the
implementation  of  technological
means and increasing customer
experience. Among the measures taken

in this field may be noted the
establishment of the Digital and Data
Division and the establishment of a
"Fintech and innovation" unit. The new
Digital Division leads solutions concept
in three principal content spheres -
direct channels, the CRM and customer
concept and current account. The
Division is responsible for an in-depth
understanding of customer needs and
expectations, and for the initiation and
development of solutions there for.

The "Fintech and innovation" unit acts
for the creation of cooperation with
Fintech companies and the integration
thereof in value offers to customers, as
part of the banking work environment
and of the systems of the Bank.

—> ADVANCED INITIATIVES IN
THE FIELD OF FINTECH

@7 A payments application allowing
| the easy transfer of funds. It is
possible also to transfer funds directly
to a contact person, or alternatively
send a paymentrequest and collectively
collect funds.

In April 2017, the Bank entered
into an agreement with a startup
company in the Fintech field by the
name of PayBox Payment Solutions
Ltd. ("the company"). The company
has developed a cellular phone
application and a designated Internet
website under the brand name of
"PayBox", by which it operates and
provides payment services intended
to customers of all the banks in Israel.
The service provides for the transfer
of funds between private individuals,
as well as the collective collection of
funds for a defined purpose by way of

establishing a closed group for this
purpose.

In accordance with the agreement
signed, the Bank would acquire from
the company an exclusive license to
operate the application and the website
in Israel. The technological changes
required for its operation by the Bank
have been incorporated in the product
and a permit was recently received
from the Bank of Israel to acquire the
activity of PayBox Israel.

At present, the Bank operates this
service independently in respect of
individuals having a bank account at
any of the banks in Israel.

. The first technological-business
" application in the banking sector
in Israel, which implements an open
banking concept into an interface with
third parties using an Application
Programming Interface (API) platform
of the most advanced in the world, and
which enables a secured link based on a
global standard.

In August 2017, the Bank entered
into a cooperation agreement with a
fintech technology company which has
developed a system for the management
of accounts and cash flows for small
and medium businesses, operating
by means of an Internet website and
mobile application under the "iCount"
brand name.

In  accordance with the signed
agreement, Discount Bank lets its
business customers securely connect
their business account with the
iCount accounting system, giving
them the opportunity to benefit from

advanced business management tools,
such as: displaying the balance and
current movements on iCount, smart
management of expenditure and cash
flows with iCount, integrating banking
information in the accounting reports
with iCount and more.

The collaboration is suitable for the small
business customers handled by the
Banking Division and supports the Bank's
growth targets in this business segment.

DIDI, which constitutes a
» breakthrough and is the leading
BOT in the Israeli banking system,
allows customers to conduct
transactions, gives them access to
information and provides insights
into account activity by means of
written or spoken requests made
using simple language. The service is
based on advanced analytical and
artificial intelligence capabilities and
is the first of its kind in the banking
sector.

TheBank hasintroduced anew service
for customers using the banking
application, which enables them
correspondence and conversation
with a digital representative on the
application by the name of DIDI. DIDI
proposes a unique and innovative
way for digital banking activity, thus
changing the way in which customers
use the application. The conversation
with DIDI is held in an open language.
DIDI is able to provide customers with
information regarding their accounts,
to execute banking transactions, to
assist customers in getting oriented
with the application and to bring up
important insights contributing to

7
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a smart financial conduct. A pilot
project introducing "DIDI" started at
the end of September 2017, gradually
exposing "DIDI" to all customers until
the end of December 2017.

This is unique and primary service
provided in the Israeli banking
industry.

—> DIRECT CHANNELS

The Bank acts on a current manner
in order to provide its customers with
an advanced experience regarding
its direct channels, aspiring for a
continuous improvement both as
regards the type and variety of services
and as regards user friendliness and
customer experience.

At the end of 2017, the Bank had approx.
432 thousand active subscribers of
the online services.

At the end of 2017, MDB had approx.
236 thousand active subscribers of
the online services.

The services and products added to the
operation in the year 2017, are:

Private customers active on the digital
service, may join the Toucher account
and enjoy an advanced multi-channel
digital service experience.

Toucher customers enjoy, inter alia,
exemption from current account
management fees and from credit card
fees, the possibility of communicating
with the banker by e-mail and through
the mobile application, ordering

a credit card through the digital
service, obtain consulting services by
telephone through the countrywide
investment center, as well as longer
operating hours.

The transfer to the Toucher account
is made by means of the mobile
application and of the operations
website, and a new customer
interested in joining this service
within the framework of opening an
account on-line, may do so already
at the opening of the account on the
website.

A digital help allowing all surfers
being customers of any bank to
conduct a conversation with a
digital representative (a robot) on
a designated Facebook page, on
Facebook Messenger - "Discount
BOT".

"Discount BOT" is based on
advanced technology enabling digital
communication with surfers by means
of chat correspondence. The BOT
identifies and deciphers the contents
of the approach - made by free writing -
and accordingly provides an automatic
reply, on the basis of the data base,
with respect to a range of subject that
will grow wider.

In the credit card sphere, options have
been introduced that make it easier
and more efficient to obtain a new
credit card or to recover one’s PIN: an
option has been added to activate a
new credit card - also through the app,
as well as recover a card’s PIN and to
immediately display this on the screen
through the website or the app for

private individuals.

The means of communication between
the Bank and its customers were
expanded and improved, including
correspondence with the banker
service, an additional tool by which
Bank customers may communicate
with the banker and correspond with
him by means of the application,
receive information and conduct
operations without having to stand in
line.

. Sending an amount of up to
NIS 2,000 per day to a payee from a
contact list on the mobile device - by
means of the app. The contact will
be sent an SMS with a one-time code
which he can use to make a cash
withdrawal from a Discount ATM or
to transfer the amount to his bank
account by inputting details on the
designated page on the marketing
website.

On Apple devices, this transfer can
also be made using SIRI, Apple’s digital
assistant.

Possibility of a one-
time transfer at a future date (up to 6
months ahead) - via the website.

setting up a cyclic transfer to specific
payee and in a fixed amount, the first
payment date of which can be up to six
months ahead.

At the end of December, the Bank began
the gradual rollout to its customers of
a new, advanced capital market zone
on its website for private individuals.
The new capital market zone provides
a simplified trading and transaction
execution experience, and access to
information and analysis tools that
are presented to the customer in a
convenient and intuitive manner. At
the beginning of 2018, all the Bank’s
customers will gradually get access to
the new capital market zone.

Tools have been added that assist
the customer in quickly obtaining
information about his accounts,
through the use of new technologies:

the widget
displays account information
conveniently and quickly without
needing to input ID details, similarly
to the “Quick Look” service on the
app: current account balance, last
three transactions, upcoming credit
card charges and value of securities
portfolio.

on supported iPhone
devices, a long press on the app icon
displays a menu for locating branches,
making transfers, depositing checks
and making cardless cash withdrawals.
Pressing on one of the topics will take
the customer to the relevant screen
in the app after completing the ID
process.

updating the
app to operate on the new iPhoneX
device, thereby letting the customer
enter the Discount app through the
recognition of facial features.
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The Bank is working copiously in

order to help different
populations, including the adult
population, in the integration of the
correct and safe use of online
services. This, due to the belief in the
advantages that such services may
bring to these populations (availability
of the service, time saving, unique
experience, etc.) and the
understanding of the difficulties that
accompany the changes in the
manner of use of the services and the
adoption of new technologies.

In this framework, the Bank invests
considerable efforts in the planning
and design of the interfaces and the
digital processes, while especially
emphasizing the simplicity of the
processes, their intuitiveness and the
language in which they are presented.

In 2017, the Bank introduced "DIDI"
- the digital representative on the
Bank's application, which, inter alia,

provides a response also for the
needs of the elder population. "DIDI",
based on advanced Al capabilities,
allows for easy orientation regarding
the digital services, carrying out of
operations and obtaining response
to a variety of questions regarding
the conduct of the account, by means
of a simple free text request (either
written or oral) made directly from
the entry screen. The Bank considers,
that accessibility to the various
digital services by means of "DIDI"
removes a central block existing at
the present time with respect to the
use of digital services by a part of the
said population. All this, alongside
the continued communication - by
contents and clips - describing new
products and services available
online, at the branches and in the
different media.

In addition, in each branch where
teller services are being discontinued,
the Bank places a banker whose duty
is to assist customers in obtaining
service by means of the automatic
machines, with special attention to
the adult customer population, and to
instruct them in the use of the mobile
application and of the operations
website, in order to facilitate customer
in performing their operations through
these channels.

Customers over eighty years of age
are entitled to preference in line
for service. This is brought to the
attention of the public by relevant
signs and by video clips on LCD
screens at the branches, the Bank
endeavors to integrate by the end of
2018 the preference in line also into
the line management system.
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All the above have been added to the services
introduced in prior years, and have been improved
during the year, such as:

In2017,ICC continued to establish, promote

and modify its assets and products to the
challenges of the digital revolution, including
development of new initiatives and their
integration in to the wide array of the digital
assets, such as the digital wallet Cal4U, the
business application Cal4Biz and more. The
contribution made by the integration of products
and services leads to a significant increase in
the use made by customers of the online
channels. Among the central services, may be
mentioned:

Ordering a credit card online - development
and integration of a designated service for
the ordering of a credit card online, both
on the desktop platform and on the mobile
platform;

Online credit products - availability of credit
products to private and business customers
by means of all digital platforms in general
and by the mobile platform in particular;

Transfer of funds by means of the mobile

An online immediate loan process that can be
completed within 3 minutes;

Blocking a lost or stolen card or replacing a
defective card directly via the application;

Voice search via the Cal4U wallet application;
Online secret code viewing on digital assets;

The direct accessibility to the chat service
from the website or from the application;

Application of the "Mobile First" concept,
while making the websites of the company
accessible in a responsive version adapted to
the size of the screen of the user;

"Vocal visual' answering service used as
a supporting tool in conversations with the
service centers;

Integration of designated tools supporting
the customer in the digital assets, including a
Google search in the company's websites;

An innovative payment through the Cal4U
application for the purchase of digital
vouchers.

phone - integration of a service for the real-
time transfer of funds between customers of
ICC;

Personal design for the credit card - a
designated digital asset enabling ICC credit
card holders to personally design the image of
their credit card, a unique service in Israel.

From the viewpoint of ICC, the digital media
serves as a channel reaching the whole of the
population, which makes important and valuable
information accessible also to those who find it
difficult to leave their homes.
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The present financial world is much
more complex than the one with which
the public was familiar a decade or two
ago. The offer of financial products
has become wider and the products
themselves more complex. In addition,
in view of changes in regulation, in the
pension savings field in particular,
the individual is increasingly required
to make complex financial decisions.
The public debate has widened also
to a financial debate - the growing life
expectancy, the importance of long-
term savings, consumption culture,
sensible financial conduct, the cost of
living, investment channels regarding
pension savings, choosing a mortgage
loan, the low interest in the market
which challenges the returns on
the different investment channels,
as well as to the growth in credit to
households.

From a holistic viewpoint of the

customer's needs at any point of
time during the changing stages of life,
starting with the opening of a young
person account, continuing as a service
man, student, as a young family, as an
adult family, facing retirement and post
retirement, the Bank has devised
appropriate study/lecture material on
the subject of financial education, in
order to assist its customers in making
educated decisions, as well as created
financial products, all of which for
increasing its customers satisfaction.

The Bank approaches its customers
and the public at large making the

financial language accessible to the
full range of ages and initiates many
activities in the matter:

Customer conventions at the
branches on matters of sensible
financial conduct, family economics
and the capital market;

Lectures to organizations/
corporations at their request;
Financial education workshops for
families and children aged 6-12,
13-17 at the Herzlillienblum private
Museum;

Designated study programs
for high school students at the
Herzlillienblum private Museum;
Lectures on pension planning for
adults;

Lectures at academic institutions
on financial matters intended for
juveniles.

The conventions are designed to simplify
understanding and make the financial
language accessible to the customer
public. The conventions focus on
the explanation of basic terms, while
presenting to customers the various
service layouts and the modification
to customer needs of the consulting
services available at the Bank. In these
conferences, customers also receive
responses to their questions.

In the wake of these conventions,
customer readiness to increase their
involvement in important financial
decisions during the various stages
in life is noted. The feedback
supporting the conventions indicate
the satisfaction of the participants and
their wish to continue being invited to
similar activities.

Focused activity is conducted from

time to time is a certain area, such
as the financial education week in
the Haifa and Northern Region, and
sometimes a simultaneous activity
is being conducted in several regions
nationwide. The activity of the Bank
in the financial education field is
conducted at no charge and is open
both to Bank customers and to those
who are not customers of the Bank.

Since 2012, date of starting this
activity, and until the end of 2017, all
of the Bank's branches participated in
it, in over 570 different events.

The  Supervisor of Banks

established a Forum in 2016,
which includes the Union of Banks as
well as all banks operating in lIsrael,
with the aim of expanding the activity
on the subject of financial education.
The leading banks, which until then
had been engaged in financial
education, were Bank Hapoalim, Bank
Leumi and Discount Bank. Discount
Bank has shared with the Forum
members the abundant know-how
accumulated by the Bank. The Bank
also participates in the many
committees of the Forum.

A financial education month, in
participation with the Bank of Israel
and all banks, was held in 2017,
directed at ninth grade middle school
students. The activity was conducted in
participation with the national parents
association, the Ministry of Education
and other factors, which wrote the
curriculum in a manner suitable for
young persons.

The activity was held in two rounds.
The first and larger of the two was held

in November 2017, while the other one
was held in February 2018.

Each class
was present attwo meetings presenting
basic contents regarding financial
conduct, sensible consumer behavior,
savings and banking. The activity
included a play set for the second
meeting in the form of decoding a safe
deposit box code. Discount Bank took
part in 70 classes and 140 meetings.
Over thirty Bank officers from all
divisions of the Bank took part in the
activity, after being trained by the
financial education unit.

As known to the Bank, the Supervisor of
Banks intends to hold in 2018, a week/
month of financial awareness activities
directed at the elderly population. The
focus of such sessions would be the
use of digital instruments.

The involvement of the Regulator in the
field of financial education, driven by
a real desire to strengthen the know-
how of the public at large as regards
financial matters, increases the activity
of the banks in this important area
and stimulates its expansion. It is the
intention of Discount Bank to continue
and increase this activity, expanding it
in 2018 to new focused sectors, such
as freelancers, young persons and the
elderly, trying to provide them with an
appropriate and focused solution for
the different stages in the lives of its
customers.

The Bank conducts also intra-
organizational  activity = for the
enrichment of Bank employees and
their family members, by means of
a capital market workshop of eight
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LECTURES AND WORKSHOPS

The Bank offers a range of lectures and workshops, including:

Budget management

Correct financial conduct in
an economically challenging
period

Economics between the
business and the family

Know about money

An experiential lecture, presenting an image of the individual's financial
conduct and the way to improve it.
"It'll be OK" - regarding our economic management culture

The breaking of myths - "all inclusive vacation"

Overdraft, loans and credit, management of the monthly budget -
eradicate the deficit

Duality and money, children and money, retirement age and money
A lecture to freelancers on the subject of conduct
Lecture to young persons in junior high and high schools

The Israeli economy vis-a-
vis global recovery and the
low interest rate

Psycho-finance

You and your financial
matters

Real estate investments, risk
or chance

A lecture describing in a light experiential manner events taking place in
capital markets in Israel and abroad and preparations to be made for a
year in advance, including the economic challenges which face investors

in the capital market at the present time.

The relation between making economic decisions and investments in the
stock exchange, and the personal psychological characteristics.

An analysis of the residential real estate market as an alternative
investment, latest trends in this sector by geographic distribution, when to
investments in real estate and who should.

Capital market workshop
Micro and macro, their
relation to private
investments and savings

Seniors field - financial
education

3 meetings, 2 subjects per meeting
Meeting 1 - Macroeconomics + Bonds
Meeting 2 - Mutual funds + ETN's
Meeting 3 - Shares + Psycho-finances

The workshop provides participants with basic tools for understanding the
financial world and becoming familiar with basic concepts of the capital

market.

Family economics
Pension
Capital market

Israeli economy
Psycho-finances
Analytical reading of the financial press

meetings, which takes place at the
Bank's meeting rooms and at the
Discount College. Some 25 persons
participated in each such activity, and
over twenty such workshops had been
held since the beginning of this activity
in 2012.

In addition, the financial education
unit is intensively acting to locate new
lecture contents regarding financial
matters, in the spirit of the times, for the
enrichment of participants in financial
knowledge.

Development of a designated

Internet website - the Bank
presents on its principal website, under
the heading of "Family and financial
education" wide contents dealing with
financial education, this as part of the
Bank's coverage for the family,
modified to the various stages in life,
and presenting life events. This begins
with contents for juveniles of primary
school age, continuing with middle and
high school age; contents regarding
issues relating to servicemen; pre-
enlistment, soldiers on active service

)4

and pre-demobilization;  contents
relating to students; budget planning,
saving in expenses, enjoyment of
benefits, in between jobs; contents
relating to the family: we and money,
pre-nuptial, pre-childbirth, divorce;
contents relating to housing and
mortgage issues; contents relating to
current  economic  management:
preparing for holidays and vacation, a
monthly family budget, how to
eliminate a bank overdraft, loans,
deposits and savings; contents relating
to retirement. pension savings,
preparation for imminent retirement;
as well as a dictionary of capital market
terms including many terms.

The Bank leads the subject of

development of designated
booklets providing knowledge
enrichment to customers: a booklet for
elementary age, hints booklet and capital
market booklet. It is the Bank's intension
to continue and develop activity in all
fields - frontal, digital and printed - while
continuing the cooperation with leading
factors in this area.

\-‘
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MDB and ICC , as is Discount Bank, view the

absorption of financial education as an
important layer of their activity in aid of the
community, and accordingly, employees volunteer,
within the framework of the project "A Different
Lesson" to impart basic banking and budget
management terms to school children, through the
cooperation with the "A Different Lesson" Association
and with other organizations engaged in financial
education (for additional details, see in the Chapter
"Discount for the community” in this report).

A financial education workshop initiated by
the Supervisor of Banks. MDB participates in a
Forum initiated by the Supervisor of Banks for
the advancement of financial education. Within
the framework of the financial awareness
month, bank employees held in November
2017 instruction sessions of two meetings for
ninth grade pupils at some thirty schools. The
workshops were conducted by bank employees
using educational material produced centrally
and in participation of all members of the
banking sector in Israel.

A financial education workshop held at a
female victims of violence shelter. Within
the framework of a further initiative of the
Supervisor of Banks with the cooperation of
the banks, and in an attempt to assist women
who had left their homes and live now in
shelters for female victims of violence, a senior

female manager at MDB conducted a financial
education workshop at a female victims of
violence shelter in the Arab sector.

Additional activity. Employees of MDB conduct
fromtimetotime financial education workshops
for youth groups of different frameworks,
including within the framework of "A Different
Lesson", and Ethiopian expatriates within the
framework of the "Rakia" project in the Tebeka
Association.

ICC introduced in
2014 the channel "Cal Lada'at" on YouTube. A
set of eleven video strips providing information
on a variety of financial concepts, in a clear,
common and in simple language. For example:
interest and prime interest rate, loans, revolving
credit, off-banking credit facility, banking
credit facility, safe purchase on the Internet,
immediate debit card, off-banking credit,
CPI linkage. These video strips had reached
hundreds of thousands of views.

n

Alongside the diverse financial

services provided by the Bank to all
classes of customers, the Bank develops
designated  services for  specific
populations, such as small businesses,
minority populations, students, etc.

The Bank is aware of the changing
needs of its customers and acts to
provide a professional response having
added value. Discount Bank, as one of
the large financial corporations, has a
considerable impact on the economy;
therefore, it is active in advancing the
different populations while diligently
adapting solutions to their unique
needs.

Discount is the first bank in Israel to

market a unique and innovative
program, at no cost, that grants special
benefits to customers who are family
members - “the Family Program”.

The Bank offers its customers a unique
program, which is designed for existing
and new customers who are related
to one another. The idea is to connect
several customers who are related to one
another having different accounts, to the
"Family Program" in the Bank's systems,
and thus provide financial strength to
the family cell. The program allows the
utilization of the family's power and
grants family members benefits having

financial values in accordance with the
benefit program chosen by them.

The connection to the family group
grants the family members participating
in the program, benefits, and everything,
of course, while strictly maintaining bank
confidentiality so that none of the parties
joining the program share or are involved
in the accounts of the other family
members.

Exemption from commission on
money transfers in Israeli currency
between accounts of the family
members participating in the program.
"Family plus" - offsetting interest
on overdrawn accounts against
the accounts of the other family
members. The program allows the
customer to enjoy the setting off of
interest charged on their overdraft so
long as one or more family members
participating in this benefit has at that
time a credit balance on their current
account, in accordance with the
principles of the program.

"2go key" card - a rechargeable card
in the name of the child provides
parent security and control over
expenses, as from the age of fourteen.
An exemption from card fees to
customers participating in the family
program.
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Saving for higher education - a
monthly saving for fifteen years with
a gift from Discount Bank of deposits
for one full year.

Family loan - All-purpose loans at
preferential terms to members of the
family program.

-— Family deposit - A shekel deposit at

preferential terms to members of the
program.
Business Family - The program grants
benefits to customers managing at
Discount Bank their business account,
private account and accounts of
family members.

Within the framework of the strategic

plan, the small and minute
businesses segment has been defined as
one of the focus segments, on which the
Group would focus, as a central growth
engine. In the activity in 2017 emphasis
was placed on the automatization of credit
processes in the small business segment,
among customers having a debt of less
than NIS 1 million. In addition, the focusing
on the segment continued, with an
emphasis on increasing the activity with
existing customers, attracting new
business customers and the basing of
growth upon improving the models for the
rating of business customers as a
supporting tool for the granting of credit.

Service to small and medium
businesses. The Bank's customers
which are small and middle
market businesses obtain services
commensurate to their volume of
operations, this in order to provide
professional service appropriate to the
customer's characteristics. Customers

having a volume of operations of up
to NIS 15 million and indebtedness of
up to NIS 4-5 million, obtain services
from the business banking teams
at the Bank branches. Customers
having higher volumes of operations
and indebtedness than those stated
above, obtain services from the Bank's
business centers.

Small business funds. Since 2012,
Discount Bank is operating from its
own resources credit models for the
financing of funds for small businesses.
The fund is designed for Bank customers
with an income turnover of up to NIS 15
million. Different classes of funds exist
in accordance with customer needs
(business development/ investment in
machinery and equipment). The balance
of credit in the funds as of December 31,
2017 - NIS 195 million (December 31,
2016 - NIS 135 million).

Business credit card. The Bank offers
a "business key" credit card to its
customers. This card is intended to
provide business owners with a unique
service through the use of a credit card of
a key type, which enables the customer
to obtain discounts at trading houses
that are suppliers.

SMS business packages. A package
that allows extension of current account
services. Receiving messages regarding
the following matters are available:
notice in advance as to the termination
of a guarantee, outstanding balance
of guaranties relating to the account,
collection of post-dated checks (balance
and payments), checks serving as
collateral (balance, payments and
shortage vis-a-vis the defined amount),
order of check books, dishonored
checks, etc.

"Business +" website. A designated
website for business customers. The
website presents comprehensive data
regarding the accounts of the business
and allows customers to transact
business independently, directly from
their place of business.

Discount Bank introduced in 2017 a

new service for freelancers, which
includes a personally adapted benefit
plan and innovative digital services.
Introduction of the service was
accompanied by a wide marketing
campaign which emphasized the
absurdity of the "current plus" system.

The Bank decided this year to attend to
a segment of the market, which hitherto
had not received a proper banking
attention - the freelancers, a segment
showing a significant growth trend in
recent years. More and more people
choose to set up a business of their own,
due either to choice or constraints, and
become freelancers who provide services
to organizations and private customers,
and who do not employ others.

This change in the employment model
is a global trend. In the United States,
the freelancer market segment grew by
26% in the years 2006-2013, comprising
at present about one third of the U.S.
workforce. Estimates indicate that by the
year 2020, the freelancer segment would
comprise 40% of the U.S. workforce.

Approximately 300 thousand freelancers
conduct business in Israel, comprising
7.6% of the total workforce in the market.
A study made by the Deloitte Research
Company found that the number of
freelancers in the local labor market grew
by 33% in the years 2009-2014. Despite

the growth in this labor market segment
with its particular needs, there exists in
Israel no organization that incorporates
and provides support to freelancers.

With a view of identifying the target
population, the Bank had conducted
a study focused on the targeted
population, its needs and difficulties
prevalent in this field. The idea behind
the plan being offered by the Bank to
freelancers provides response to the
principal requirement of the group - lack
of economic certainty. Freelancers, as
different from wage earning employees,
experience extreme fluctuations in their
monthly cash flows due to fluctuations
in the scope of their work, and also due
to the payment system of "current plus”
prevailing in the Israeli market.

Furthermore, many freelancers run
their business using the family bank
account, thus the different income and
expense items make income control
difficult. Additional identified points of
difficulty were the lack of a business
plan adapted to the characteristics of
the work, difficulties in dealing with the
authorities, worry about social benefits
and the marketing of the business.

In order to face these challenges,
Discount Bank has established a unique
term package for freelancers, which has
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solutions and tracks adapted to their
needs. Thus, for example, the package
offers a bridging loan, "current plus on
our account”, in an amount of up to NIS
30 thousand at an attractive interest rate,
granted against future cash inflows, in
order to allow the customer to conduct
an ordinary manner of life with no debts
while awaiting payment for his work.

In addition, the Bank offers a credit
facility of up to twice the average
income recorded in the previous six
months, pension savings, assistance
with formation and marketing of a
business plan, as well as additional
benefits, such as a loan to cover
expenses of organizing the new
business, exemption from different
commissions, and more.

Doco-realty Campaign - this is how
you buy Falafel on “current plus 60"
terms. Within the framework of the
said move, the Bank introduced a
marketing campaign in which were
produced video clips of the doco-realty
style, which reflected the particular
difficulty of persons that have to live
on income receivable on the "current
plus" basis. The video clips show an
actor, himself a freelancer in non-staged
scenes, trying to buy different goods
and services on the "current plus" basis.
The authentic reactions of the suppliers
have been documented in the campaign,
demonstrating the economic absurdity
that freelancers face on a daily basis.
The campaign has been accompanied by
contents which included reports and tips
for freelancers.

The Bank has been successful in creating
awareness to the singular offer, and the
campaign led to the opening of hundreds
of freelancer accounts with Discount.

In recent years it has become more

widely  understood that the
population in shelters for female victims
of violence, who have mostly been forced
to flee their homes without any support
and resources, lacks the means to survive
and look after their finances. This situation
intensifies the feeling of isolation and fear
felt by these women at the moment of
their being cut off from their previous life
and, not least of all, damages their ability
to cope with difficulties and to begin a
new chapter. Due to these difficulties and
due to their having insufficient financial
guidance, the women’'s dependence on
their abusive husband/partner could
continue or even intensify, sometimes
even leading to their returning home - even
though this is not what they want.

In view of this and as part of the Banking
Supervision Department’s desire to
promote the economic independence of
women, it was decided to support female
victims of violence staying in shelters and
half way homes. To this end, the “Banking
Availability” Covenant was drawn up in
January 2016 with the aim of assisting
female victims of violence to embark
on a new and independent economic
path. Partnering in this initiative are: the
Association of Banks in Israel, the banks
and credit card companies in Israel, the
Banking Supervision Department, the
shelters for female victims of violence,
and social organizations. Since the
covenant'’s inception, 540 female victims
of abuse have to date received assistance
from the banking corporations.

Every banking corporation has a
designated coordinator, who is assigned
to each woman who enters the shelter. At
Discount Bank, the manager of mortgage
public inquiries has been appointed the

coordinator. The Bank has strengthened
its personal connection with the shelters
that look after female victims of violence
and assist the women by suggesting
relevant financial advice in accordance
with the special circumstances of each
individual case. Within the framework
of these activities, the Bank cooperates
with the social workers at the shelters in
providing whatever support is needed to
the women staying in the shelter.

When the Bank is contacted by the
shelter, the coordinator - in cooperation
with the Debt Monitoring Unit, with the
branch management and with the other
relevant units - examines the case with
the aim of assisting and preventing any
deterioration in the woman’s situation.
Together they go over the account
printouts, check whether there are
standing orders or direct debits that -
owing to the woman being in the shelter
- are superfluous, examine whether
there are outstanding loans and whether
assistance can be provided by easing the
repayment schedule, and so forth.

Along with this, the “Banking Availability”
Covenant calls for the banks to provide
financial education at the shelters through
the “Banks Adopt a Shelter” program.

Accordingly, the Bank has adopted two
shelters. It should be noted that the
Bank’s employees, the manager of the
Toucher (digital) branch and his team and
the manager of the Beit Hakerem branch
and her team have been volunteering
at these shelters even before the
covenant was drawn up. As part of the
adoption, the volunteers further the
financial knowledge of the women and
staff working at the shelter through
periodic financial training sessions
and provide personal assistance on an

individual basis to every woman staying
in the shelter. In addition, the Bank
assists women planning to leave the
shelter irrespective of whether they are
customers of the Bank.

On July 2, 2018, the annual gathering of
the covenant’s partners was held at the
“Herzelilinblum” private museum. The
event was attended by the Supervisor
of Banks, the CEO of the Association of
Banks in Israel, the National Supervisor for
Family Violence at the Labor and Welfare
Ministry, the female CEOs of Discount
Bank, Bank Leumi and First International
Bank, and many other guests

With the aim of making higher

education accessible to all
youngsters, the Discount Group is
offering a variety of loan models that
are intended to answer the special
needs of students. Thus, for instance,
with respect to a loan of the "Degree
with peace of mind" class at Discount
Bank, the repayment period is up to
eight years, and the repayments of the
principal of the loan may be deferred for
three years, while enjoying especially
low repayments during the studies
period. A loan for the splitting of tuition
fees is granted against the presentation
of a payment voucher (also to the
parents of the student). The payment
voucher may be split into up to ten
payments without interest and linkage
(the first payment made in cash).

The overall repayment period for
loans to students studying abroad for
higher degrees, is seven years, and
the repayment of the principal amount
of the loan may be differed for up to
twenty-four months. In addition, loans to
students for any purpose are available
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at attractive interest rates.

In recent years MDB also introduced
special credit products to the student
population, which are especially
tailored to their needs and abilities,
with a special focus on peripheral
areas, in the Arab sector and in the
Haredi sector:

Tuition fee loans granted at the
branches - students may finance tuition
fees by a long-term loan, with a grace
period of up to four years during studies
and beginning the long-term repayment
of the principal amount one year after
completion of studies.

Financial tranquility for the student -
cooperation  with the academic
institutions by means of a tuition fees
fund, while in most cases the institution
pays the interest on the loan while
the student repays only the principal
amount.

Encouraging higher education in the
Haredi sector - within the framework of
cooperation between the bank, the Haredi
Professional Advancement Fund and the
Council for Higher Education, students
receive a subsistence loan during their
study period and upon graduation receive
a scholarship of 40% to 70% of the loan
(depending on the subject studied), the
remaining balance of the loan being

STUDENT LOANS IN THE YEARS 2014-2017

in NIS millions

MDB

Discount Bank 156 195 214 274

450 455 351 241

repaid over a long period.

In accordance with the Equal

Rights for Handicapped Persons
Act, the Bank has appointed an
Accessibility Coordinator which leads
and coordinates the accessibility
operations at the Bank and serves as an
address for any approach in the matter.
The Bank conducted a "Discount
accessible" project, within the
framework of which, the Bank made
accessibility modifications in
accordance with the new regulation,
both from the aspects of building,
infrastructure and environmental
modifications and the aspects of
modifications for accessibility to
service.

For the purpose of the project,
the Bank engaged an association
specializing in the matter of
access to handicapped persons,
in  which authorized professionals
operate, who accompany the Bank,
providing guidance and advice on
the modifications required for easy
access.

Within the framework of the project, a
comprehensive survey of all the Bank's
properties had been performed for the
mapping of gaps and the definition
of modifications to be carried out in
accordance with the Equal Rights for
Handicapped Persons Regulations
(Accessibility adjustments to a public
place being an existing building), 2011.
Furthermore, the Bank had mapped all
services which require modification of
accessibility to services in accordance
with the Equal Rights for Handicapped
Persons Regulations (Accessibility
adjustments to service), 2013, and

accessibility modifications have been
made at Bank properties inaccordance
with a multiyear work plan.

In addition, accessibility modifications
have been made at the marketing
Internet website and in the operations
website, and in addition, training
sessions are held to employees on the
accessibility subject.

The above stated relates also to MDB
and to ICC.

Information is presented on the
websites of the Bank and of MDB with
respect to branches and services
accessible to handicapped persons
(including parking for the disabled,
accessibility to the branch, toilets
for the disabled, ATM machines
modified for persons having mobility
or sight difficulties, service stations
and aid instruments for persons with
hearing impairment).

IDB Bank. IDB Bank complies with
applicable provisions of the American
with Disability Act (ADA). The ADA
requires that disabled persons be
afforded the same access to public
accommodations and given the
same employment opportunities as
nondisabled persons. The ADA is made
up of five titles; the two that apply to
banks are Title |, Employment, and Title
111, Public Accommodations and Services
Operated by Private Entities. Specifically,
ADA prohibits discrimination against
persons with disabilities in the areas
of employment practices, access to
physical facilities, and goods and
services offered to the public.
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MDB specializes, inter alia, in providing

services to small and medium businesses
and in providing services to the Arab and
ultra-orthodox Jewish populations.

MDB views the retail segment as a central
target of its business development and is
diligently following the disposition of branches
in this sector as well as improving the service
to its customers.

Within the framework of this segment, MDB
provides to private customers, typified by
household activity, a variety of banking
services and financial products, including
services regarding credit, housing loans and
the capital market. These services are provided
to customers of this segment through a layout
of MDB branches, which at the end of 2017
numbered 77 branches countrywide and by
means of the TeleBank, the mobile application
and the Internet website.

Continue on nextpage —
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The service to the general customer population
of the Bank in the private sector, is based upon
many years of acquaintanceship and the granting
of personal consulting and service, both at
branches and through additional marketing
channels (Internet, TeleBank, etc.), as well as
through involvement in the community and
adapting to its needs.

Most of the customers of MDB belonging to
the household segment of this bank, receive
banking services by means of MDB branches, of
which 36 branches located in places having an
absolute majority of the Arab population in the
Acre Region and the Nazareth Region, as well
as additional branches in others places in Israel,
including: Rahat, in east Jerusalem, Wadi Nisnas
in Haifa, Jaffa and more.

MDB operates 11 branches at the heart of

the Haredi sector. The branches are located
countrywide, mostly in the Jerusalem, Bnei Braq
and Ashdod areas as well as in additional areas
populated by the Haredi community. The bank
specializes in the development of products and
the granting of designated services to the Haredi
customer population. The bank has a special unit
handling associations and organizations
belonging to the Haredi sector, which handles
hundreds of such institutions. In addition, the
bank operates its branches at business hours
that are convenient to this population.

The small business segment at the MDB is

one of the outstanding segments of MDB
and accordingly is a central target in its business
development. MDB provides varied banking
services and financial products to small business
customers (individuals and companies). Around
one half of the customers of MDB who belong to
this segment live in areas where the population
has an absolute "non-Jewish" majority and receive
banking services by means of branches of this
bank, 36 of which belonging organizationally to
the Acre and Nazareth regions and additional
branches in other regions and areas around the
country.

Governmental funds for the support of business.
During the past decade, MDB has developed, in
cooperation with relevant government agencies,
expertise in the granting of credit to small and
middle market businesses through governmental
funds for the support of business.

Small Business Fund. The Ministry of Finance
informed the Bank on January 17, 2016, of its
decision to accept the offer of MDB (and its
institutional partner), as one of the winners in the
tender. The maximum volume of credit, which the
bank (jointly with the institutional body) would
be able to grant customers within the framework
of this tender, amounts to NIS 650 million. The
balance of loans within the framework of the
Fund which MDB granted its customers (jointly
with the institutional body), amounted as of
December 31, 2017 to NIS 480 million (2016 -
NIS 190 million).

Within the framework of this segment, MDB

provides a variety of banking services and
financial products to large business corporations.
The business of such customers is typified by
significant complexity and sophistication -
accordingly, the bank provides to these customers
financial products, mostly in the credit field,
tailored to their activity and specific needs -

having comprehensive view to their varied
businesses.

A fund for the renewal and purchase of
production facilities. MDB has a designated
fund, established in 2015 in conjunction with the
Manufacturers' Association, for the granting of
long-term credit to Association members who
wish to renew and purchase equipment and
manufacturing facilities, and in this way upgrade
the industry and increase production ability and
competition. The outstanding balance of the
loans granted by this fund amounted at December
31,2017, to NIS 29 million.

Service to minute businesses - ICC

provides clearing services to minute
trading houses through Aggregators. When a
trading house leaves its particulars on ICC's
businesses website, it receives a message that
its application has been forwarded to an
aggregator, which will contact it regarding the
clearing terms. The aggregators with which ICC
collaborates specialize in providing a solution
to the needs of minute trading houses through
the use of advanced digital technologies that
enable the minute trading house to work with an
application and with the aid of a card-reader
that conects with either a smartphone or a
tablet.

Credit to local communities - Under the

Community Reinvestment Act (CRA), IDB
Bank is required to help meet the credit needs
of the local communities in which they are
located. IDB Bank’s CRA activities (i.e.,
community development lending, qualified
investments, grants, and community
development services) are evaluated
approximately every three years by federal and
state regulators to assess the Bank’s record in
helping to meet the credit needs of the entire
communities it serves, including low-to
moderate-income neighborhoods, consistent
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with safe and sound operations. Information
regarding IDB Bank’s CRA activities is available
to the public through the CRA Public File
maintained at each of IDB Bank’s seven branch
locations. Additionally, the FDIC and NYSDFS
make IDB Bank’s CRA Performance Evaluation
available to the public through their respective
website.
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Banking corporations are required

by law to abide by proper disclosure
requirements in everything relating to the
information which is to be provided to
customers regarding the banking product
or service including the Banking Act
(Customer Service), 1981, the Banking
Rules (Customer  Service)(Proper
Disclosure and the Delivery of
Documents), 1992, and the Banking
Rules (Customer Service)
(Advertisements directed at Minors),
1995. The central principle of this
legislation is the duty of proper disclosure
(transparency) towards the customer
and the preservation of his right to
receive advice and service from the bank.

The Bank strictly adheres by the
instructions applying to it in this respect
and maintains strict control procedures.

At the base of the above subject are
found fairness and decency values
comprising an integral part of the
current business activity, interwoven
with the day-to-day operations of the
Bank and comprise a guideline for the
operations of Bank employees. The
above stated requires development
and maintenance of an organizational
culture, which positions the customer
and the business fairness and reliability
at the heart of the decision making
processes conducted both by the
authorized organs of the Group, and
by the three lines of defense, and in
particular the risk taking units.

In view of the above and as part of
the overall risk management concept,
and in particular, the compliance and
regulation risks, the Bank acts in order
to impart and integrate proper and fair
business principles and values into
the banking operations of the Group
as a whole, including the formation
and characterization of products being
offered by the Bank to customers,
in accordance with requirements
changing from time to time, proper
disclosure to customers with respect
to the different products, including the
risk components inherent therein, and
the adaptation of the solutions offered
by the professionals of the Bank to
the needs of customers and changing
market requirements.

Compliance with the provision of the
law and regulation is enforced on a
regular basis by means of various
control and supervision systems - the
Chief Compliance Officer, compliance
officers and trustees and the Internal
Audit.

In accordance with Proper Conduct of
Banking Business Directives, the Chief
Compliance Officer is responsible for
assisting the Management and the
Board of Directors, to maintain the
responsibility of compliance with the
provisions of the law and regulations,
and the management of compliance
risk at the Bank in an effective manner.
In this respect, the Chief Compliance
Officer verifies that the compliance
risk to which the Bank is exposed,
including conduct risk (see the 2016
annual report, p.101) are being properly
managed by the relevant units, and are
presented to the Board of Directors
in the form of a holistic point of view,
and this by outlining a policy and

methodologies for compliance risk
evaluation, the treatment thereof and
forming proper reporting mechanisms.

The Chief Compliance  Officer
participates in the planning of the
compliance risk strategy, including
determination of the risk appetite;
is involved in major organizational
changes planned by the Bank; and,
inter alia, is actively involved in the
preparations towards the introduction
of new operations and products by the
Bank. Moreover, the Chief Compliance
Officer monitors the rectification of
material deficiencies and failures in
matters of compliance.

The Chief Compliance Officer submits
to the Bank's Management and the
Board of Directors quarterly and/
or annual reports on matters of
compliance, which include a summary
of his activity during the reported
period.

In accordance with the provisions of
Proper Conduct of Banking Business,
the Chief Compliance Officer has the
duty of assisting the Managements of
the Bank and the Group in the effective
management of risks stemming from
violation of compliance instructions.
The Compliance Officer is also actively
involved in the preparations towards
the introduction of new products and
operations at the Bank. Furthermore,
the Compliance Officer monitors the
rectification of material deficiencies
that had been identified with respect to
compliance issues. Quarterly reports
that include a summary of his activities
are submitted by the Chief Compliance
Officer to the Bank's President & CEO
and to the CEO's of the subsidiaries in
which he acts as a Compliance Officer.

In accordance with guidelines of the
Supervisor of Banks, prior to the launch
of new products/operations, the Bank
performs an orderly and systematic
process ensuring the identification
and evaluation of all risks inherent
in the new product/operation, while
examining their effect on the risk
profile and verifying the propriety of the
infrastructure and controls supporting
their operation. The said process has
been established in a designated policy
and in supporting work procedures
applied by the Bank and the Group
mutatis mutandis.

The above stated relates also to MDB
and ICC.

Structured infrastructure exist at
the Bank, which assist employees in
providing service in accordance with
Bank values, a service being of value
also to customers. Thus, for instance,
the systems of the Bank assist the
fair and transparent conduct, while
providing proper disclosure of all
data and information relevant to the
execution of atransaction; also existing
is an administrative infrastructure wich
regulate proper criteria and manner
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of conduct; regulation supporting
information sessions are being
conducted regarding the consumer
credit field, which establish fairness
and decency values; frontal guidance
sessions are held as regards a variety
of compliance matters with the
assistance of distance learning and
updates, which help in the absorption
of different issues. The guidance
sessions are designed for all Bank
employees and managers, and a part
of which are designed to agree with the
special work environment concerning
designated products and employee
populations. The infrastructure is being
validated and updated from time to
time in accordance with the regulatory
environment and the business activity of
the Bank. These assist also the control
side of compliance enforcement of the
provisions of the law and regulations
and in the imparting of the compliance
culture at the organization.

Promoting transparency - The Bank
acts, inter alia, for the establishment of
the said values in the core documents
and the basic documents of the Bank,
and conducts current operations to
integrate them in the field. Among
other things, the Bank emphasizes
transparency as well as adequate and
proper disclosure provided to the Bank's
customers, including the information
and adaptation which have to be
provided to customers with respect to
banking products or services granted
or offered to them.

Launching activities and advertising
new products - An additional layer in
which the values of fairness and decency

are being reflected is the introduction
process of new operations/products
of the Bank, as well as the marketing
and advertising operations of the Bank.
Messages delivered to Bank customers
(including potential customers) are
examined by control factors who verify,
inter alia, that the messages are not
misleading customers and are being
delivered in a proper and fair manner.

Proper disclosure in publications -
the Bank strictly applies several basic
principles in the advertising and
marketing of its products:

Strict measures
are taken in the publication of valid
information, which is being properly
examined prior to its release.

The Bank
publications are being edited in a
respectable and adequate manner
while strictly maintaining social
correctness and avoiding impingement
of populations, beliefs, etc.

The Bank is committed to the
advertising ethical code adopted by
advertisers and television channels
and includes principles designed to
protect values (such as human dignity),
populations (such as children), etc.
The said code is obligatory both as
regards production of marketing
communication as well as the products
themselves.

No complaint with respect to a violation
of the published Code of Ethics was
received in 2017.

In 2017 no significant fines and/or
monetary sanctions were imposed on
the Bank.

The Bank is working for providing

different services in a variety of
languages for the convenience of all its
customers:

The Hebrew, English and Russian,
Arabic and French languages may be
used on the marketing website;

Hebrew is the language used on the
operations website, though English
may also be partly used;

Marketing pamphlets which are placed
in the branches for the customers'
convenience are written usually in
Hebrew, and in certain cases, according
to needs or demand, designated
pamphlets are also produced in other
languages (English, Russian, French
and Arabic);

ATMs provide guidance in Hebrew,
Arabic and Russian, and with the use of
an international card, also in English;

The Information Desks interface
operates in Hebrew, English, Arabic
and Russian. It is possible to receive
statements of account in Hebrew or
English, where the language of the
account is marked as English;

At branches servicing a large number of
foreignresidents, such as the Nataniyah,
Bat-Yam, Ashdod and Herzliyah Pituach
branches, service is provided also by
English speaking officers and those
who speak an additional foreign
language, such as French or Russian;

The Bank is acting towards the adding
of the English language at the line
management positions, in addition to
the Russian and Hebrew languages.
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ICC is also a signatory of the advertising

ethical code, and no complaints were
received in 2017 regarding violations thereof.
MDB has not signed the said Code of Ethics.

IDB Bank adheres to all applicable federal

and state laws, such as Truth in Savings Act
(Regulation DD), Truth in Lending Act (Regulation
Z) and Acts dealing with Unfair, Abusive or
Deceptive Practices, requirements pertaining to
proper and timely disclosure of terms and
conditions relating to its deposit and lending
product and services.

MDB has extensive activity among the Arab

population and the Ultra-Orthodox ("Haredi")
population and thereby the required adjustment is
made to the bank's operations with the different
segments of the population. The marketing
approach in the Arab sector is generally made in
Arabic (including film-strips, leaflets, etc.).
Furthermore, the primary telephonic response
(computerized) in branches in the Arab sector, are
in Arabic. Also the approach to the Haredi sector
is made considering the "language” in practice
(without photographs that might offend public
feelings and with a text that is appropriate to the
Haredi sector).

InICC - Service at the call center is provided in
Hebrew, English and Russian.
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The importance of maintaining
and protecting reliability, strength,
availability and survival of information
technology is ever growing in view of the
enormous technological development in
recent years and its implications on the
Bank, in view of the cyber threats, which
are growing in severity and frequency,
and in view of the significant growth
of the use of information technology
products compared with humanly
provided products. Therefore, the Bank
views the protection and safety of
information as a central goal and invests
large resources in order to protect the
information in its possession.

The Bank stringently adopts an

array of actions and measures for
retaining customer data in data bases, in
order to protect them from impairment in
durability and exposure to a change to the
data. This activity is carried out in
accordance with the provisions of the law
and the regulatory agencies.

The Bank insists on maintaining banking
confidentiality and on protecting

the privacy of the customer and the
information in his account, and does
everything it can to identify malfunctions
and prevent their repetition.

4 cases were identified in 2017: Three
cases involving employees who had
produced information and conducted
transactions in accounts of family
members without authority to operate
these accounts, and one case involving
a female employee who had produced
information regarding an account of a
customer in order to disclose his marital
status.

No complaints were received in ICC
in 2017. One complaint was received
in MDB in 2017, concerning banking
confidentiality, which had been found
justified.

No complaints were received in IDB Bank
in 2017 concerning breaches of customer
privacy and losses of customer data.

—> DATA PROTECTION RISKS AND
CYBER PROTECTION

The principal potential damage involved
in the impairment of data protection
includes impairment of privacy and
confidentiality of information regarding
the Bank, its customers and employees,
financial damage, realization of cyber
threats, distortion of data stored in
the Bank's systems, impairment of the
availability and survival of systems and
information, impairment of the business
of the Bank and its reputation.

Data protection and cyber defense at
the Bank are regulated and directed
in accordance with various regulatory
provisions, including the Privacy
Protection Act and Regulations, the

Computers Act, Proper Conduct of
Banking Business Directives, and
particularly Directives Nos. 357 and 361,
on the basis of which a cyber defense
and data protection strategy and policy
have been drawn up, as approved by
the Bank's Management and Board of
Directors.

Except for the protection of the
computer system, the defensive actions
are directed to provide a response to
significant business processes of the
Bank. In this way, a defense layer focused
on a comprehensive-business viewpoint
risk would be stabilized.

Asageneralrule,threatsinthecyberspace
are threats that may cause a shutdown
of systems, preventing material services,
material damage to confidentiality and
completeness of data and performance
of hostile actions and fraud.

In recent period, we are witnessing a
global intensification of this threat, both
regarding the scope of attacks as well as
their sophistication.

Set out in these documents are the
basic principles for cyber defense
management, corporate governance and
the duties of the various lines of defense,
including the coordination and control
needed in order to establish an effective
defense; the approach to cyber defense
and strategy, the establishment of a
framework for the management of cyber
risks and data protection, and the core
risk management processes, including
risk identification and assessment, the
controls and the reporting processes.

In 2017, no one or more cybernetic
incidents occurred that materially
affected the products or services offered

by the Bank or by the Group, their relation
with customers or the competitive
conditions.

First line of defense. A data and

cyber protection manager serves at
the Bank, who is directly subject to the
Head of the Technologies and Operations
Division. For details regarding the duties
of the data protection and cyber defense
group, see above.

Attainment of the data and cyber
protection goals is achieved through the
implementation of a set of protection
means, monitoring and control. Starting
with policy and procedure outlines,
determination of areas of responsibility
and authority, installation of protection
and reinforcement technologies, and
ending with monitoring methods and
treatment of incidents.

Data protection surveys and penetration
teststothe Bank's systems are performed
by independent external companies
specializing in data protection and IT
risks. The frequency of performing a
survey in respect of each system is
determined according to the criticality of
the system and the risk inherent therein.

A cyber unit, which operates under
similar principles, is defined at the main
Group companies.
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Second line of defense. The Operational
Risks Department, at the Risk
Management Wing, which is accountable
to the Chief Risk Officer, is in charge of
drawing up a methodology for identifying
and assessing the cyber risks, for their
monitoring, for the tracking of the
process for their mitigation, and for
delivering reports regarding such risks
to the Risk Managers Committee, to the
Bank’s Management and to the Board of
Directors. This, in addition to partnering
the first line of defense in instilling the
cyber risks management culture within
the units of the Bank and the Group.

At the Risk Management Wing, within the
Operational Risks Department, the Cyber
Risks Management Unit operates, whose
responsibility is to comprise the second
line of defense for managing the Bank’s
cyber risks. The Unit acts to ensure that
the cyber exposures and risks are closely
and consistently managed by all the risk
foci managers, including following up on
alerts suspected as cyber events.

The subsidiaries have established an
organizational structure that supports
their cyber risk management, in a similar
spirit, mutatis mutandis. The aforesaid
organizational structure enables the
comprehensive and efficient group
management of cyber risks at the Group.

In accordance with the Bank's policy

in the matter, systems preventing
unauthorized access as well as systems
monitoring and identifying deviation from
authorized activities are integrated into
the Bank's systems. Protection of the
marketing sites and of the Bank's
operations is continuous.

The Bank operates a data protection

center that operates continuously
throughout the year (24 hours per
day 365 days per year) the object of
which is identifying risks breaches,
exposures and vulnerabilities in
the data protection system, and is
responsible, among other things, for
the identification and warning of any
activity intended to damage the Bank's
sites or its customers (by means of
imitation sites). Furthermore, in the
framework of the internal audit, a
department in the field of IT operates,
which performs current audits of such
subjects. The Bank's operational sites
that provide service to customers over
the Internet, are protected by several
layers of defense, which include
protection components for hardware/
communication/and services providing
information regarding attacks and
hostile  addresses. Infrastructure
systems are monitored and reported to
the data protection center.

As part of risk management, the Bank
investigates various incidents, gains
insights and draws conclusions. Such
insights, together with data and cyber
protection surveys enable the Bank to
map gaps that should be rectified and
determine preferences in the treatment
thereof, which are integrated in the work
plan.

Data protection and cyber defense
activities are being implemented in
accordance with the strategic plan, as
approved by the Bank's Management
and Board of Directors.

Systems and projects under development
and maintenance are being closely

assisted by professional mentors.

In accordance with the risk outline and

with Proper Conduct of Banking Business
Directive No. 357 and 361, risk surveys
and Penetration tests are performed at
required frequencies, following which,
reduction measures and required reports
are implemented.

Access to information and the levels of
authorization are controlled by designated
teams and systems, the administration
processes and management tools
undergoing significant improvement and
reorganization.

The Bank conducts current operations for
increasing awareness and improvement
of the organizational culture from the
aspect of data protection, which among
other things include training, publication
of policy documents, manifests
and marketing tools. The Bank has
established in procedures most of its
operations and processes, and the data
protection unit at the Bank is involved in
the approval of all the Bank's procedures
in order to ensure the early identification
of operations causing data protection
risks and cyber defense.

Mitigating the exposure to cyber risk
through purchasing insurance. See
the document "Disclosure according to
the third pillar of Basel and additional
information regarding risks", published
together with the 2017 Annual Report
(pp. 77-78).

Aspects of physical safety, to the
extent that they might be connected
to data protection, are managed and
implemented by the Bank's security
officer, in conjunction with the data
protection manager.

The above described processes are
applied also with respect to MDB.
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As part of its attempts to reduce the

phenomenon of improper use of stolen or
counterfeit credit cards, the international Visa
organization  the MasterCard Worldwide
organization and the international Diners Club
organization (hereinafter: “the Organizations”) are
taking various steps to improve the security level of
the credit cards that bear their brands and to comply
with the EMV standard.

This standard is a collection of specifications
developed by the Organizations with the aim
of providing a uniform and secure format for
payment transactions using chip charge cards,
which have special features making it harder for
such cards to be used by unauthorized parties
and/or for them to be counterfeited (hereinafter:
“Smart Cards”), when used in conjunction with
ATM'’s or POS terminals that support the standard.

The specifications relate to both Contact and
Contactless card transactions, and are based on
identifying the cardholder through the input of a
secret code (PIN) and dynamic protections, using
digital signature authentication and by combining the
physical component, the chip, with the card reader,
communications and the payment application.

In addition, the Organizations have prescribed
provisions to create economic incentives for the
replacement of the existing, old terminals, which do
not comply with the aforesaid standard, by means
of a Liability Shift mechanism.

The said instructions state that in case of forgery/

Continue on nextpage —



98

—> Continued from previous page

misusage of a card:

1. Where a smart card was cleared by a trading house
which had not installed a smart clearing device, the
clearing agent shall bear the costs.

2. Where a card which is not a smart card, was
cleared by a trading housed that had installed a
smart clearing device, the issuer shall bear the costs.

In accordance with Proper Conduct of Banking
Business directives, the preparations have to be
completed by January, 2019.

In accordance with instructions of the international
organizations, ICC has prepared for the
transformation to the use of "smart cards". In the
issuance field, ICC issues at present on a current
basis, VISA, MasterCard and Diners smart cards.
These preparations include adjusting of the systems
operated by the company and the definition of the
smart card profile as regards producers of the cards.

In addition, ICC has begun preparations for the
issue of VISA and MasterCard smart cards having
"contactless" capabilities. These preparations are
expected to be completed in the first quarter of 2019.

Inthe clearing field, ICC is preparing for infrastructure
in accordance with the EMV standard, which includes
adjusting the systems of the company to receive,
process and transmit files and messages in the new
formats, as defined by Automatic Bank Services
(ABS) in the "EMV credit" system, as well as making
the relevant changes to the interface between the
three credit card companies.

ICC has completed the preparations for the transition
to the use of smart cards in accordance with the
directives of the international organizations.

For details regarding the approach by MasterCard
Worldwide to ICC with respect to the preparations
for the implementation of different operational
requirements, see Discount Bank's 2017 Annual
Report (p. 358).

02

05

0d

0o

Activities in a wide
range of segments,
economic sectors and
credit products, in order
to create an optimal
distribution of the
portfolio

Expanding the
services coverage to
the customers while
increasing the risk
adjusted return

Continuation of the
upgrading of the digital
channels and directing
activity to these
channels

The Bank shall avoid
credit operations
involving concern for
impairment of the
reputation of the Group
or of the Bank, inter alia,
with respect to money
laundering and the
financing of terror

Attaching additional
customers to the

new communication
channels, coded mail
and communication
application for
correspondence with a
banker

06

0/

08

09

Continuing the
deployment of the
CRM system upgrading
the management of
connection with the
customers at the
branches and the
TeleBank

Continuing the
improvement and
upgrading of the service
and speed of response
with respect to the
process of extending
mortgage loans

Adapting the sale

of unique products

to customers of

this segment and
approaching sections of
designated customers in
this segment

Expanding the use of
online channels, focusing
on the upgrading of

the designated website
for customers of this
segment - "Business

+" and a designated
application for business
customers

For 2018 a goal of up

to 18% was determined
for justified complaints,
out of all complaints
received by the Bank
and complaints received
through the Bank of
Israel

d C

At least 30 financial
education activities
at branches/
organizations

A financial
education lecture for
freelancers

Leading in customer
satisfaction in using the
banking application

Increasing the number of
versions in the year, as a
tool for rapidly providing
value to the Bank’s
customers

A financial education
month activity is planned
for 2018 - 4 lectures on
digital banking aimed at
the third-age population

Intensifying operations
in the small business
segment - increasing

the customer base while
focusing on reducing the
desertion of customers,
increasing the number of
customers using banking
products and increasing
the ratio of customers
accepting credit

99



100 > The Employees

THE
EMPLOYEES

—>  Nurturing of Discount Bank’s human capital 102

—>  Discount Bank’s employees 104

—>  Diversity and equal opportunity 112

—>  Investing more in employees 118

—>  Maintaining employee rights 137

-  Goals 144

The Employees > 101

9,474

employees at
Discount Group
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Average age of
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average years of
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Bank
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academic education
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THE
EMPLOYEES

THE BANK ADOPTED A POLICY OF

DIRECTED MANAGEMENT OF PERSONNEL,
BASED ON THE UNDERSTANDING THAT
HUMAN CAPITAL IS A CENTRAL FACTOR

IN THE BANK'S PROGRESS AND SUCCESS.
THEREFORE, THE BANK WORKS TO DEVELOP
THE HUMAN RESOURCE FROM A LONG-TERM
PERSPECTIVE, BY MEANS OF AND LAYING A
FOUNDATION FOR OUTSTANDING, FORERUNNING
LEADERSHIP, EXPRESSED AS A BASIS FOR THE
ORGANIZATION'S EMPOWERMENT AND GROWTH.

NURTURING OF
DISCOUNT BANK'S
HUMAN CAPITAL

It is important to us to take
pride in our workplace and we
therefore promote a challenging,

supportive and pleasant work
environment. We believe in the people
that we work with and invest in making
them stronger. (“the Discount Spirit”).

Discount Bank adopted a policy of directed
management of personnel, based on the
understanding that human capital is a
central factor in the Bank’s progress and
success. Therefore, the Bank works to
develop the human resource from a long-
term perspective, by means of and laying
a foundation for outstanding, forerunning
leadership, expressed as a basis for
the organization's empowerment and
growth. Concurrently, the Bank places
emphasis on promoting the realization of
the professional and personal aspirations
of its employees, by providing them
with a range of career-development
opportunities.

Discount Bank operates many systems
that support the development and
nurturing of the human resource, including
sophisticated evaluation and feedback
mechanisms. The management training
and development systems assisting,
inter alia, employees in coping with the
professional and managerial challenges
they face. In addition, Discount Bank
attaches considerable importance to
the welfare of its employees and takes
measures to promote this, through varied
enrichment opportunities during free time

NURTURING THE HUMAN
CAPITAL AT THE PRINCIPAL
SUBSIDIARIES IN ISRAEL

Mercantile Discount Bank

As is the case for Discount Bank, MDB

promotes a people-orientated management
policy and acts to nurture its human capital, through
the operation of nhumerous management systems
for human resources development. Among its main
activities for nurturing the human capital in 2017
were:

Expanding the operation of the back office unit.
Within the framework of the plan for business
focusing and efficiency, MDB continued in 2017 to
implement the strategy that changes the operating
concept at the branches and head office operating
units of the bank. As part of this plan, additional
operating activities that had been conducted at the
bank branches in the past were moved in 2017 and
centralized at designated back office units.

Implementation of the plan is accompanied by
changes in work procedures at the branches and
at the back office operating units, and entails
investment of inputs required to instill the concepts
and new work methods (as well as the need to
maintain duplicated work procedures at the first
stages of the moving of different parts of operation).

Efficiency measures. As part of the efficiency
measures, MDB has taken further steps in the
prosess of reducing its labor force. The reduction
in the labor force has been defined as one of the
central goals of the multi-annual strategic plan.
Within the framework of the multi-annual efficiency
plan, in 2017 some 9 employees opted for early
retirement.

Attendance clock. During 2017, an attendance
system was deployed at the Bank’s head office
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and at its network of branches.

Deployment of the Code of Ethics. During 2017
the new Code of Ethics was deployed among the
bank’s employees.

ICC

Management of ICC views the human capital

as a strategic key in achieving the success of
the organization, and accordingly, invest in
employee training and development, in their
personal and professional progress, in
compensating them for qualitative performance,
their welfare, their attachment to the business core
aims, and in an open dialogue with the employees
with the aim of creating frankness and fairness.

As part of the above, ICC operates on a number
of central levels, including:

—> Labor relations - the formation of a new
collective labor agreement for the years 2016-
2018, which follows the agreements of 2011
and 2015;

— Development, training and the mobilization
of employees, as part of their personal and
professional development and their career
management;

—> The creation of a leading and strong
leadership - development of the executive
echelon through rich and varied development
programs;

— Diversity and equal opportunities - diverse
employment and focusing on employment of
handicapped persons;

— Investment in diverse activities for the
welfare of employees and their families,
such as: company vacations, presents for the
holidays and for personal events, a present and
gathering for children of employees starting
first grade or enlisting to the IDF, operation of
a workout room, dining room, etc.



104 > The Employees

EI{ASIESJl\J(l\EIESBANK'S © BUPLOYELS B GEVDER

as of December 31, 2017
W 7zz7727z272722727/772722222/2

EMPLOYEES OF THE BANK AND ? w
0 0
60% N L0y

THE PRINCIPAL SUBSIDIARIES
IN ISRAEL, IN NUMBERS

© BREAKDOWN OF DISCOUNT BANK'S EMPLOYEES BY EMPLOYMENT CATEGORIES

3,853 1,285
o — = 5502
3,917 1,304
o — = 555
4,149 1,386 314
v —— Y eSS = 5,39
4115 1,493
== = 5909
1,000 2,000 3,000 4,000 5,000 6,000 7,000

@ Tenured employees under personal employment D Temporary employees @ software houses

contracts and member of management

Notes:

1. The data do not include employees on unpaid leave or on maternity leave.

2. Tenured employees - the employment terms of such employees are regulated in the Labor Charter, special collective agreements and
various employment arrangements.

3. Temporary employees - the employment terms of such employees are mainly regulated in several special collective agreements in which
said employees’ employment terms and the period of their employment are set forth.

4. Personal contracts — employees whose employment terms are anchored in personal contracts with the Bank and for whom the provisions
of the Labor Charter and the collective agreements, which apply to employees with the status of “tenured” employees, do not apply

For additional details regarding the Bank’s employment data according to the various categories
and the changes that took place therein, see the 2017 Annual Report (pp. 325-326).
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!. EMPLOYEES OF THE BANK AND THE PRINCIPAL SUBSIDIARIES

in 2017
5,502 1,431 1,661 483
f f
==* 9,077
in 2016
5,529 1,431 1 590 7
=& — 9,028
in 2015
5,849 1,490 1,531 464
f f { f
I = 9,331
@ DiscountBank @ MDB @ ICC IDB Bank
Note:

1. The data do not include employees on unpaid leave or on maternity leave and contract employees..
2. The data for MDB does not include employees of manpower and outsourcing companies.

> \CADEMIC EDUCATION Diccount Bank VDB

2017 2016 2017 2016
The percentage of academics within the total number of employees 59.4% 57.5% 53.2% 52.2%
The percentage of academics within the total number of managers 84.2% 82.5% 60.0% 56.1%
The percentage of academics within the total number of clerical staff 52.8% 50.8% 50.2% 50.3%
The percentage of academics within the total number of female employees 56.4% 54.3% 52.4% 51.7%
The percentage of academics within the total number of male employees 64.2% 62.5% 54.4% 52.7%

Note: The data does not include employees of software houses.

TR X

was AVERAGE AGE AND AVERAGE SENIORITY OF THE EMPLOYEES

Discount Bank MDB ICC
Average age 45.1 43.9 36
Average seniority 16.5 16.5 9

Note: In 2017, the Employee Calculation Methodology was updated, which the Bank updated retroactively also for the year 2016.



106 > The Employees

and through providing support in times of
crisis for its employees and the members
of their families.

The Bank insist on protecting the dignity
of employees, of proper labor relations
and on protecting employee rights,
in accordance with the law and labor
agreements. The Human Resources
and Properties Division is responsible,
through the Division's staff and through
the Human Resources Units distributed
throughout the Bank’s various divisions,
for dealing with employees, which
guides the employee from his hiring
until termination, including from the
aspects of: salary, welfare, occupational
development, employee development,
guidance and professional training etc.

EMPLOYEE HIRING

Each year Discount Bank hires

hundreds of new employees
continuously for a variety of positions.
The hiring and placement of new
employees uses a system of placement
and absorption that is prevalent in the
market, and in the process thereof, the
Bank stresses compatibility between the
needs of the candidate, his wishes and
values, and those of the Bank, using an
organizational approach that champions
employee growth within the system and
providing diverse employment
opportunities over time.

The placement of employees in the Bank
solely on a professional basis, while
considering the candidate's skills and his
suitability for the position, and without
involving irrelevant considerations such
as the race, gender, religion, nationality,
age or disability of candidates.

The Bank views the transfer of employees
between positions as an opportunity
for professional development and
enrichment of its employees, and
encourages such transfers. For this
purpose, inter alia, the Bank publishes on
the employees' website, notice of vacant
positions inviting employees to submit
their candidature.

In 2017, 92% of the executive positions,
were manned by Bank employees.
Likewise, 44% of the professional
positions (which do not comprise
of teller positions, service teams or
telephonic banking, and which are not
managerial positions) were manned by
Bank employees.

During that year, 55% of the executive
positions and 62% of positions in general,
were manned by company employees.

The Bank employs a small number
of teenagers, according to age and
conditions permitted by legislation,
during their summer vacation, within the
framework of projects to the benefit of
the community (see in Chapter Discount
for the community, "Employment of
visually impaired teenagers"). The Bank
does not employ children in any way or
form, either directly or through manpower
agencies.

LABOR RELATIONS

Labor Relations at the Bank are

based on the Labor Charter,
collective  labor  agreements and
employment arrangements that are
formulated mainly in discussions between
the Bank's management and the
employees’ representatives.

Rights of association - The tenured
employees of the Bank are organized
within the framework of the national
Employees’ Representative Committee.
The Representative Committee is divided
internally in such a way that employees
at the clerical level come under the
purview of the Clerks’ Committee and
authorized signatories and managers
are organized under the Managers’
Representative Committee. Most of the
issues are agreed and signed between the
Bank’s management and the Employees’
Representative Committee and the
Federation of Labor. A Retirees’ Committee
also exists, under which retirees of the
Bank are organized.

Tenured employees at the Bank, who are
organized withinthe national representative
committee, are entitled to vote for or be
elected, and comprise 73.6% of all the
Bank's employees.

Majority of employees under a collective
labor agreement’® - As of December 31,
2017,the Bank engaged 5,502 employees.
This figure includes all of the Bank's
employees, as well as workers providing
services to the Bank by way of different
outside factors. Of the above, 5,043
are tenured employees and temporary
employees, engaged under collective
agreements and constituting 91.7% of
total employees. By reducing the number
of workers employed by external factors,
the number of employees stands at 5,138
and the number of those covered by the
collective agreements reaches 98.2%.

Bank participation in the budget of the
Employees’ Representative Committee -
The Bank contributes monthly to the

budget of the Employees’ Representative
Committee, in an amount of almost triple
the monthly amount contributed by the
employees. Five of the 21 Committee
members are officers engaged on the
Committee on a fulltime basis and
receiving a full salary. The other members
of the Committee fulfill various positions
in the Bank and serve as Committee
members in addition to their regular
work. In addition, the Bank provides
office premises for the Committee’s use
and covers its maintenance costs. The
Bank assists the retirees' committee and
allows it to conduct activities at the Bank
premises in Jerusalem, Jaffa and Haifa.

Organizational changes - Item 4 of
the collective agreement dated April
2, 2000, in the matter of the definition
of the Bank's units, stated that the
Bank’s Management shall forward its
proposals regarding the definition of
units and management duties, and
a joint discussion will be held during
fifteen days from date of forwarding
the proposals to the managers'
representative committee. At the
conclusion of the discussions, if the
parties have not reached an agreement,
the matter will be forwarded to the
Bank's President & CEO, whose decision
will be final. The period was shortened
from 15 days to 7 days by the collective
agreement dated November 30, 2016.

Work on the day of rest - In accordance
with the Work and Rest Hours Act,
engaging an employee for work on the
weekly day of rest is forbidden, unless
permitted by a permit issued in terms of
the Act. Security and guard employees
of the Bank are employed on the weekly

18 102-41
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days of rest in accordance with a general
permit issued by the Minister of Labor,
regarding guard work on the weekly
day of rest. Moreover, the Bank and a
number of companies providing services
to the Bank obtained a special permit
from the Ministry of Labor, Welfare and
Social Services for the employment of
computer and data protection operators
and standby staff, for each weekly day of
rest. The validity of said permit is being
extended from time to time, as stated
therein.

Collective labor agreements - Two
agreements were signed during 2017:

—> An agreement dated September 17,
2017 in the matter of mileage and the
definition of organizational units at the
Bank;

—> An agreement dated November 26,
2017 in the matter of supplementary
payment for mobility to employees of
the Bank performing the duty of sales
trainer.

Labor dispute - Histadrut HAMAOF
informed the Bank in 2017, of the
declaration of a labor dispute by the
Managers Representative Committee at
the Bank. The labor dispute was terminated

by the collective labor agreement signed
in September 2017, by the Bank and the
employee representative committee. For
additional details, see 2017 Annual Report
(p. 326).

For additional details regarding labor
relations at the Bank, see the 2017 Annual
Report (pp.326-327).

The starting wages

The Bank insists on the payment of

wages in excess of the minimum
wage to all of its employees. Accordingly,
the starting wage given to most of the
new temporary employees, at the end of
2017, was NIS 29.9 NIS to NIS 34 per hour.
As of December 2017, the minimum wage
in Israel was approx. NIS 28.5.

It is noted, that in accordance with a special
collective agreement of June 2011, in the
matter of employment of tellers by the Bank,
the starting wage for these employees and
for TeleBank employees shall not be less
than the minimum wage plus 5%. It should
also be noted that, at the starting salary
level, there is no gap between the salaries
of men and women in the same positions.

Wage differences between
female and male employees

A comparison of the wages of all

men to the wages of all women at
Discount Bank shows that the average
salary of female managers in 2017 was
7.1% lower, on average, than the wage of
male managers, compared with 9.5% in
2016. The average wage of female clerks
is 8.4% lower than the average wage paid
to male clerks, compared with 11.8% in
2016 .

19 In this report, the calculation method was changed, the calculation is done as an average of the average payroll
differences at the various grades. In previous years, the calculation was done as the difference for the entire
employee population. The data for 2016 has been recalculated in accordance with the new method.

LABOR RELATIONS AT THE
PRINCIPAL SUBSIDIARIES

Mercantile Discount Bank

Labor relations between Management and

the employees of MDB, except for those
having a personal employment agreement, are
principally based on a basic labor agreement,
‘labor statute’, and complementary collective
agreements. These agreements determine, among
other things, that wage terms, work and related
terms shall be linked to those of Bank Leumi
Le'lsrael B.M.. Besides these agreements, specific
agreements are being made from time to time,
between Management and the employee
representative committee, with respect to specific
issues. The terms of employment of members of
Management of MDB are regularized by personal
engagement agreements.

The collective labor agreements existing at MDB
are subject to Section 5 of the labor agreement of
May 17,1968, namely, the validity of the agreement
shall be automatically extended for two additional
years, unless one of the parties to the agreement
informs of his intention to make changes thereto.

A special collective labor agreement was signed on
April 28,2015, between Mercantile Discount Bank,
the Federation of Labor and the representative
committee of the employees (for the years 2015
to 2018). This agreement comprises an update
of the previous wage agreement, adopting
agreements determined in an agreement signed at
the beginning of 2015, between Bank Leumi and its
employees. The rate of workers employed under
collective labor agreements in MDB amounts to
92.2%.

Tenured employees of MDB are organized within
the framework of a national representative
committee. The ratio of the organized employees,
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who are entitled to be elected or to elect the
committee's members, is 80.9%.

In December 2016, MDB and the representative
committee of the bank's employees signed an
agreement (following a special collective labor
agreement signed between Bank Leumi and its
employees), whereby the commitment of the
bank for the payment of "seniority awards" to its
employees has been settled in return for a one-
time lump sum payment. Following the signing of
the agreement for the payment of the said amount,
MDB, as from December 31, 2016, no longer carries
on its books provisions for the payment of "seniority
awards".

AtthebeginningofDecember2018,the Management
of MDB and the national representative committee
of employees of this bank signed a wage agreement
for the years 2019-2025. The agreement states,
inter alia, that as from January 1, 2019, any wage
agreements and updates of terms of employment
entered into by Bank Leumi as from that date, shall
no longer apply to MDB.

Revision of the bank's liability to provide certain
post-retirement benefits - in accordance with the
Labor Charter, employees of MDB are entitled to
certain post-retirement benefits, such as gifts for
the holidays, benefits regarding ledger fees at the
bank, etc.

Organizational changes - The special collective
labor agreement of 2002 states that where
Management takes a decision to merge branches
or wings, the decision shall be brought to the
attention of the employees representative
committee together with the presentation of the
relevant data, and an intensive discussion is to
be held with the committee with respect to the
implications of the decision upon the employees
involved. Management of MDB may act upon the
merger decision only after fourteen days have

Continue on nextpage —
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passed since the date of notifying the committee
regarding the decision.

ICC

Labor relations at ICC are based upon

partnership and trust between Management
of the company, the national committee and the
employees. A new collective labor agreement
was signed in 2016 for the years 2016-2018,
which follows the agreements of the years 2011
and 2015.

The first collective labor agreement at ICC was
signed on December 21, 2011, which regulates
all labor relations in the organization. The
agreement incorporates all employees of ICC,
excluding department managers, vice presidents
and approximately 40 employees engaged under
personal agreements. The organizational aspects
of the agreement deal, inter alia, with the mobility
of the staff, with termination of employment,
permanent employment and the status of the
employee representative committee. Moreover, the
agreement deals with all aspects of employment
terms, payroll related benefits, as well as the
process of the annual updating of wages.

On June 26, 2016, a special collective labor
agreement was signed between ICC, the New
General Federation of Labor and the national
representative committee of ICC employees.
This agreement amends and continues previous
agreements dated December 21,2011 and March
23, 2015. The agreement shall remain in effect
until December 31, 2018, and until this date the
parties are committed to maintain industrial
peace with respect to the matters and terms
regulated by the agreement.

Among other things determined in the
agreement, singular and higher wage increments

to employees earning low wages. In addition,
changes have been made to the arrangements
that had been in practice prior to the signing of
the agreement in the matter of "jubilee awards".
For additional details see 2017 Annual Report

(pp. 327).

A collective labor agreement was signed on
January 17, 2017, by ICC and the national
representative committee of ICC employees,
which regularizes past claims of employees
regarding the inclusion of an incentive component
in payments to which they are entitled (vacation,
sickness and holiday payments).

Organizational changes - The collective labor
agreement of 2011 states that the company
is entitled to introduce organizational and/or
technological and/or operational and or structural
changes, such as the merger of units, integration
with other centers, the closing down of units in
accordance with changing work requirements,
etc. Material changes that have a material
impact upon the employees would be brought
to the attention of the employee representative
committee no later than fifty days preceding the
planned implementation date of such change. In
the case where no agreement has been reached
regarding material changes that have a material
impact upon employees of the company, then
each of the parties retains his rights without
prejudice.

Work on the day of rest — duty personnel from
the IT layout, Risk Management, as well as credit
representatives, work on the rest days specified
in the Hours of Work and Rest Law, 1951. Work
in these days requires a special permit, which is
held by the company and extended once a year.

IDB Bank

The employees are not members of a labor
union.

—> THE STARTING WAGES
AT THE PRINCIPAL
SUBSIDIARIES IN ISRAEL

Mercantile Discount Bank

The starting wage per hour payable to most

temporary new employees in 2017 was NIS
32.12 per hour. The basic wage of a new employee
amounted to NIS 5,300. It is noted that at this primary
wage level, and for similar positions, there is no
difference between male and female employees.

ICC

The company meticulously pays a fair wage,
which is in excess of the minimum wage. The
beginning basic wage payable to employees starting
work as from January 2018, is NIS 5,500 in respect
of a full-time position. Most employees are also
entitled to incentive payments in addition to the

g
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basic wage. The beginning wage payable by the
company is higher by 3.8% than the mandatory
minimum wage.

—> WAGE DIFFERENCES BETWEEN FEMALE
AND MALE EMPLOYEES AT THE
PRINCIPAL SUBSIDIARIES IN ISRAEL

Mercantile Discount Bank
A comparison shows that no gap exists
between the average salary of female
managers and the average salary of male
managers. The average salary of female clerks
is lower by 18.6% than the salary paid to male
clerks (compared to 28.7% in 2016).

ICC

A comparison of men's wages and women's
wages shows a gap of approx. 20%.
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DIVERSITY AND EQUAL
OPPORTUNITY

Discount Bank believes that every

employee is entitled to fair and
equitabletreatment,free of discrimination
based on race, age, gender, color, sexual
orientation, ethnic background, physical
disabilities, religion or political affiliation,
encourages diversity and inclusion of the
other and takes pains to provide a fair
and respectful work environment.
In order to create a tolerant organizational
cultureandonethatisacceptingofthe other,
Discount Bank acts to advance segments
of society that are underrepresented in the
labor market, including through recruitment
of employees from the Arab society, from
the ultra-orthodox (Haredi) society, from
Israel’s geographical periphery, as well as
employees with disabilities.

200
L1,

The Bank’s actions to further the realization
of its policy:

Increase in the
number of employees
at the TeleBank
center in Nesher

of the employees at
the center come from
the Arab society

—> Engaging employees with special needs
and integrating them in positions at the
Bank in accordance with their abilities
andinaccordance withthe Bank's needs.
Discount Bank took this action prior to
legislation on this topic going into effect
and is prepared to comply with the new
requirements on the subject.

—> Employment of persons coming from
underrepresented populations and their
integration in positions at the Bank in
accordance with the Bank's needs;

—> Cooperating with bodies that specialize
in employee recruitment and placement
in order to advance and integrate
employees from these segments of
the population in an adapted work
environment.

— Intheemployee selectionandrecruitment
processes, which are performed using
selection and engagement systems
customary in the market, emphasis is
placed on finding a congruence between
the needs, wishes and values of the
candidate and those of the Bank.

Engagement of employees
from the Arabic society

As part of the Bank's aspiration to

promote the employment of
populations that are under-represented
in the labor market, the Bank has started
to cooperate with the initiative
"Collective impact" - which aims at
encouraging the employment of persons
belonging to the Arab sector and their
progress. As part of this move, the Bank
has defined two centers on which the
initiative would focus: the online banking
center at Nesher and the Technologies
Division.

Employment of persons from the
ultra-orthodox (Haredi) society

A distinctive team of ultra-orthodox

female employee is engaged by the
online banking unit ("TeleBank") at Discount
Bank. The team was formed in 2013, and is
engaged in responding to phone calls
regarding diverse banking matters made by
all Bank customers. Most of the candidates
have no prior employment background or

experience. They are being trained by the
Bank in banking matters and integrate into
employment at the call center as temporary
employees, with a status similar to that of
the other employees of the center.

This act included the cooperation of
a Rabbi, who instructed the Bank as
regards preparing offices and special
work environment suitable for the need of
women from the Haredi society as well as
providing transportation from and to their
place of residence. A female employee
was appointed as head of the team. At the
present time, the team is composed of 13
employees. It should be noted, that during
the years a number of female employees
from among the team had been advanced
to more senior positions within the
framework of TeleBank.

Employment in peripheral areas

As part of the encouragement of

employment in peripheral areas,
the Bank has established during 2016 in
Nesher a Call Center. The operations of
the TeleBank call center in Nesher, within
the framework of which are employed
persons belonging to different sectors of
the population, Jews, Arab, Muslims, Druze
and Christians, were significantly enlarged
in 2017. The Nesher extension serves
today as the central extension of TeleBank
numbering 120 employees, of which 45%
belong to the Arabic society. This employee
population is progressing in the
development routes of TeleBank creating
diversity in the work teams and in the
managerial echelon. The integration of
cultures at the extension creates a colorful
and special atmosphere, within the
framework of which employees celebrate
together the different Holidays, are being
exposed to different cultures and tastes at
get together events, personal celebrations
such as: weddings, childbirth, and

unfortunately also in mourning events.

The unique contribution to employment
in peripheral areas made by the TeleBank
center stems from the fact that it involves
the training of employees for up-to-date
banking positions, while supplementing
knowledge gaps, where required. This,
in contrast to the prevalent approach in
peripheral areas, of creating employment
opportunities in the traditional industries.

In the last quarter of 2017, the Bank started
the outsourcing of a part of its telephonic
banking activity where the scope of their
operation in peripheral areas is among the
considerations for choosing the companies
participating in the project. In December
2017, a center in Dimona operated by
Tikshuv has currently started operations.

Employment of retirees

TeleBank employs retirees of the Bank

wishing to return to work, finding in it
an additional rationale to their daily routine.
These retirees have integrated within the
framework of the different centers and
provide service to customers of the Bank.
The Bank profits from the knowledge and
experience which the retirees bring with
them, while the retirees enjoy the young and
varied work environment.

Multicultural environment

As seen from the above

description, TeleBank operates in
a multi-sector environment, crossing
age, community and religion. As a
result, the Telebank Management
applies measures creating acceptance
perception within all sectors. This is
expressedinuniquetraining, adaptation
of goals and assignments in
accordance with strengths and abilities,
designated ceremonies, noting the
Holidays of all religions (Jewish,
Christian, Muslim and Druze).
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Employment of
handicapped employees

Employment of handicapped persons

had been considered a central issue
of importance in the Bank's activity in aid of
the community in Israel, even before the
Expansion Order regarding employment of
handicapped persons entered into effect.
As part of its policy in the matter of employee
recruitment, and the shaping of the Bank's
organizational culture as being tolerant and
as one that accepts the other, the Bank
promotes acceptance of handicapped
employees and their integration in positions
at the Bank in accordance with their
capabilities and the Bank's needs.

In accordance with the provisions of the
Expansion Order regarding employment
of handicapped persons, and with a view
of integrating handicapped persons in the
workplace in a proper and responsible
manner, employers are required to appoint
an officer responsible for the employment
of handicapped persons. In light of this
guideline, the Bank appointed in January
2014, an officer responsible for the
employment of handicapped persons.

In accordance with the collective labor
agreement signed in November 2016
by the Bank and by the representative
committee of the employees, 48 temporary
handicapped employees, who had already
been employed by the Bank for several
years, were converted into the status of
permanent employees of the Bank, thus
promoting and securing their employment
position, as is the case with all permanent
employees.

During 2017, the Bank escorted these
employees in order to secure their
successful integration in the different
units, and granting them proper and equal
work terms as granted to all employees.

Furthermore, the Bank has joined, in
2017, entities engaged in the recruitment
and appointment of employees with
disabilities, such as "Call Yachol", the
rehabilitation group of the Ministry
of Defense and the "Esek Shaveh'
initiative, which guide business sector
organizations in promoting employment
of person with disabilities.

Summarized employment data
regarding the underrepresented
populations

The Bank's policy does not require

Bank employees to provide details
regarding their affiliation to particular
population groups, such as those
mentioned below. Accordingly, the data
presented below constitutes an estimate
based on the sources stated below.

—> Arabs - employees are not required to
state their nationality in their personal
details submitted to the Bank, and
therefore the Bank has no details
regarding employees of Arab nationality.
The estimate stated in the Table is
based on the number of employees
electing to take their vacations on
Moslem, Christian and Druze holidays.

— Ultra-orthodox Jews ("Haredi") - there
is no clear definition of the term "Haredi".
Many Bank employees maintain the
Jewish tradition to one degree or
another and a number of them would
definitely define themselves as "Haredi".
However, as stated, employees are not
required to state whether they maintain
the Jewish tradition or whether they are
"Haredi", therefore the Bank and MDB
have no data in this respect.

—> Handicapped persons - the estimate
stated below is based on the following
sources:employees engagedaspartof
aspecial efforttoemploy handicapped
persons (in this exceptional case, the

© EMPLOYMENT OF UNDERREPRESENTED POPULATIONS

Discount Bank
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1. Handicapped persons - the data is not in accordance with the Expansion Order.
2. The estimate of persons with disabilities exclude staff employed on a part-time basis due to prolonged illnesses.

3. The data as of December 31, 2015 has been restated.
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4.1n 2017, an effort was made to improve the counting of employees in the various categories. It was not practicable to make the
aforesaid improvement in the 2016 data, retroactively, and accordingly it should be emphasized that Discount Bank’s data for 2017 is not
comparable to the 2016 data, and it should not be concluded that the difference in the data reflects a net recruitment in 2017.

5. For details regarding employment of older adults (50+), see employee annexes in the "Epilogue" Chapter.

Bank keeps specific records of such
employees). In addition, a review has
been made of employees reporting
withholding tax exemption due to
having disabilities and reviewing
the number of employees reporting
the holding of a disabled certificate.
The said estimate does not include
absent employees due to lengthy
illness and employees engaged on
part-time basis due to lengthy illness.
This evaluation does not comprise
measurement in accordance with the
Expansion Order.

— Ethiopian descent - as stated, the Bank
and its subsidiaries do not require
employeestonotetheircountry of origin
as part of the particulars submitted by
them. The reported estimate is based
on the number of employees who had
elected to voluntary state their country
of origin.

Complaints regarding
discrimination of employees

The Bank's and MDB's Managements

have placed emphasis on preventing
discrimination, and this principle is applied
upon engaging employees, advancing them
and determining their wage terms. With
respect to the issue of retirement on
grounds of age, the Bank, MDB and ICC act
in accordance with the law.

Discount Bank - None of the actions filed
in 2017 with the Labor Court raised a
claim of discrimination. In one action filed
in 2013, against Discount Bank, a final
and conclusive verdict was given in 2017
(following an appeal), rejecting the claim of
discrimination due to handicap raised by the
Plaintiff.

Mercantile Discount Bank - A legal
proceeding opened in 2017, regarding
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DIVERSITY AND EQUAL
OPPORTUNITY AT THE
PRINCIPAL SUBSIDIARIES
IN ISRAEL

Mercantile Discount Bank

Engagement of employees from the Arabic

society: MDB is one of the major employers
in the Arabic society. Most of the managers and
staff of the bank at 36 branches located in
northern Israel and in other parts of the country
(such as: Rahat, East Jerusalem, Haifa, Kafr
Qasim and more) are of Arabic society. In
addition, members of the Arabic society are
employed in various positions at the bank's head
office.

© EMPLOYMENT OF
UNDERREPRESENTED POPULATIONS

MDB data for 2017
Arabic Handicapped
population persons

Employment of handicapped employees: MDB
engages handicapped employees andis preparing
for the implementation of regulations in this
respect. For this purpose, the bank has appointed
an officer responsible for the employment of
handicapped persons.

The bank held meetings with several bodies
engaged in recruitment and placement of
handicapped employees. In addition, the bank has
recently joined the "Esek Shaveh" initiative, which

assists organizations of the business sector in
the promotion of employment of handicapped
persons.

Employment of persons from the ultra-orthodox
(Haredi) society: MDB has a number of branches
in Haredi populated areas, and many of the male
and female staff at these branches belongs to
the Haredi sector. Female and male staff of the
Haredi sector are also employed at the bank's
head office.

ICC

ICC view with importance the diversified

employment of employees, including
employment and social containment, while
providing employment opportunities to sections
of population that are under-represented in the
employment market, a key for the self-realization
of the people and for business success.

Engagement of employees from the different
segments: In this framework, ICC operates a
service and sales center in Upper-Modi'in, serving
as an integral part of the service department,
adapted to the needs of female employees of the
ultra-orthodox (Haredi) society, residing in the
area. At the same time, ICC maintains constant
relations with associations that engaged
in integrating different populations into the
workplace, including "Kav Mashve" Association
encouraging employment of academics from the
Arabic society, and "Tech Career" Association
engaged in integrating workers of Ethiopian
origin in technological positions.

Engagement of employees from peripheral
areas: ICC encourages employment in peripheral
areas. In this framework, a sales and service
center was opened in Ashdod, which serves as
an employment hub for residents in the area, and
helps in the development of the economy in the
southern part of the country.

Its activity was expanded in 2017 to various areas,
and at the end of 2017 the Center numbered 157
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2. For details regarding employment of older adults (50+), see employee annexes in the "Epilogue" Chapter.
3. The estimated number of "Haredi" employees at ICC is based, mainly, on the number of persons employed at the service and

sales center in Modi'in.

employees (132 employees at the end of 2016).

Employment of handicapped employees: As
part of the preparations made in respect of
the Extension Order for encouragement and
increasing employment of handicapped persons,
the officer in charge of human resources has been
appointed in the company as officer responsible
for the employment of handicapped persons
and by means of recruitment and classification,
training and apprenticeship processes adapted
to their need and capabilities, ICC succeeded in
integrating handicapped employees in a variety
of positions in the different sections of the
company.

IDB Bank

Equal employment opportunity - as
discussed in IDB Bank's Code of Conduct,
the Bank provides equal opportunities to all
applicants and employees without regard to race,
color, religion, sex, sexual orientation, national

origin, age, disability, genetic status, citizenship
status, marital status, military or veteran status
or any other legally protected category in
accordance with applicable federal state and
local law.

Anti-harassment/anti-discrimination/anti-
retaliation policy - IDB Bank is committed to
providing a professional and productive work
environment free of discrimination, harassment
and retaliation. The Bank will not tolerate
discrimination or harassment, including sexual
harassment, by any employee, vendor, customer,
orvisitororretaliation forreporting or participating
in an investigation regarding discrimination or
harassment. This policy applies while on bank
business, at Bank-sponsored events, or when
interacting with Bank employees off-premises
and/or not during normal Bank business hours.
The Bank will take disciplinary action, up to and
including termination., against anyone found in
violation of this policy.
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a claim received in 2016, in which a
discrimination claim was raised regarding
refusal to engage an employee on grounds
of physical disability, was concluded in a
compromise.

ICC - No actions claiming discrimination
were filed against the company in 2017.

INVESTING MORE
IN EMPLOYEES

—> HUMAN RESOURCES PLANNING
AND DEVELOPMENT

Development of human resources

at the Bank derived from the
strategic focuses from the focuses of
the annual work plans and from the
Bank's organizational culture. Thus
reinforcing the Bank’s ability to address
successfully its business and
organizational challenges. Accordingly,
the development of the human resources
in 2017, focused on the following issues:

Manager development

During 2017, emphasis was placed on

building, nurturing and strengthening
the whole managerial echelon of the Bank,
through the development of managerial
leadership supporting the strategy:

Management reserve:

Selective training for the first managerial
position, which includes behavioral
training forthe grasping of agrade adapted
managerial roll. Some 32 candidates
from eight divisions of the Bank qualified
in 2017 for managerial positions;

Formation of a reserve for key positions:
securing  business  continuity and

compliance with the requirements of
Proper Conduct of Banking Business
Directives by means of management and
reduction of risk in key positions. A list of
key personnel was formed and approvedin
2017, and a start was made in delineating
the actions required to mitigate the risks
in relation to those identified as such.

Development of acting managers

The Bank is aiming at the

development of its managers by
means of designated and enriching
development programs, including:

Leadershipprogramforseniormanagers -
A leadership program was introduced in
2017, for increasing senior managers'
capabilities and cross-system impact.
Fifteen managers of the grade reporting to
Management participate in the program;

"An  executive training room" -
Practical-applicative training, subject
focused, for the strengthening of the
different managerial capabilities and
qualifications of managers at the Bank.
Some 195 managers participated in
2017 in the "executive training room",

“The drive of management”
assimilation of a management approach
that enhances employee effectiveness
through creating a connection and
enabling conditions. In 2017, a pilot was
conducted at 4 wings, in the framework of
which a picture of the factors influencing
connection and enabling conditions at
the wing was drawn up, and work was
performed with the wing’'s manager and
the management team to construct and
implement an improvement plan;

Development of organic teams -
Development of five organic teams in a
number of units was<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>