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DETAILS OF THE OWNERS OF CONTROL IN THE BANK 

FIBI Holdings Ltd. owns 48.34% of the issued share capital and voting rights in the Bank (a rate comprising the control 

core in accordance with the control permit granted by Bank of Israel). The controlling shareholders of FIBI are Mr. Zadik 

Bino and his children, Nessrs. Gil Bino, Hadar Bino-Shmueli and Daphna Bino-Or (hereinafter - "the Bino Family), Messrs. 

Michael and Helen Abeles and Messrs. Barry Lieberman, Casey Lieberman-Harris, Lee Lieberman and Joshua Lieberman 

(each of the said groups through corporations under their full control: Binohon Ltd., Instanz No. 2 Ltd. and Dolphin 

Energies Ltd.). The controlling shareholders are party to various arrangements concerning their holdings in FIBI, and 

indirectly, at the Bank, as detailed in the Chapter "Details regarding the stakeholders in the Bank" in the financial report for 

2018. 

During the first quarter of 2019 FIBI reported that Instanz No. 2 sold part of its holding in FIBI. In accordance with FIBI's 

reports as of March 31, 2019, the holdings of the controlling stakeholders in FIBI (in equity and voting) are as follows: 

Binohon – 28.54%, Instanz No. 2 Ltd. – 11.68% and Dolphin Energies Ltd - 11.68%. 
 



file name: 2019-03__ENG_FINAL.docx•  DATE:   17/06/2019 • PAGE# 154 

154 

ADDITIONAL INFORMATION   

Labor relation at the Bank  155 

Limitations regarding legislation, standards and special 
constraints affecting the Bank group  155 

The Rating of the Bank by Rating Agencies 

 

166 

Employees compensation 166 

Contribution to the Community 167 

Principal developments in Israel and globally 168 

   



file name: 2019-03__ENG_FINAL.docx•  DATE:   17/06/2019 • PAGE# 155 

155 

LABOR RELATIONS AT THE BANK 

Two labor organizations exist at the Bank: the union of managers and signatories numbering approximately 750 

employees and the clerks union numbering approximately 1,900 employees.  

Following a decision regarding the manner by which the employees of Otzar Hachayal would be integrated as employees 

of the Bank, the of managers and signatories union would number approximately 900 employees and the clerks union 

would number approximately 2,400 employees. It is noted that the Federation of Labor and the representative committee 

of Otzar Hachayal employees claim that following the merger of Otzar Hachayal with and into the Bank, the representative 

committee of Otzar Hachayal employees continues to represent the employees of Otzar Hachayal for a period of two years 

following the date of merger. This claim is the subject of a collective dispute that is being heared at the Regional Labor 

Tribunal in Tel Aviv.  

Collective labor agreement are in effect at the Bank, which link to a certain extent, the employment terms of the clerks and 

managers to those agreed upon by the Management of Bank Leumi and the unions of its employees. 

A. The managers and signatories of the Bank filed on September 28, 2016, a party motion regarding the dispute 

concerning the collective employment agreement. It is argued in the motion that under the linkage to Bank Leumi 

employment terms agreement, the managers and signatories are entitled to an award equal to one month's salary per 

person, following such a payment made by Bank Leumi to its employees, being a "harnessing" award in respect to its 

efficiency program that included the voluntary retirement of 700 Leumi employees.  

 On December 2, 2018, the National Labor Tribunal awarded the power of a Court verdict to the agreement reached 

by the parties regarding the cancellation of the economic results of the verdict of the Regional Labor Tribunal, and 

thus the dispute came to an end. 

B. The clerks of the Bank also filed on November 17, 2016, a party motion regarding the dispute concerning the 

collective employment agreement. It is argued in the motion that under the linkage to Bank Leumi employment terms 

agreement; the clerks are entitled to an award equal to one month's salary per person, following such a payment 

made by Bank Leumi to its employees on June 2, 2016. 

 On March 31, 2019, the voluntary retirement plan was completed, the award was paid and accordingly, no motion for 

extension of the date for filing an appeal has been submitted. Thus, the verdict of the Regional Labor Tribunal that 

rejected the claim remains unchanged.    

C. The managers and signatories submitted on March 14, 2017, a party motion in the collective dispute, in which they 

request temporary and permanent relief against the continuing efficiency measures at the Bank, while requesting the 

Tribunal to instruct the Bank to enter into negotiations with them towards the signing of a collective agreement as 

regards everything relating to the implications of the efficiency measures on the managers and signatories. Two 

sessions for the hearing of evidence had been held and a timetable was fixed for submission of the summing-up 

briefs which ended in November 2018. The hearing of this case was stayed within the framework of an agreement 

dated September 5, 2018, as long as negotiations between the parties continue, and a report to the Tribunal 

regarding the progress made, has to be submitted by June 15, 2019. 

D. The representative committees of the clerks and of the managers and signatories submitted to the Bank a claim for 

the payment of an award of one half of the monthly salary, the payment of which was announced by Bank Leumi on 

August 1, 2018. The claim by the managers was stayed within the framework of an agreement reached with them on 

September 5, 2018, and the claim of the the clerks was stayed within the framework of an agreement reached with 

them on January 8. 2019.  
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E. On January 8, 2019, the representative committee of Otzar Hachayal employees together with the Federation of Labor 

filed a party motion regarding the collective dispute as well as a plea for urgent relief in the matter of the placement of 

Otzar Hachayal managers at the Bank. The Tribunal denied the issue of an Order and instructed the parties to enter 

negotiations, which continued until recently. The representative committee of Otzar Hachayal employees and the 

Federation of Labor applied to the Tribunal for renewal of the hearing of the party motion regarding everything relating 

to the definition of the status of "managers" at Otzar Hachayal as "managers" at the Bank, and as regards everything 

relating to the separate and independent status of the representative committee of Otzar Hachayal employees.  

 It is expected that following the request of the representative committee of employees and the response of the Bank, 

the Tribunal would resume the hearing of the case. 
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LEGISLATION REGARDING LIMITATIONS, STANDARDS AND SPECIAL CONSTRAINTS 
AFFECTING THE BANK GROUP 

 

Set out below are brief details of the principal legislative changes and legislative initiatives relevant to the period of the 

report, which have an effect on or are likely to have a material effect on the Bank's activity. 

 

BANKING 

Banking Rules (Customer service) (Commission fees) (Amendment), 2019 

The Rules, which were published on May 1, 2019, include several amendments, the essence of which is the duty, at the 

initiative of the bank, to attach a customer being a small business or an "authorized dealer" to the commission fee channel 

most suitable for him, where, in accordance with the test determined in the rules, the customer may benefit from savings in 

commission fee charges as a result of joining the channel; the duty, at the initiative of the bank, of updating the test stated 

in the Rules for the attachment of a senior citizen or a handicapped customer to the basic commission fee channel; the 

addition of commission fees to the pricelist in respect of new special services, as well as the updating of the rules 

regarding disclosure of the pricelist (including with respect to the manner preferred by the customer for the receipt of the 

pricelist – either at the branch office or by way of the communication channels offered by the Bank) and presentation of 

information regarding commission fees. 

Consumer Protection Act (Amendment No. 57), 2018 

The Act, which was published on July 25, 2018, includes an amendment to the Banking Act (Customer service), 1981, 

according to which, a banking corporation that operates a telephonic service, which includes an automatic call routing 

service, shall provide professional human response to the customer with respect to at least the following types of service: 

treatment of a failure, information regarding an account, termination of engagement. 

In addition, the amendment requires that the waiting time for obtaining a professional human response in respect of the 

said services, shall not exceed six minutes from beginning of the call, and that the customer shall not be referred to a 

"leave a message" service unless he chooses to do so. The Supervisor of Banks is authorized to instruct that a banking 

corporation may deviate from the above stated waiting time, by a ratio of the total approaches made during a period 

determined by it, or by a period of time stated by it. The Act takes effect one year following its date of publication. 

Under the power invested in it by the Act, Bank of Israel published on May 5, 2019, an updated draft of Proper Conduct of 

Banking Business Directive in the matter of providing professional human telepone response, according to which, banking 

corporations would be allowed to deviate from the waiting time stated in the Act by a ratio of the telephone calls as stated 

in the Directive. Furthermore, the Directive gives effect to the duty of granting preference in the line for service to a senior 

citizen, and defines requirements for the monitoring and control over the format of response by the telephone call center, 

as well as with respect to the publication of details on the Internet website of the banking corporation. 

Payment Services Act, 2019 

The Act was published on January 9, 2019. It follows the recommendations contained in the report of the interministerial 

committee for the promotion of use of advanced means of payment, and establishes a comprehensive and uniform 

regulation of the use of payment services and means of payment and also replaces the Charge Cards Act, 1986. The Act 

is adapted to the technological developments in the field of payment services, and is also based on the European 

regulations in accordance with the principles stated in the Payment Service Directive (PSD). 

The Act regulates two principal contractual systems: 

- Between "the provider of payment services" (an issuer of payments means or a manager of a payment account) and 

the payer. 
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- Between "the provider of payment services" (a clearing agent or manager of a payment account) and "the beneficiary" 

(receiver of the payment). 

The payment services to which the Act applies are the issuance of means of payment, settlement of a payment transaction 

and the management of a payment account. It has a wide application as regards the Bank, which includes also payment 

services within the framework of certain operations performed in current accounts. 

The Act relates to the material instructions and to consumer protection in the field of payment services, and determines 

instructions with respect to the following principal subjects: payment services contract (the manner of entering into 

agreement, its contents, validity and termination), proper disclosure and prevention of misrepresentation, payment 

operation (performance, termination thereof and responsibility for) stopping the use of means of payment, misuse of the 

means of payment, authorization to charge an account or payment means, manner of execution of a payment order, 

determination of criminal proceedings and monetary sanctions in respect of certain violations of the provisions of the Act. 

The Act prohibits the subjecting of its provisions to conditions, unless they are in favor of the customer, except in the case 

of a customer conducting a business, the annual sales turnover of which exceeds NIS 30 million. 

The Act shall enter into effect one year following the date of its publication ("the effective date"), and the Minister of Justice 

has the authority to defer the effective date by one additional year at the most. The Act shall apply also to means of 

payment issued prior to its effective date and to charging authorizations made prior to the effective date, subject to the 

transitional instructions determined in this matter. In addition, the Act requires that until the effective date, certain items 

contained in existing payment services contracts should be amended. 

At this stage it is not possible to quantify the impact of the Act on the Bank Group. 

Proper Conduct of Banking Business Directive No. 470 in the matter of charge cards 

In accordance with amendments to the Directive published on July 2, 2018:  

- an issuer being a banking corporation shall deliver to the operator of the issue the proceeds in respect of all the 

transactions made through use of the charge card that had been issued by it, in accordance with the date/dates 

determined in the cross-settlement agreement, irrespective of the charge date of the customer or the identity of the 

clearing agent, to whom the operator of the issue delivers the proceeds. The effective date of the Directive with 

respect to the proceeds that the operator of the issue is required to deliver to the clearing agent, is fixed for February 

1, 2019. 

- All banks and issue operators are required to submit to the Supervisor of Banks the new operating agreements 

(including renewal of an existing agreement, which in the opinion of the bank or the issue operator had been 

materially amended) signed until January 31, 2022. A bank having a wide scope of operations is required to obtain 

the approval of the Supervisor of Banks to a new agreement (this requirement does not apply to the Bank). This 

Directive takes effect on date of publication. 

In accordance with amendnemts to the Directive published on November 21, 2018: 

- An arrangement has been determined with respect to the implementation of the provisions of the Increase in 

Competition and Reduction in Concentration in the Banking Market in Israel (Legislation amendments), 2017 in the 

matter of the presentation of information by a bank with respect to all charge cards held by the customer, payment in 

respect of which is made by way of charging the account of the customer (including off-banking cards). 

- With respect to the above amendment, the Banking Regulations (Customer service) (Transfer of information from the 

issuer to the banking corporation), 2018, were published on February 3, 2019, which regulate the details of 

information that the issuer has to provide to the banking corporation, the dates on which such information has to be 

transferred and the manner of transfer. The Regulations take effect on January 31, 2020.  

- The duty of the issuer to provide the customer with information has been updated and expanded with respect to 

transactions made by the customer by use of a charge card. The information is to be provided via the communication 

channels made available to the customers, and at least through the issuer's Internet website and through the cellular 

application. 
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- The permit granted to credit card companies to send the charge card agreement to the customer using any means of 

delivery in practice by the company, and not only by regular mail, has been expanded. 

The effective date of these amendments is January 31, 2020. 

Application of the Directive is not expected to have a material effect on the results of operations of the Bank. 

Draft Amendment of Proper Conduct of Banking Business Directive No. 325 - Management of credit facilities 

An updated draft of the amendment to the Directive was published on October 28, 2018, the gist of which is the widening 

of the application of the Directive also to credit facilities offered by credit cards. In addition to widening the application, 

several requirements in the Directive relating to the credit agreement and to deviations from credit facilities have been 

updated, and requirements have been added relating to the drawing of customer attention to the manner of utilizing the 

credit facility in their current account and in the credit card. 

Proper Conduct of Banking Business Directive No. 359A - Outsourcing 

The Directive was published by Bank of Israel on October 8, 2018, with the aim of determining principles for the 

outsourcing of different operations while minimizing exposure to potential risks inherent in outsourcing.  

The Directive applies where a banking corporation engages a third party on a continuous basis, to perform material 

operations included in the line of business of the banking corporation in accordance with the Banking Act (Licensing), in 

its name and on its behalf. The definition of an operation as "material" shall be determined by the banking corporation in 

accordance with considerations as detailed in the Directive. The application of the Directive by a banking group shall be 

based on the risk assessment of the banking corporation. 

In accordance with the Directive, outsourcing is not permitted with respect to the duties of the board of directors and 

senior management, as well as decisions requiring discretion as regards matters that include, inter alia, the opening or 

closing of customer accounts and underwriting activity regarding loans, unless the terms stated in the Directive are in 

effect. Moreover, terms are stated for the outsourcing of an initiated approach to households offering credit and the 

posibilities of banking corporations to engage brokers have been enlarged. 

The Directive imposes duties on the board of directors, general management and the internal audit, and, inter alia, 

requires due diligence review of the provider of the service, regularizing the outsourcing by way of a written agreement 

and formation of a comprehensive program for the management of outsourcing risks as well as a business continuity plan. 

The Directive is to take effect on March 31, 2020, with the possibility of earlier application. 

CREDIT AND COLLATERAL 

The Act and the Bill discussed below offer a significant reform in collateral and insolvency laws, and includes, inter alia, 

possible impairment in the rights of secured creditors and in the ability to collect debts. 

The Insolvency and Economic Recovery Act, 2018 

The Act was published on March 15, 2018, and will enter into effect following eighteen months from date of its publication. 

The Act includes transitional instructions regarding different issues, including with respect to floating pledges. The Act 

consolidated under one cover (fundamental and organizational) the different insolvency statutes, which are at present 

found in a number of different Acts. The Act comprises a wide scope reform, which includes many changes regarding 

many issues found in the existing statutes, and imposes on the Bank, as a secured creditor, various restrictions, including 

in respect of the realization of collateral securing credit extended prior to the publication of the Act. While in the past, the 

principal aim of the legislation as regards repayment statutes was to achieve the repayment of the debt to the different 

creditors, the principal aim of the new Act has been materially changed to that of the financial recovery of the debtor. This 

aim is reflected throughuot the provisions of the new Act.  

Among other things, the Act includes the following innovations: the definition of insolvency would be based on the cash 

flow test instead of the assets and liabilities test in practice today; a debt secured by a floating charge shall be collected 
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from the pledged assets up to a maximum of 75% of their value. The balance of the debt secured by a floating charge 

shall turn into a regular debt of a status equal to that of all the other regular debts; payments received on account of a 

debt shall be credited according to the following order: the principal of the debt, contractual interest subject to the 

provisions of the Act, under certain conditions, and finally also interest in arrears; interest in arrears accumulated in favor 

of a secured creditor after the date of the insolvency Order, shall not be considered a secured debt, and shall be paid only 

after repayment of the debt of the regular creditors; A regular creditor is not entitled to the payment of interest in arrears 

accumulated in his favor after the date of the insolvensy Order; the list of preferential debts has been changed; the 

threshold of entry into insolvency proceedings has also been changed; A plan for the economic recovery of an individual 

would be determined for a period of three years, at the end of which, an individual complying with the conditions of the 

plan would obtain an exemption, and cases may occur in which an individual may receive an immediate exemption; the 

creditor no longer has the right to determine the type of proceedings to be taken against the debtor, these being now 

decided by the Court on the merits of the case; the influence of the secured creditor over the appointment of the office 

holder, even in the case of realization of an asset pledged in his favor, is negligible, if at all; as a general rule, a future 

creditor shall not have the right to apply for the institution of insolvency proceedings, and more. 

The Bank is preparing accordingly. 

The Pledge Bill, 2015 

On July 17, 2015, the Pledge Bill passed its first reading by the Knesset, and on May 29, 2018, the Constitution, Law and 

Justice Committee of the Knesset began discussion of the Bill. The Bill includes material changes regarding the pledge 

statutes, inter alia, as detailed below: the right of an individual to pledge an asset not yet in his possession or even an 

asset that has not yet come into existence; revocation of the concept of a "floating pledge" - the borrower company would 

be able to create a fixed pledge upon its future assets, and the status of such pledge would not be automatically inferior to 

specific pledges; cancellation of the possibility of a creditor to limit the power of the debtor to effect transactions 

regarding the pledged asset, and more. 

 

COMPETITION 

Credit Data Act, 2016     

This Act was published on April 12, 2016 and entered into effect on April 12, 2019. In accordance with the Act, Bank of 

Israel has established and is managing a credit data base, which includes data gathered by Bank of Israel, inter alia, from 

information sources that have the duty under the Act to provide such information, including banking corporations. This 

data is transferred to credit offices, which, at the request of credit providers, including requests from banking 

corporations, may provide a comprehensive credit report regarding the customer, or indication as to whether the credit 

provider should enter into a credit transaction with the customer. The credit offices also monitor the financial condition of 

the borrower throughout the life of the credit transaction, subject to the terms stated in the Act.  

The Act also regulates the right of the customer not to be included at his request in the credit data base, or to request that 

data applying to him shall not be provided for the purpose of the preparation of a credit report in his respect. It also grants 

him the right to receive a summary statement of the data in his respect existing in the data base.The act determines 

criminal sanctions in respect of the violation of a part of its provisions, as well as imposes personal responsibility on 

company officers in respect of the violation of the said provisions. The Act also authorizes the officer in charge of credit 

data sharing, appointed by the Governor of Bank of Israel, to impose monetary sanctions in respect of violations of his 

instructions, as stated in the Act. 



file name: 2019-03__ENG_FINAL.docx•  DATE:   17/06/2019 • PAGE# 161 

161 

Regulation of Off-banking Loans Act (Amendment No. 5), 2017 
Amendment No. 5 of this Act was published on August 9, 2017. Inter alia, the Amendment changed also the name of the 

Act to the Fair Credit Act, 1993 (hereinafter - "the Act"). 

The Amendment to the Act was passed on background of the recommendations of the team examining the increase of 

competition in the banking sector, with the aim of equalizing the norms applying to non-institutional lenders to those 

applying to institutional lenders, including banks. The Amendment states maximum amounts with respect to the cost of 

credit and maximum rates of interest appling to credit in arrears, and in addition, all the provisions of the Act, including 

instructions relating to the granting and collection of credit, apply now to the institutional bodies including the banks. The 

Amendment to the Act imposes criminal and administrative sanctions in respect of the different violations of the Act. The 

Act applies to individual borrowers only, though the Minister of Finance has the authority to expand its application also to 

corporations of a class to be determined. The Amendment will take effect on August 25, 2019 and will apply to contracts 

signed as from this date onwards. 

The Bank is preparing for the implementation of the Act. 

In addition, the Regulation of Off-Banking Loans Regulations, 2018, were published on February 25, 2019, whereby certain 

classes of credit transactions were excepted from the Fair Credit Act, due to the fact that such transactions do not fulfill 

the purpose of the Act, and certain classes and amounts of expenses incurred in order to extend loans are not to be 

included in the computation of the actual cost. 

Proper Conduct of Banking Business Directive No. 449 - Simplifying agreements with customers 

The Directive, which was published on July 10, 2018, is aimed at determining a structure and rules for the simplification of 

bank agreements for the granting of loans, forming the implementation of Section 3(d) to the Fair Credit Act discussed 

above. The Directive states that a banking corporation has to present to the customer, in a summarized and concised 

form on the first page of the agreement, the variable and material terms applying to the specific engagement with the 

customer. The date on which the Directive takes effect was fixed for the date on which the said Fair Credit Act takes effect. 

The Bank is preparing for the implementation of the Directive. 

The Economic Program Act (Legislation amendments for the implementation of the economic policy for the 2019 

budget year), 2018 (hereinafter – "the Act")  

Chapter "B": Banking - transfer of accounts between banks 

The Act, which was published on March 22, 2018, amends, inter alia, the Banking Act (Customer service), 1981, with the 

aim of reducing the existing barriers in the banking market, which make difficult the movement of customers between 

banks. The Act requires banks to enable customers to transfer, in an online, convenient, reliable and secured manner, 

their financial operations from the bank in which it is conducted to the accepting bank, without charging the customer a 

fee for such process and within seven business days from the date on which the first bank had received notice from the 

accepting bank approving the customer's request. 

The Governor of Bank of Israel, with the consent of the Minister of Finance, may determine that the said instructions shall 

not apply to certain banks (a bank having a low volume of operations, the value of its assets not exceeding 5% of the total 

assets of all banks, and also an online bank), or determine that the instructions shall apply at the end of a period to be 

determined by the Governor, or that they shall apply to such banks only as an accepting bank or as an original bank. 

The Act states a monetary sanction in respect of certain violations of its provisions (which would become effective at the 

end of four years from date of publication of the Act). 

The Act takes effect at the end of three years from date of publication thereof (with the possibility of deferment for two 

additional periods of six months each). 

The Bank is preparing for the implementation of the Act on the due date. 
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On November 25, 2018, the Banking Rules (Customer service) (Transfer between banks of the financial activity of a 

customer), 2018 (hereinafter – "the Rules") were published, stating that the provisions of the said Amendment shall apply 

where the following terms cumulatively exist: 

1. The accounts both at the original bank and at the accepting bank are current accounts; 

2. Absolute identity exists between the holders of the accounts at the original bank and at the accepting bank, or 

alternatively, all owners of the account at the original bank are also owners of the account at the accepting bank (it is 

possible to have additional owners); 

3. The account at the original bank is not subject to certain restrictions stated in the Rules, such as: the account is not 

classified as a trust account, the account is not conducted by a custodian, the account is not owned by a customer 

under bankruptcy proceedings, and more. 

 

A draft amendment of the Rules was published on April 17, 2019, which includes the types of financial operations to which 

the Act applies and which would be included in the framework of the transfer of accounts, and also a draft Proper Conduct 

of Banking business Directive in the matter of the transfer of financial activity of a customer between banks in an online 

fashion, which, inter alia, details the duties of the transferring bank and of the accepting bank, upon the transfer of the 

account. 

On February 14, 2019, the Competition Commissioner announced his decision regarding exemption from approval of a 

binding arrangement between the Bank Clearing Center Ltd. (hereinafter – "MSB"), Bank Hapoalim Ltd., Bank Leumi 

leIsrael Ltd., Israel Discount Bank Ltd. Mizrahi Tfachot Bank Ltd and the Bank. This decision amends the exemption 

decision given on September 20, 2018, (hereinafter – "the 2018 exemption"), in which it was clarified that the activity of 

MSB in the field of movement of accounts between banks had not been examined, and accordingly it would not be 

included within the framework of the activities in which MSB may engage. MSB has submitted a request for the 

amendment of the terms of the exemption, as determined in the 2018 exemption, so that MSB would be able to establish a 

new system to be integrated as part of its system for the clearing of debits and credits, and would assist customers 

interested in transferring their activity from one bank to another. The decision states that the 2018 exemption shall be 

amended so as to apply also to the activity of MSB in the establishment of the system for the mobility of bank accounts.  

Antitrust Act (Amendment No. 21), 2019 

This Amendment, which was published on January 10, 2019, changed, inter alia, the name of the Act to "Economic 

Competition Act" and the name of the Antitrust Commissioner to "Competition Commissioner". Other material amendments 

contained in the Act are: increasing the responsibility of officers of a corporation by imposing supervisory duties and the 

duty of preventing violation of the law by the corporation or its employees; expanding the definition of "owner of a 

monopoly" so that such an owner would also be one who exercises a significant market power even if he does not hold a 

market share in excess of 50%; increasing the maximum amount of the monetary sanctions, which the Commissioner is 

authorized to impose on a corporation that had violated the law, in a manner that the maximum monetary sanction would 

amount to 8% of the sales turnover of the corporation but not more than NIS 100 million; and stricter maximum criminal 

punishment regarding binding arrangement offences. 
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THE CAPITAL MARKET 

Terms of the General Permit under Section 49A of the Securities Act 

Section 49A(b) of the Securities Act, 1968 (hereinafter - "The Securities Act"), which took effect on July 6, 2017, states that 

alongside the prohibition on the offer of securities trading services by means of a securities trading system that does not 

have a Stock Exchange license in Israel, the Chairman of the Securities Authority may permit a person to make such an 

offer by means of a securities trading system conducted by a stock exchange outside Israel, under the terms to be 

determined by the Chairman, if he finds that no harm shall be caused by it to the interests of the investor public in Israel. 

On December 27, 2018, the Securities Authority published the terms of a general permit according to Section 49A of the 

Securities Act. The permit is in two parts: one, a permit to foreign stock exchanges or anyone on their behalf, and two, the 

grant of a permit to other factors. 

A factor applying for a permit under Section 49A(b) of the Securities Act, is required to declare to the Securities Authority 

that all conditions relevant to him are fulfilled and obtain a permit of the Authority to offer services as mentioned above. 

A person having such a permit has to submit once every three years, a similar declaration regarding his compliance with 

the terms of the general permit relevant to him. 

In accordance with the terms of the permit, a banking corporation may offer its customers brokerage services through 

foreign brokers operating on foreign stock exchanges, on condition that such banking corporation is not acting on behalf 

of the foreign stock exchange in which the securities transactions would be conducted, and on condition that the banking 

corporation does not market a certain foreign stock exchange or a certain market. 

The holder of a permit has to disclose it in a prominent manner in accordance with version attached to the terms of the 

general permit. 

A request for the issue of a permit has to be submitted to the Securities Authority within four months from date of 

publication of the version of the permit. Prohibition on operations without a licence will take effect six months following the 

publication thereof. 

The Bank has applied to the Securities Authority for the issue of a licence. 

 

Proper Conduct of Banking Business Directive No. 332 - Acquisition by banking corporations of own shares  

Bank of Israel published on February 28, 2019, an amendment to the Directive, dealing with two principal issues: 

- Removal of the prohibition on the self-acquisition of shares issued by the banking corporation and details of the 

conditions in which banking corporations would be able to purchase their own shares, namely: conforming to the 

provisions of Section 302 of the Companies Act, 1999, and the provisions of Proper Conduct of Banking Business 

Directive No. 331; the amount of the share acquisition in each acquisition plan, shall not exceed 3% of the issued and 

paid share capital of the banking corporation; the purchase offer shall not be addressed to a certain group of 

shareholders; the acquisition should be made in accordance with the "safe harbor" mechanism published by the 

Securities Authority; the acquisition plan should be approved by the Board of Directors of the banking corporation 

and by the Supervisor of Banks. 

- Update of the restrictions applying to the granting of finance collateralized by securities issued by the banking 

corporation - the Amendment permits: (a) the granting of finance to a borrower (or a group of borrowers) 

collateralized by the said securities, provided that the amount of the collateral shall not exceed 0.5% of the issued 

and paid share capital of the banking corporation; and (b) the financing of transactions in share indices units that 

include the shares of the banking corporation, including investment funds, the holdings of which include securities 

issued by the banking corporation, and everything on condition that the total amount of the collateral provided to the 

banking corporation in accordance with items (a) and (b) above, shall not exceed 5% of its issued and paid share 

capital. 
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FOREIGN RESIDENTS 

Income Tax Regulations  (Application of a uniform standard for reporting and  examining the appropriateness of 

information regarding financial acounts), 2019 

The Regulations, which were published on February 6, 2019, enacted in accordance with the provisions of the Income Tax 

Ordinance Amentment Act (No. 227), 2016, adopt the international standard regarding the exchange of information ("the 

CRS standard") dealing with the automatic exchange of information on an annual basis, for the purpose of the mutual 

assistance in tax enforcement for countries with which agreements have been signed, according to which obligation exists 

for the delivery of the said information ("reportable states"). 

In accordance with the Regulations, financial institutes, including banks, are to conduct appropriateness examinations 

regarding accounts of individuals and entities, classifiy accounts of foreign residents according to the tax laws applying in 

their countries of residence and deliver the required information to the Israeli Tax Authorities, for delivery to the states of 

tax residence of the account holders, being reportable states. 

The Tax Authority published on February 6, 2019, a list of 96 states that are the reportable states to which Israel would 

deliver information within the framework of the CRS. More concise lists had been published for the 2017 and 2018 

reporting years. 

The Bank and Massad Bank are preparing for the application of the sais legislation. 

 

PROHIBITION OF MONEY LAUNDERING 

Reducing the Use of Cash Act 

The Act, which was formally published on March 18, 2018, restricts cash transactions to the amounts stated therein, as 

well as prohibits the cashing of a check that does not state the name of the beneficiary, and the cashing of an endorsed 

check in an amount exceeding NIS 10,000, if the names of the endorser and endorsee are not stated therein together with 

the ID number of the endorser, or if it had been endorsed more than once (or more than twice if the second endorsement 

is in favor of a supervised financial body).  

The Act states the rates of monetary sanctions that might be imposed upon a trader and penalties imposed on those who 

are not traders, in case of violation of the provisions of the Act. The Act also states a criminal offense in respect of a fraud 

committed in trying to evade the bans stated in the Act, which carries a punishment of imprisonment for three years. 

The Act entered into effect on January 1, 2019 ("the effective date") excluding the ban on the cashing of checks and the 

monetary sanctions imposed in respect of the violation thereof, which would take effect on July 1, 2019 ("the later effective 

date"). It is further stated that no monetary sanctions and/or penalties shall be imposed in the period of nine months as 

from the effective date or the later effective date, as the case may be, unless the person violating the Act had received a 

warning in writing regarding the violation and has repeated once more the violation of that same instruction. 

The Bank is preparing for the implementation of the Act, as required. 
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Privacy Protection 

Privacy Protection Bill (Amendment No. 13), 2018 

The Bill was published on February 27, 2018, and passed its first reading by the Knesset. The aim of the Bill is to improve 

enforcement tools and the supervisory mechanism as regards compliance with the provisions of the Privacy Protection 

Act, 1981, relating to data base privacy. The Bills comes to strengthen to a large extent the enforcement ability of the Data 

Base Registrar unit, and in this framework grant it alternative administrative authority for instituting criminal proceedings, 

including imposition of monetary sanctions (in amounts not lower than those stated in the Act, in accordance with the 

severity of the violation and additional parameters), issuance of an administrative warning and demanding a commitment 

to refrain from further violation, accompanied by a guarantee in the amount of the monetary sanction that the 

Commissioner may impose in respect of such violation. The Bill also aims at supplementing the tools existing in the hands 

of the Authority with criminal investigation tools, and determining a list of felonies relating to the gathering of information 

for keeping in a data base, for the management of a data base and for the use of information stored in a data base. 
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LEGAL PROCEEDINGS 

Note 9 to the financial statements includes details of material claims pending against the Bank and its subsidiary 

companies. 

 

 

 

THE RATING OF THE BANK BY RATING AGENCIES 

Set out below is the Bank’s rating as determined by rating agencies in Israel and by an international rating agency: 

- S&P Maalot rated the Bank ilAA+/Positive and its subordinated notes at ilAA and its subordinated notes with loss 

absorption mechanism ilAA-. 

- Midrug rated the Bank's internal finance resolution at aa3.il/positive, the Bank's short-term deposits P-1.il, its long-

term deposits and senior debt Aa1.il/positive and its subordinated notes Aa2.il/positive, and its subordinated notes 

with loss absorption mechanism A1.il(hyb)/positive. 

- Moody's rates the Bank as follows: long and short-term foreign-currency and local currency deposits "A3/Prime-2". On 

October 16, 2018, the international rating agency "Moody's" ratified the long and short-term foreign-currency and local 

currency deposits at "A3/Prime-2" and raised the rating forecast from "stable" to "positive". 

 

 

 

EMPLOYEE COMPENSATION POLICY 

For disclosure in the matter of employees' compensation policy,  see the document "Disclosure according to Pillar III of 

Basel and additional information regarding risk" for the year 2018, available for perusal on the Internet. 

 

 



file name: 2019-03__ENG_FINAL.docx•  DATE:   17/06/2019 • PAGE# 167 

167 

CONTRIBUTION TO THE COMMUNITY 

The social-community project of the Bank - in cooperation with MATAN - Investing in the Community Organization - is in 

operation already for over a decade. In its early years, the project focused on young persons that were expeled from 

different frameworks, with the aim of giving these young persons the oportunity to change their lives and live a normative 

life within the Israeli society. Within the framework of the program the young persons were integrated into business 

initiatives and different programs combining studies with work and grooming business enterpenuership by development of 

skills.  

In continuance and in recent years the Bank approached additional populations, within the new project "believing in you", 

in order to expand the voluntiring activity among its employees, while creating social involvement with additional value 

such as Business entrepreneurship for woman, "Unistream", "Fidel", "fathers and sons on the field" and cooperations with 

populations of childrens at risk. 

The Bank continues these projects in the framework of "believing in you" with a focus on children and youth in risk 

situations concentrating on enriching and providing tools in various subjects, such as: financial awarness, business 

enterprenuership, management and exellence skills, and with personal support, tutoring and adoption of groups in various 

frames. 

In addition, the Bank is active in assisting populations from social and geographic peripheral areas by cooperation of joint 

learning, volunteer work, packaging food baskets, language learning, social rehabilitive activity, etc. 

The Bank encourages and supports the volunteers from among employees of the Bank, who are interested in taking part 

in the project and in contributing their time, experience and skills in favor of these young persons and additioal 

populations. In addition to these projects, the Bank and its subsidiaries donate to various foundations and organizations. 
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PRINCIPAL DEVELOPMENTS IN ISRAEL AND GLOBALLY 

Nonfinancial developments 

The published indicators for nonfinancial activity continue to be positive, indicating that the economy continued to grow 

also in the first quarter of 2019, with the labor market continuing to demonstrate vigor, with relatively low unemployment 

rates, though in the long run, a slowdown in growth is forecasted. In accordance with assessments published during April 

2019 by the Central Bureau of Statistics (hereinafter – "the CBS"), the economy grew in the second half of 2018 by 2.4% (in 

annualized terms) following a growth of 3.4% in the first half of 2018 and a growth of 4.3% in the second half of 2017. The 

growth in the product in the second half of 2018, reflects increases in the private consumption expenditure, in public 

consumption expenditure, in the export of goods and services and a decrease in investments in fixed assets. In addition, 

an increase was recorded in the import of goods and services. Bank of Israel's Composite State-of-the-Economy Index 

rose during the first quarter of 2019 by 1.0%, in comparison with a rise of 0.8% in the corresponding period last year.  

In April 2019, the Research Division of Bank of Israel reduced the product growth forecast for 2019 to a level of 3.2%, in 

comparison to 3.4% in the previous forecast. The growth forecast for 2020 remained at a level of 3.5%. The forecast for 

2019 is lower than the previous one due to the effect of the slow down expected globally and its implications on the Israeli 

economy and following the changes in activity of the large companies operating in the market. Private consumption is 

expected to grow in the years 2019 and 2020 at a rate of 3%, and investments in fixed assets are expected to grow by 3% 

in 2019, though in 2020 it is expected to contract by 2% due to the completion of several large investments in the 

economy. 

Credit risk of the Israeli economy 

The risk level of the Israeli economy, as reflected in the ratings allotted by the credit rating agencies and by the capital 

markets, is low.  

The global credit rating agency Fitch ratified in March 2019 the credit rating outlook of the State of Israel at a level of A+ 

with a stable outlook. The credit rating of the State of Israel is balaced between sound macro-economic performance and 

institutional solidity, on the one hand, and a ratio of Government spending to the GDP, which is still high in relation to the 

reference states as well as political and security risks, on the other hand. The ratification of the credit rating reflects the 

strength and stability of the Israeli economy and stresses the importance of continuing a growth encouraging policy, while 

preserving fiscal frameworks and reducing the burden of the national debt. 

State budget 

In accordance with a preliminary assessment by the Ministry of Finance, a deficit of NIS 9.3 billion was measured in the 

budgetary activity of the Government in the first quarter of 2019, as compared with a deficit of NIS 2.1 billion in the 

corresponding period last year. 

The planned deficit for 2019 amounts to NIS 40.2 billion comprising 2.9% of the GDP. In the past twelve months (April 

2018 to March 2019) the budget deficit amounted to 3.4% of the GDP. The expenditure of the civilian Government offices 

increased by 12.9%, while the expenditure of the Defense Ministry declined by 1.2%, in comparison with the corresponding 

period last year. 

Tax revenues in the first quarter of 2019 amounted to NIS 82.6 billion, a nominal increase of 2.2% in comparison with the 

corresponding period last year. 

Inflation 

The inflationary environment in the economy is at an upward trend, following a rise in the Consumer Price Index (CPI) in 

the first three months of 2019 of 0.5% (Index "for the month"). The "known Index" fell by 0.3%. In the past twelve months 

(March 2018 as compared with March 2019) the CPI rose by 1.4%. 

According to estimates of the Research Division of Bank of Israel of April 2019, the inflation in 2019 would reach a level of 

1.5%, and in 2020 - 1.6%. The forecast reflects an assessment that the tight labor market would continue to support wage 
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APPENDIX 1 - 
RATES OF INTEREST INCOME AND EXPENSES AND ANALYSIS OF CHANGES  
IN INTEREST INCOME AND EXPENSES (CONT'D) 

D. Analysis of changes in interest income and expenses 
       

  

For the three months ended  
March 31, 2019 compared  

with the same period last year 

  
Increase (decrease) due 

to the change   

Net change    Quantity  Price  

  NIS million 

Interest bearing assets 

 

 

 

 

 

 

Credit to the public    

- In Israel 37 5 42 

Total 37 5 42 

Other interest bearing assets    

- In Israel (5) 36 31 

Total (5) 36 31 

Total interest income 32 41 73 

Interest bearing liabilities    

Deposits from the public    

- In Israel    

         Demand - 5 5 

 Fixed-term (3) 25 22 

Total (3) 30 27 

Other interest bearing liabilities    

- In Israel (2) (3) (5) 

Total (2) (3) (5) 

Total interest expenses (5) 27 22 

Total interest income less interest expenses 37 14 51 

 
 
NOTES: 
(1) On the basis of monthly opening balances, excluding the non-linked Shekel segment in which calculated on daily balances. 
(2) Before deduction of the average balance of provisions for credit losses including impaired debts which are non-bearing interest income. 
(3) From the average balance of available for sale bonds was deducted the average balance of unrealized gains from adjustments to fair value of bonds, 

included in other comprehensive profit in the item "adjustments to fair value of available for sale securities" for the three months ended on March 31, 2019 in 
the amount of NIS 17 million, (for the three months ended March 31, 2018 balance of NIS 55 million, was deducted). 

(4) Including derivative instruments, other non-bearing interest assets and after deduction of provision for credit losses. 
(5) Fees in the amount of NIS 45 million and NIS 47 million were included in interest income for the three months ended March 31, 2019 and March 31, 2018, 

respectively. 
(6) Including derivative instruments. 
(7) Net return- net interest income to total interest bearing assets. 
(8) Change attributed to quantity was calculated by multiplying the price in the reported period by the change in the quantity in the compared periods.  
 Change attributed to price was calculated by multiplying the quantity in the previous period by the change in the price in the compared periods. 


